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APPENDIX 


INFORMATION SUPPLIED BY UAW 


ANTITRUST AND MONOPOLY SUBCOMMITTEE, 
Mr. WALTER P. REUTHER, November 7, 1957. 


President, International Union, UAW, 
Detroit, Mich. 


DEAR Mr. REUTHER: Since July 9, 1957, the Antitrust and Monopoly Subcom- 
mittee has been holding hearings on administered prices in an attempt to come 
to grips with what is probably the Nation’s No. 1 domestic problem—the problem 
of inflation. During the opening phase of the hearings, the subcommittee heard 
from five leading economists who had studied the subject and who gave to the 
subcommittee the benefit of their experience. 

Among other things the five economists testified to was that the present 
inflationary spiral is due largely to price increases in administered-price in- 
dustries. In order to examine the uniform opinion of these experts, an industry- 
by-industry approach was adopted, with the steel industry as the first industry. 
Much testimony was heard as to the reasons for their price increases. The 
subcommittee heard from the officials of United States Steel Corp., Bethlehem 
Steel Corp., National Steel Corp., and the United Steelworkers. During ‘the 
course of the hearings it was established that shorly after July 1, when the 
United States Steel Corp. announced an increase of $6 a ton in steel prices, all 
the other steel companies fell into line by also raising their prices in the same 
amount. This steel-price increase will result in a direct increase in costs of 
approximately $500 million to steel users. According to reports in various trade 
magazines, by the time these increases reach the consuming public, they will be 
considerably snowballed. The inflationary effect of such increases is apparent. 

Mr. Robert M. Blough, chairman of the board of United States Steel Corp., 
stated the projected increase in cost of steel for a 4-door sedan, 1957 model, 
f.o. b. the factory, which sells for $2,610, would be $1.58. Mr. A. B. Homer, presi- 
dent of Bethlehem Steel Corp., stated that the increased cost of an automobile 
selling for, say, $2,630, would be approximately $10. Mr. George M. Humphrey, 
chairman of the board of National Steel Corp., stated that the actual increased 
cost of steel in an automobile would be somewhere in the neighborhood of $8 to 
$10 an automobile. 

The prices thus far announced by the automobile manufacturers for 1958 
models which have come to the attention of the subcommittee have been increased 
considerably in excess of the amounts directly attributable to the increased price 
of steel. 

Because of the inflationary impact that further increases in automobile price 
will have on our economy, I brought to the attention of the members of the 
Antitrust and Monopoly Subcommittee your publicized offer, in August of 1957, 
to the Big Three automobile companies that, if prices on 1958 models were reduced 
to levels averaging at least $100 below the price for comparable 1957 models, the 
union would give full consideration to the effect of such reductions on the cor- 
poration’s financial position in the drafting of 1958 wage demands in coming 
negotiations. I also called to the attention of the members of the subcommittee 
that this proposal was rejected publicly by the Big Three automobile 
manufacturers. 

Members of the subcommittee unanimously decided that, although your offer 
to the automobile companies was rather vague and indefinite, the opportunity 
should not be passed without having you and the Big Three manufacturers of 
automobiles brought together, with the hope of arriving at a better understand- 
ing of the issues involved in a firm hold-the-line, wage-and-price formula. 

You are, therefore, requested to appear before the Antitrust and Monopoly 
Subcommittee at a hearing scheduled to be held on Monday, November 25, 1957, 
at 10 a. m., in room 318 of the Senate Office Building. To this same hearing there 
will be invited, simultaneously, heads of General Motors Corp., Chrysler Corp., 
and the Ford Motor Co. You will be the first witness to be heard. It is my hope 
that at this hearing there can be developed a better understanding of the problems 


involved in a formula for holding the wage and price line in the automobile 
industry. 


Sincerely, Estes Keravver, Chairman. 
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NOVEMBER 27, 1957. 
Mr. WALTER P. REUTHER, 
President, International Union, UAW, 
Detroit, Mich. 

Dear Mr. RevutHer: There is attached hereto a list of questions setting forth 
information desired by the Senate Antitrust and Monopoly Subcommittee in con- 
nection with its current study of automotive pricing practices. This information 
is desired by the subcommittee for discussion with you at your appearance 
before it on December 17. 

It will be appreciated if you will furnish as much of the requested information 
and material as possible by December 13. 

Sincerely, 
Estes KEFAUVER, 
Chairman. 
LIST OF QUESTIONS 


1. Submit the present total membership of the International Union, UAW, in 
the United States. 

2. (@) In what industries in the United States other than the automotive 
industry does the UAW have membership? 

(6b) How large is this membership? 

8. How many UAW members are employed by General Motors, Ford Motor 
Co., Chrysler Corp., and American Motors Corp.? _ 

4. How many of the UAW members employed by the four named companies 
are employed by nonautomotive divisions of such companies? 

5. How have the average hourly earnings of UAW employees in the automo- 
tive industry changed annually, beginning with 1939 and ending with 1957? 

6. Using the same 1939-57 period, what annual fringe benefits have UAW mem- 
bers secured from the automotive industry which are not included in the average 
hourly earnings requested in question 5? 

7. Submit your best estimate as to the average increased productivity brought 
about in the automotive industry for the years 1939-57 by new automation 
processes. 


INTERNATIONAL UNION, UNITED AUTOMOBILE, AIRCRAFT & 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA, UAW, 
Washington, D. C., January 27, 1958. 
Senator Estes KEFAUVER, 
Chairman, Senate Antimonopoly and Antitrust Subcommittee, 
Washington, D.C. 
Dear SENATOR KEFAUVER: Mr. Reuther has asked me to supply answers on his 
behalf to questions asked of the UAW by the subcommittee preparatory to to- 
morrow’s hearings. 


Answer to question No. 1 

The total members of the International Union, United Automobile, Aircraft & 
Agricultural Implement Workers of America, in the United States for the last 
quarter of 1957 was 1,400,000. This figure includes laid off UAW members and 
pensioners who do not pay dues to the union. The average dues-paying member- 
ship in the United States for the last quarter of 1957 was 1,209,687. 


Answer to question No. 2 


The UAW has membership in the aircraft and agricultural implement indus- 
tries and in supplier industries to the automobile, aircraft, and agricultural 
implement industries plus other metalworking industries. 

There are approximately 400,000-450,000 UAW members in these industries. 


Answer to question No. 3 


Number of UAW members employed in last quarter of 1957: General Motors, 
343,000 ; Ford Motor Co., 136,000; Chrysler Corp., 107,000; American Motors Corp., 
14,000. 


Answer to question No. 4 


We are in no position to determine with accuracy the UAW members employed 
in nonautomotive divisions of the above-named companies. 
The companies can supply precise data. 
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Our very rough estimates are as follows: 


GONE FL ic sii et hig th a sateen ai ert ercereumerr semen 15, 000 
ree PRG ke a hes ak ie Ba bie cnc S ice eeeetieaete ani nnen 5, 100 
Ce nr a a i hi cestimepeninepl nierheemretaines eer 4, 000 
BSRCa RE IOR COR i aie ed dackan oc nerd eke denistne tean-on 1, 400 


Answer tu question No. 5 


Following are Bureau of Labor Statistics average hourly earnings converted to 
a straight-time basis: 


‘A verage Average 
straight time straight time 
Year: hourly earnings | Year—Continued hourly earnings 
Sie aectichat she ten es deta tite $0. 915 Fg en seen ce eee $1. 662 
DIN aes 5 bie sycliae ieiere stabs 920 WE be cota asatepans peek 1. 712 
eich iter tanina cheat pate ae ae 1. 005 BOGE Logins cc apetkg eka aie 1. 87 
PO sata wnicsaswe 1. 090 IGG sire ee Seo 1. 97 
I eh i vdhchos sy nrpeck Soaohisiaberetes 1. 138 WO han re ape See 2. 06 
Bee ikina ete cciee er eeeedieae 1,177 FOO E a ins canna poe 2:12 
I enki cht a patcnh iden be hiaie hatdon 1. 208 TOO nao lan ponte eee 2.18 
pee Seer ag bs ie tae deh 1.318 SN ga rae aas 2. 28 
Os a i iain ah ctenctibdenen bo eehees 1. 444 Gouna Sete +2. 40 
SP wk becca tee Tite te oh 1. 582 


1 Partly estimated. 


Answer to question No. 6 


The fringe benefits which UAW members have secured from the automotive 
industry during the 1939-57 period are listed below. They are based on the 
UAW agreement with General Motors and are representative of the fringe bene- 
fits for the automotive industry. 

Holiday pay.—Seven holidays paid when not worked and if worked, employees 
receive holiday pay plus double time for hours worked. 

Weekend premium pay.—Time-and-a-half for Saturday. Double time for Sun- 
day except for workers on continuous operations. 

Vacation pay.—Employees receive the following vacation pay: 1 week after 1 
year; 144 weeks after 3 years; 2 weeks after 5 years; 244 weeks after 10 years; 
3 weeks after 15 years. 

Pensions.—Employees retiring at age 65 with at least 10 years service receive 
$2.25 per month for each year of service. 

In case of total permanent disability employees with at least 15 years’ service 
receive $4.50 per month for each year of service. 

Insurance.—Employees are covered by life, weekly sickness and accident, hos- 
pital, and surgical benefits insurance. The cost of these programs is shared by 
employees and the company. 

Supplemental unemployment benefits.—Company contributes 5 cents per hour 
to a fund for payment of supplemental unemployment benefits to laid-off em- 
ployees. 

Jury duty.—Employees receive $5 per day, maximum of 14 days for jury duty. 

Call-in pay.—Minimum of 4 hours pay if worker reports and no work is avail- 
able. 


Answer to question No.7 


We have no reliable measure of the increase in auto industry productivity from 
1939 to 1957. Computations can be made with great difficulty from available 
published data but, for a number of reasons, the results inevitably would under- 
state by a considerable margin the actual advance in productivity. 

For one thing, it is impossible from the published data to catch more than a 
part—and probably a relatively small part—of the factors involved in the in- 
creasing complexity of cars and trucks which, without automation and other 
technological advances, would have required additional man-hours of work. 

For another thing, the published data throw no light on the increasing integra- 
tion of the motor vehicle industry. During the postwar period the assembly cor- 
porations, and quite likely the major parts producers as well, have brought into 
their own plants a substantial volume of work on parts and components formerly 
performed in establishments not classified as part of the automobile industry. 
This has had the effect of adding to the man-hours of work charged against the 
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auto industry’s final products without, of itself, adding to the volume of these 
products. 

An attempt to measure postwar productivity changes in the industry was made 
some time ago by the Bureau of Labor Statistics in connection with the prepara- 
tion of its productivity index for all manufacturing industry. We reviewed the 
worksheets and advised the Bureau that they did not take account of a large 
amount of publicly available data which, taken in the aggregate, would have a 
significant effect on the calculated rate of productivity advance. We also called 
the Bureau’s attention to data which, if obtained from the industry and from the 
Defense Department (the latter with respect to man-hours employed by the indus- 
try on nonautomotive defense production), would improve the accuracy of its 
automobile productivity computations. 

Representatives of the automobile corporations also criticized the Bureau’s 
methods; but with a view to discouraging the publication of any separate pro- 
ductivity index for the auto industry such as those published by BLS for steel 
and a number of other industries. We of the UAW have repeatedly called upon 
the Bureau to publish such an index. 

We have urged it to make determined attempts to obtain unpublished data from 
che corporations and elsewhere in order to give its results the greatest accuracy 
possible. And we have insisted that, at the very least, it make the fullest possible 
use of all—not merely some—of the relevant published data. 

We have the very strong impression that the Bureau has not developed an index 
for this industry because of the opposition of the auto industry. 

We know as a matter of fact that the industry has refused to cooperate with 
other public agencies seeking data on automation and other technological changes 
as they relate to productivity. For example, the Michigan Employment Security 
Commission has been unable to obtain such data and has so reported to the Com- 
mission on Automation appointed by the Governor of Michigan. Faculty mem- 
bers of Michigan’s State universities have also been confronted with a blank 
wall when they requested similar data from the corporations for research pur- 
pose. Some time ago, Senator Potter announced that the Labor Department was 
undertaking a study of automation in Michigan. Subsequently the Detroit news- 
papers reported the study has been abandoned. The reason, apparently, was the 
refusal of the industry to provide essential data. 

As noted on page 47 of our prepared statement, productivity in the auto in- 
dustry historically has advanced far more rapidly than in the economy as a 
whole; and there is every reason to believe it continues to do so. Data recently 
published by the Automobile Manufacturers Association for the period 1947-57, 
described on page 66 of the statement, strongly support this belief. It should 
be noted that the data cited on page 66 relate to changes in actual productivity. 
They understate potential productivity with presently installed productive faci- 
lities because 1957 was a relatively depressed year for auto production preventing 
the corporations from realizing the full possibilities of that equipment. 

Sincerely yours, 
NAT WEINBERG, 
Director of Special Projects. 


KEFAUVER-DIRKSEN LETTER 


ANTITRUST AND MONOPOLY SUBCOMMITTEE, 
November 19, 1957. 
Hon. Everett M. DIRKSEN, 
United States Senate, Washington, D. C. 


DeaR Everett: Upon my return from Europe today, your telegram of Novem- 
ber 8 was handed to me by Rand Dixon, wherein you objected to the scheduling 
of automotive hearings by the subcommittee at which labor and management 
will be heard simultaneously. Senator Wiley, by his letter of November 9, 
concurs with you in this objection. 

In my opinion, this objection would be well taken if the request to appear 
simultaneously had presupposed a round-robin appearance. However, my sug- 
gestion that labor and management be invited simultaneously did not envisage 
simultaneous testimony. As Mr. Reuther had advanced the proposition that 
management reduce the price of 1958 automobiles, in return for which labor 
would take this into account in negotiating new contracts of employment, it was 
my intention that he should be heard first by the subcommittee. This was made 
clear in the last paragraph of my letters of invitation. 
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It was, and is still, my belief that Mr. Reuther should be able to finish his 
presentation during the morning of the first day of the hearing. Thereafter, I 
think the subcommittee should hear management witnesses in order. For this 
reason, I can see no objection to asking management witnesses to appear at the 
same time that Mr. Reuther is expected to testify. If they will do so, not only 
can the subcommittee immediately begin to hear them in the afternoon, but their 
presence during the appearance of Mr. Reuther will afford these witnesses the 
opportunity to answer anything that they care to answer that might have been 
said by Mr. Reuther. It would be my intention under this procedure to offer Mr. 
Reuther the right to make any rebuttal that he might care to make after man- 
agement witnesses have testified. 

There is a possibility that all of the witnesses cannot be heard during the first 
day. In this event, I can see no objection to asking the witnesses to remain 
over and finish the second day. Of course, it is possible that if Mr. Reuther 
desires to make a rebuttal statement, this may have to be heard the third day. 

I eannot see how such a proceeding could be embarrassing to the subcommittee. 
On the other hand, 1 believe that such a proceeding will afford the subcommittee 
members, as well as both labor and management, an opportunity to explore the 
most troublesome problem facing America today, that is—how to sensibly work 
out a hold-the-line wage and price formula. 

At the request of Mr. George Romney, chairman and president of American 
Motors Corp., and the specific suggestion of Senator Wiley, I have today invited 
Mr. Romney to appear at the same hearing at which Mr. Reuther and the heads 
of the Big Three automotive companies have been invited. 

With kind personal regards, 

Sincerely, 
Iestes KEFAUVER, Chairman. 


O’MAHONEY BILL FOR PRICING PUBLICITY 
[From the Congressional Record, July 28, 1948] 
PUBLICITY OF PRICING POLICIES OF CERTAIN CORPORATIONS 


Mr. O’Manoney. Mr. President, I introduce for appropriate reference a bill 
to check inflation and aid in preserving a competitive economic system by requir- 
ing publicity of the pricing policies of certain large corporations, and I ask unani- 
mous consent that the bill, together with an explanatory statement prepared 
by me, be printed in the Record. 

The PRESIDENT pro tempore. The bill will be received and appropriately 
referred, and, without objection, the bill together with the explanatory statement 
will be printed in the Record. 

The bill (S. 2908) to check inflation and aid in preserving a competitive eco- 
nomic system by requiring publicity on the pricing policies of certain large 
corporations, was read twice by its title, referred to the Committee on Banking 
and Currency, and ordered to be printed in the Record, as follows: 

“Be it enacted, ete.— 

“DECLARATION OF POLICY 


“SeEcTION 1. The Congress recognizes (1) that mounting prices and mounting 
profits are undermining the purchasing power of the Nation and are setting the 
stage for a new depression, all at a time when international recovery and world 
peace depend in great measure upon stopping inflation, and (2) that a few giant 
corporations have control over the production, the distribution, and the price of 
basic commodities upon which all American economy depends. The Congress 
believes that inflation will be checked if the pricing policies of these corporate 
giants are publicly reviewed before increased prices may be made effective, and 
to that end the provisions of this act are enacted. 


“DEFINITIONS 

“Sec. 2. When used in this act— 

“(1) The term ‘commerce’ means trade, traffic, commerce, transportation, or 
communication among the several States, or between the District of Columbia 
or any Territory of the United States and any State or other Territory, or be- 
tween any foreign country and any State, Territory, or the Distict of Columbia, 
or within the District of Columbia or any Territory, or between points in the 


same State but through any other State or any Territory or the District of 
Columbia or any foreign country. 
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“(2) The term ‘essential commodity’ means any commodity which basically 
affects the cost of living or industrial or agricultural production, as determined 
and made public from time to time by the Federal Trade Commission. 

“(3) The term ‘person’ includes individual, partnership, corporation, or 
association. 


“PROHIBITION AGAINST CERTAIN PRICE INCREASES WITHOUT NOTICE 


“Sec. 3. No corporation in any industry engaged in the production of essential 
commodities for commerce, 30 percent or more of the annual output of which 
is produced by five or less of the producers in such industry, shall, either directly 
or through any subsidiary, affiliate, individual, or other person, fix any price 
for any essential commodity in excess of the price charged therefor by such 
producer in the ordinary channels of trade on July 27, 1948, until such corpo- 
ration has complied with the provisions of section 4 of this act and until a public 
hearing has been held as required by such section. The Federal Trade Com- 
mission shall determine and make public from time to time the industries to 
which this section applies. 


“NOTICE OF INTENTION TO INCREASE PRICES—PUBLIC HEARING 


“Sec. 4. (a) Any corporation desiring to make any price increase referred to 
in section 3 shall file with the Secretary of Commerce, the Attorney General, 
and the Federal Trade Commission a notice of intention to increase prices, 
particularly describing the commodity or commodities to which any increase 
is to be applied and indicating the extent and proposed effective date of such 
increase. Not later than 30 days after such notice has been given the Federal 
Trade Commission shall call a public hearing on the proposed increase at which 
it shall be the duty of the Federal Trade Commission, the Attorney General, 
and the Secretary of Commerce to examine such corporation with respect to 
the reasons for and the justifiability of the proposed increase and to take testi- 
mony on the impact of such increase on the economy of the Nation. At such 
public hearing all persons desiring to be heard shall be allowed to appear and 
give testimony either for or against the proposed increase under rules to be 
prescribed by the Federal Trade Commission. 

“(b) For the purpose of any such hearing the provisions of sections 9 and 10 
(relating to the attendance of witnesses apd the production of books, papers, 
and documents) of the Federal Trade Commission Act of September 16, 1914, 
as amended (U. S. C., title 15, sess. 49 and 50), are hereby made applicable to 
the powers and duties of the Federal Trade Commission, the Attorney General, 
and the Secretary of Commerce under this act; and the Federal Trade Commis- 
sion, the Attorney General, and the Secretary of Commerce may designate ex- 
aminers or other personnel from their respective agencies to administer oaths and 
affirmations, examine witnesses, and receive evidence. 

“(e) The Federal Trade Commission, the Attorney General, and the Secretary 
of Commerce shall make a joint report to the Congress upon such hearing and 
shall submit in connection therewith their joint or separate recommendations, 
if any, for additional action. 

“PENALTIES 


“Sec. 5. Any corporation violating the provisions of section 3, and any officer 
or agent of such corporation or any person acting for or employed by such corpor- 
ation who shall knowingly and willfully participate in any such violation, shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $5,000 or imprisonment for not more than 1 year, 
or both. 

“PROTECTION AGAINST REPRISAL 


“Sec, 6. Any corporation which either directly or indirectly refuses to do 
business with any person by reason of the fact that such person has given testi- 
mony at any hearing held under section 4, and any officer or agent of such 
corporation or any person acting for or employed by such corporation who 
shall knowingly and willfully participate in such action, shall be deemed guilty 
of a misdemeanor and upon conviction thereof shall be punished by a fine of not 
more than $5,000 or imprisonment for not more than 1 years, or both; and any 
such person who shall be injured in his business or property by the action of 
such corporation in so refusing, may sue therefor in any district court of the 
United States in the district in which the defendant resides or is found, without 
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respect to the amount in controversy, and shall recover threefold the damages 
by him sustained, and the costs of suit, including a reasonable attorney’s fee. 


“AUTHORIZATION FOR APPROPRIATION 


“Sec. 7. There is hereby authorized to be appropriated so much as may be 
necessary to enable the Federal Trade Commission, the Attorney General, and 
the Secretary of Commerce to carry out their respective functions under this 
act.” 


The statement by Mr. O’Mahoney was ordered to be printed in the Recorp, as 
follows: 


“THE PEOPLE OR THE PROFITEERS—STATEMENT BY SENATOR 0’MAHONEY 


“Congress is face to face with the issue: The people or the profiteers. 

“Both major parties have recognized the plain fact that the cost of living is 
higher now than at any time in history. It will not do for Congress to waste its 
time in fruitless debate about who or what is responsible for this condition. It 
is here. The question is, What are we, the only legislative power of the Nation, 
going to do about it? We must act or drift. If we act, we can stop inflation now. 
If we drift, it will become steadily worse and create a constantly growing demand 
for more and more drastic action. 

“IT am introducing a bill to hold inflation immediately by stopping price in- 
creases on basic commodities, the supply of which is controlled by a handful of 
corporate managers and the prices of which are likewise fixed by management. 

“When 3 or 4 giant corporations can fix the prices and the supply for the 
basic commodities in daily use by 140,000,000 Americans—and this is the situ- 
ation—it is time to realize that the people of the United States have become the 
subjects of private economic government over which their Congress declines to 
exercise any restraining influence, although it has the constitutional power to do 
so. 

“As I have already pointed out, 3 meatpacking corporations produce 43 per- 
cent of all the processed meat consumed by all the people of the United States. 
They also fix the prices, and their corporate reports show that they are making 
record profits. There are 121 basic products in common use throughout the 
United States by business for industrial production and by the people for their 
daily living which are Onder such concentrated control that in 1987 more than 
75 percent of the total output of each commodity was manufactured by only 
4 firms. These commodities range from meat and corn sirup to steel, milk 
bottles, and cigarettes to gasoline, tires, tin cans, and window glass. There is 
scarcely a commodity in daily demand from the building of homes to living in 
them that is not subject to this concentrated control. 

“My proposal is simple—it is merely that no corporation engaged in the produc- 
tion of essential commodities, 30 percent or more of the annual output of which is 
produced by 5 or less of the producers in the industry, may increase the price 
for such a commodity without first filing with the Secretary of Commerce, the 
Attorney General, and the Federal Trade Commission a notice of intention to in- 
crease the price, and no such price will be permitted until within 30 days after 
the filing of such notice the Federal Trade Commission shall have called a public 
hearing on the proposed increase at which the producer shall be subjected to 
examination as to the reasons for and the justifiability for the proposed increase. 

“This proposal requires no new machinery. The Federal Trade Commission 
now has the power to conduct such investigations. The only thing new about this 
proposal is that the hearings shall be held before profiteering takes place and 
not afterward when it can do the people no good. 

“It will be effective because the giant corporations which control the supply and 
fix the prices of the commodities 140 million people must buy will be unwilling 
to subject themselves to cross examination about their pricing policies and their 
gigantic profits. 

“The National City Bank of New York City, in its economic letter of June 1948, 
reported that the net income after taxes of the 100 largest manufacturing corpo- 
rations increased in 1947 91 percent over the net income after taxes in 1945. 
The jump was from $1,943 million in 1945 to $3,730 million. The income of these 
corporations is so great that they are plowing it back into plant expansion and 
thus gaining a still larger control over the production of industrial commodities 
in the United States. 
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“Congress has not hesitated to enforce a cooling off period on organized labor 
which may not sell its commodity for the price it demands under the Railway 
Labor Act and the Taft-Hartley Act until a certain period of time has elapsed. 
If we can freeze the wages of labor, certainly we can freeze the prices at which 
concentrated business organization sells its products particularly when the pub- 
lic interest demands that Congress halt inflation. 

“These corporations are collectivist institutions which are managed not by 
their owners, the stockholders, but by hired executive managers. They are setting 
the pattern for political collectivism and unless Congress acts to stop this concen- 
tration of economic power the battle to prevent political collectivism in the United 
States will be on us before we know it. 

“The measure I suggest is a perfectly constitutional proposal. The men who 
drafted the Constitution of the United States gave to Congress the power to 
regulate commerce. This power does not belong to the President. It does not 
belong to the courts. It belongs to the Congress, and if the Members of Congress 
choose not to exercise this power, they will not only be abandoning the people 
to the profiteers but they will be abandoning their constitutional duty to protect 
a democratic economy in a democratic system.” 
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ANNUAL REPORT OF 
BOARD OF INTERNATIONAL TRUSTEES 


February 20, 1957 


TO THE OFFICERS AND MEMBERS OF THE 
INTERNATIONAL UNION, UNITED AUTOMOBILE, 
AIRCRAFT AND AGRICULTURAL IMPLEMENT 
WORKERS OF AMERICA—UAW: 


Dear Sirs and Brothers: 


We, the International Board of Trustees, in conformity with the International Con- 
stitution, have caused the books of the International Secretary-Treasurer to be audited 
as of December 31, 1956, and we attest to the fact that the accompanying audit presents 
fairly the position of the International Union. 


The net worth of the International Union as of December 31, 1956, is $34,736,- 
768.20, which is an increase of $509,671.86 as compared to the net worth of June 30, 
1956. The liquid assets of $26,321,998.79 as of December 31, 1956, represents a de- 
crease in the amount of $833,109.34 as compared with those of June 30, 1956. 


During the six months ended December 31, 1956, the receipts totaled $11,538,- 
531.95. Against these for the same period were expenditures of $11,126,016.29. Fur- 
ther scrutinization of receipts and expenditures for the six months ended December 31, 
1956, discloses that the various investment accounts show a net increase in the amount 
of $92,674.07 during the period analyzed as follows: 


Balance Balance + Increase or 

12-31-56 6-30-56 —Decrease 
Investment Securities _.._.._...---- $23,037,692.56 $24,283,317.56 $—1,245,625.00 
Mortgages Receivable .....--.--- 1,653,890.14 1,092,824.98 + 561,065.16 
Notes Receivable _.......------ 484,354.20 507,439.71 — 23,085.51 
Union Building Corp. (U. S. A.)-- 5,346,916.19 4,556,634.03 + 790,282.16 
Union Building Corp. (Canada) --- 111,233.53 101,433.53 + 9,800.00 
I 19,975.30 19,738.04 oa 237.26 
SE a ae $30,654,061.92 $30,561,387.85 $+ 92,674.07 








The International Strike Fund’s total receipts for the three years ending December 
31, 1956, exceeded the said fund’s total net expenditures for the same period in the 
amount of $13,778,522.17, thereby reflecting a similar increase in the allocation of 
liquid assets held by the International Union to the said fund during the three-year 
period involved. 


It must be stated that the major reason for this increase in the International Strike 
Fund’s liquid assets was resultant from special Strike Fund Dues collected during this 
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three-year period, although rather large expenditures have been applied against such 
income in the fund’s operations. 


Taking the Strike Fund expenditures for the calendar year ending December 31, 
1956, into consideration discloses a very encouraging picture in the said fund's. opera- 
tion. Expenditures for the first six months of 1956 exceeded those for the final six 
months of the same year in the amount of $7,365,975.57. 


On the whole, we believe that in view of increased operating costs the Union has 
made sound progress. 


Sincerely and fraternally, 


by h; Tivcae 


Mike Novak, Chairman of Trustees, UAW 


Anna May Bond, Trustee 


tong iP Petia 


King W. Peterson, Trustee 
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REPORT OF SECRETARY-TREASURER EMIL MAZEY 
FOR YEAR ENDING DECEMBER 31, 1956 


This report is a summary of our regular annual audit of the financial records of the 
International Union, UAW, for the year 1956, conducted by Clarence H. Johnson, Cer- 
tified Public Accountant. 


RESOURCES 


Total Resources of the International Union as of December 31, 1956, were $35,- 
070,285.43. This is a decrease of $4,721,857.50 from December 31, 1955, when our 
Total Resources were $39,792,142.93. The decrease in our Total Resources is due to 


Strike Expenditures in excess of Strike Fund Income and a reduction of our General 
Fund. 


LIABILITIES 


Liabilities as of December 31, 1956, amounted to $333,517.23, represented by un- 
paid bills and ounts, Per Capita Taxes to the AFL-CIO and Canadian Labour Con- 
gress, Payroll Deductions and Exchanges. 


NET WORTH 


Our Net Worth, which represents excess of Resources over Liabilities, amounted to 
$34,736,768.20 on December 31, 1956. Included in our Net Worth were Liquid Assets 
of $26,321,998.79 (cash in Banks and Savings and Loan Associations, United States 
Government Bonds and Dominion of Canada Bonds) and other assets of $8,414,769.41 
(investments in Union Building Corporation, Health Institute, Vehicles, Furniture and 
Fixtures, Accounts Receivable, Notes and Mortgages Receivable, Supplies for Resale and 
Stocks) . 


LIQUID ASSETS 


Liquid Assets as of December 31, 1956, amounted to $26,321,998.79, which rep- 
resents a decrease of $5,926,095.42 since December, 1955, when Liquid Assets were 
$32,248,094.21. 


Following is a comparison of Fund Balances between December 31, 1956, and De- 
cember 31, 1955: 


COMPARISON OF FUND BALANCES 
+ Increase 


or 
Dec. 31, 1956 Dec. 31, 1955 —Decrease 

eee COs. Joc ek. eel 3. $ 3,962,257.74 $ 5,253,738.65 $—1,291,480.91 
ee ct ee cee SEeeTeS 26,743,763.19 4,.346,886.20 
Citizenship ND sis iared Gatds ohne ck 49.017.98 73,691.22 122,709.20 
Eopectaon FUNG .......<-....-. 96,110.56 6,045.60 90,064.96 
Redestion Band: ioc cscs ccs son 72,440.03 124,823.04 52,383.01 
Fair Practices and Anti- Discrimina- 

I peop des ar aol aon oe 59,322.27 58,123.71 22,571.14 








$26,321,998.79 $32,248,094.21 $—5,926.005.42 
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INVESTMENT INCOME 


Interest and Dividends from investments during the year 1956 amounted to 
$595,130.83 from Bonds, $57,180.68 from Notes and Mortgages Receivable, $54,936.82 
from Banks and Savings and Loan Associations, and $1,132.40 from Stocks of Com- 
panies with which the UAW has contracts, for a total of $708,380.73. 


MEMBERSHIP 


Average monthly dues-paying membership for the calendar year 1956 was 1,320,513 
compared to 1,328,634 for the year 1955, representing a decrease of 8,121 average dues- 
paying membership. We have 65,225 members of our Union who are currently retired. 


These members enjoy full membership privileges and are exempt from the payment of 
dues. 


GENERAL FUND 


You will note on the Comparison of Fund Balances that the General Fund shows a 
decrease of $1,291,480.91. The General Fund is the operating fund of our Union from 
which the bulk of the Union expenditures are made. aaa this fund is paid Salaries of 
our Staff, Office and Maintenance Employes, Rent, Telephone and Telegraph, and other 
ordinary operating expenses. During the year 1956, expenditures of $1,022,523.94 were 
made on the expansion of Union Headquarters. 


STRIKE FUND 


Our Strike Fund as of December 31, 1956, amounted to $22,396,876.99, a decrease 
cf $4,346,886.20 since December 31, 1955, when our Strike Fund amounted to $26,- 
743,763.19. During the year we gave Strike Donations to 140 local unions amounting 
to $9,312,097.41 compared to $11,554,095.66 in 1955, $4,381,743.07 in 1954, $2,- 
269,235.06 in 1953, $1,265,630.60 in 1952, and $1,860,405.59 in 1951. A summary of 
Strike Donations for 1956 can be found on pages 7, 8 and 9. 


] urge you to study carefully this summary report and the detailed audit report to 
become better acquainted with the financial structure and functions of our Union. 


I wish to thank my fellow Officers, Board Members, Staff Members, and others for 
their fine cooperation during the past year. 


Respectfully submitted, 


EMIL MAZEY, 
International Secretary-Treasurer. 
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STRIKE EXPENDITURES 
January 1, 1956—December 31, 1956 


Region 1 
(East Side of Detroit) 


Local Name of Plant Donation 
195 Corts Berl .......... $ 1,411.87 
155 Stamping, Service -_.--- 34.52 
155 Experimental Tool ---_- 13.37 
155 Screw Machine Tool —_- 253.00 
155 Robbins Engineering __- 1,270.76 
272 Champion Spark Plug _- 52,176.42 

Total Region 1 _____--- $ 55,159.94 

Region 1A 

(West Side of Detroit) 
Local Name of Plant Donation 

49 ExCello Corp. --___--- $ 540.62 
157 Bratton Tool & Die Co. 47.00 
157 Acme Mfg. Co. ~.-.._- 133,12 
174 Revere Copper & Brass_ 68,072.57 
254 American Blower Corp.- 408.84 
408 H. B. Trerice Co. ____- —44.65 
408 Columbia Steel Unit ___ 428.00 
408 Edmund Hans Industries 79.75 
985 Winter Bros. Stamping- 349.77 
985 Turchan Follower Unit- 25.02 
985 Haberstump Harris ._-- 62.41 

985 Four Seazons _________ .96 
985 LaFayette Steel ________ —192.98 
985 Goddard & Goddard ___ 53,985.38 
985 Ferndale Aluminum Co._ 73.59 

Total Region 1A______- $ 123,969.40 

Region 1B 

(Southern Michigan 
Except Detroit) 

Local Name of Plant Donation 
138 Hastings Mfg. Co. ___-$ —111.72 
150 American Stamping Co. 5,712.21 
666 Sparks Withington ___- 400.00 
859 Monroe Steel Castings__ 12,230.99 
873 Formed Tubes, Inc. ____ 1,671.00 
963. Oro Bits. Co. ..-....- 19.16 

1193. -Brazeway, Inc. ........ 16,109.03 

Total Region 1B_____-_- $ 36,030.67 

Region 1C 

(East Central Michigan) 

Local Name of Plant Donation 

655 Standard Cotton 
OID aise cect --$ -1,166.71 
Total Region 1C______- $ -1,166.71 


Region 1D 
(Western Michigan) 

Local Name of Plant Donation 
21 Cone Drive Gears -_--- < —23.86 
61 Autopulse Corp. ------ —479.10 

152. Mt. Clemens Metal Prod 122.27 
i 118,559.52 
460 Wolverine Brass Wks.__ 5,168.20 
784 Cadillac Malleable Iron_ 31,251.95 
526 Bay Mfg. Division ----- 900.02 
828 Blackmer Pump Co. --.- 1,373.01 

Total Region 1D __---- $ 156,872.01 

Region 2 
(Northeastern Ohio and 

Part of Pennsylvania) 

Local Name of Plant Donation 
70 Geometric Unit ------- $ 649.06 
70 Cloyes Gear Unit __--- 18.00 
88 Willard Storage & 

eneeey «| Jie sssentes 110.01 
217 Locke Machine Unit --- 1,771.47 
217. mote Steel ........-~ 80.45 
649 Fageol Products -_----- 181.09 
725 Harris Seybold Co. ---- 20,087.00 
976 Davey Compressor Co._ 11,400.32 
1186 Willys Overland -_-_-- —43.16 
1260 Crucible Steel Casting - 1,829.57 

Total Region 2 ~------- $ 36,083.81 

Region 2A 
(Southern Ohio and 

Part of Pennsylvania) 

Local Name of Plant Donation 

17 Ilsco Copper Tube -_--- $ 35.15 
7 ea Be 4,051.53 
402 Int'l Harv., Cafeteria 

Mbit s saiede00i. 22 3,027.00 
648 United Aircraft Prod. - 6,873.08 
768 Wilmington Castings 14,124.93 
927 North American 

RE ee ene 765.00 
1225 LaTrobe Foundry _-_--- 504.80 

Total Region 2A __---- $ 29,381.49 

Region 2B 
(Northwestern Ohio) 

Local Name of Plant Donation 
2 Auto Litt Ginktt _....... $ 1,825.00 
16 Dura Mfg. Corp. ------ 697.04 
393 Garage Mechanics -_--- 2,264.77 
393 Farrell and Cheek __-_- 19,314.00 

1058 Doehler Jarvis Corp. -- 810.29 

1072 Grizzly Mfg. Div. ---- 172.40 

0 Bee Bo Sck 1,561.03 

1246 ExCello _- 73.68 


Total Region 2B -$ 26,718.21 


— 2 oS ee oe oe ot ee & 
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Region 3 Region 6 
(Indiana and Kentucky) (West Coast) 

Local Name of Plant Donation Local Name of Plant Donation 
$7. Int'l Masvester ..cc.-~. $ -987.58 148 Douglas Aircraft _____- $ -5,073.95 
98 Int'l Harvester ______-~ 335.94 216 B.O.P. Plant, GM _-.-- 27,844.00 
156 Perfect Circle ...----- 1,628.00 811 Repcal Brass ~---...--- 72.54 
226 Int'l Harvéster ....-.-- —2,071.30 811 Weber Showcase & 

305 Int'l Harvester -_.----- 95.38 Fixture --.----.-- ---- 20,990.00 

321 American Lawn Mower ~~ —33.78 ‘ st fa 
370 Perfect Circle _.-.----- 15,634.06 Total Region 6 --_- ----$ 43,832.59 
495 Muncie Gear Works __- 348.50 . 

817 Int'l Harv. Fdry. --.--- 1,393.81 Region 7 
832 Perfect Circle ~......-- 65.37 (Canada) 

862 Ford Motor ---------- 487.28 . 

1164. Allis-Cheimers __._.____ 593.20 Local Name of Plant Donation 

1318 Int'l Harvester --_----- 428.95 27 GM Plant, London -_--$ 145,535.94 

1336 Int'l Harvester ___._-_- 190.29 112 DeHavilland Aircraft __ 24,669.22 

ere 195 GM Plant, Windsor - 153,331.65 
Total Region 3 _------- $ 18,108.12 199 McKinnon Indus. __-__._ 877,589.37 
: 222 GM Plant, Oshawa ~_-_ 2,093,245.51 
Region 4 251 Schultz Die Cast. _.._. 42,243.44 
(Illinois, Iowa and 303 GM Frigidaire -..---_-- 212,432.60 
Nebraska) 456 Holmes Fdry., Ltd. ~--- 6.40 
2 1265 Canadian Name Plate —- 1,867.00 
Local Name of Plant Donation ee 
6 Int'l Harvester ________$ 3,548.22 Total Region 7 ~----~~~~$3,550,921.13 
79 John Deere Spreader __ 184,598.87 . 
81 John Deere Malleable __ 162,782.98 Region 8 
177 Strom Steel Ball Co. --- 909.39 (Southeastern United States) 
a re —s “ree Local Name of Plant Donation 
385 Continental Motors —_-_- —44.70 10 Gen. Motors B.O.P.__-- $ 598.00 

453 Barrett Cravers _..._.--. 838.01 473 Jackson Battery Co. __. 102,122.11 
450 John Deere Wks. _----. 273,310.00 498 Int'l Harvester _.___+- 11,235.00 
477 Revere Copper & Brass- 49,323.11 840 Bellanca Aircraft _____- 5,832.05 
517 Renberg & Jacobson —__- 47.14 894 Int'l Harvester ___-- —54.90 
562 Western Tool & Stamp- 920.00 988 Int'l Harvester ____~--- —6,443.66 
865 John Deere Harv. Wks. 666,967.00 1198 American Metal Prod._- —898.26 
876 Revere Copper & Brass_ 2,649.73 —— — 
974 Caterpillar Tractor -_-- 1,345.80 Total Region 8 ___----$ 112,390.34 
OF Deepa eSlures.2...2ds 253.97 . 

1012 Int'l Harvester _.-_-- 52.53 Region 9 

1027 Allis-Chalmers ES: -—49.91 (New York, New Jersey and 

1101 Int'l Harvester _-~-_- 172.97 Part of Pennsylvania) 

1214 Harrison Sheet Steel Co. 829.33 7 

1301 Int'l] Harvester _....... 7,481.22 Local Name of Plant Donation 

1304 Int'l Harvester --_----- 919.24 55 Truck Equipment Corp._$ 1,300.00 

1308 Int'l Harvester --.-.-~- 2,713.81 55 Curtis Screw Co. .....- 2,074.00 

1333 Int'l Harvester --_---~- 15.07 92 Bud Red Lion Plant ___ 163,752.00 

1357 Int'l Flacvester ......... 1,158.02 146 Walter Kidde Company- 928.01 

1361 Int'l Harvester --..---- 21.99 359 White Metal Mfg. ___- 2,139.00 

1382 Int'l Harvester -------- 93.32 416 Fidelity Machine Co. —- 4,338.30 

; einen 436 Walter Kidde Co., Inc.- 653.10 
Total Region 4 -...--- $1,366,455.88 585 Richmond Metal Mfg._- 12.00 
: 593 Syncro Machine Co. _-_- 19.32 

Region 5 585 Selas Corp. of America_ 14,981.00 
(Southwestern United States) 644 Reading Aviation Co. - 1,832.00 

Local Name of Plant Donation 1056 Doehler Jarvis Corp. - a91.37 

1098 Blue Ridge Pressure 
324 Westinghouse Elec. ___-$ 975.47 NII boa retrace = 2,883.00 

888 Bryant Mfg. Co. ------ 14,616.00 1206 Willard Storage Battery 8,432.00 

917 Aero Design & Eng. --- 87,521.73 1232 McKaig Hatch Co 332.05 


Total Region 5 -_-.---- $ 


103,113.20 Total Region 9 -____-__$ 203,927.15 
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Region 9A 


(New England States and 
Long Island) 


Local Name of Plant Donation 
133 Fafnir Bearing Co._____$ 1,853.00 
168 Revere Copper & Brass 54,882.71 
259 Service Garage Units 2,345.00 
297 Schatz-Federal Bearing 163,405.12 
365 Belmont Smelting, & 

Refining -_._---_- pa 4,000.00 
365 Ace Utilities, Inc. : 3,070.00 
379 Jacobs Mfg..Co.__--- 1,115.10 

518 Allen Mfg. Co._...---- 5,618.00 
661 Fairchild Eng. Div.__- 35,907.00 
1251 Mattatuck Mfg. Co. 9,330.62 
1279 Skinner Chuck Unit_-- — 191.00 
1565 Chase Brass & ype 213,632.71 
1604 Scovill Mfg. Co..__-- 237.00 





Total Region 9A__--.--$ 495,205.26 


Region 10 
(North Central United States) 

Local Name of Plant Donation 
i25*. Ohe@hay, facs 2. cas... $ - 106.12 
283 Wisconsin Motor Corp. 66,682.00 
349 Garage Employes ---_-_-~- 262.31 
756 LeRoi Div. WAC__---- 9,395.00 
763 IHC Str. Paul Parts Depot 12,277.56 
833 Kohler Mfg. ---------- 1,870,076.53 
1282 McQuay, Inc..._-.----- 2,936.10 





Total Region 10-_..--- $1,961,523.48 


Miscellaneous 
Perfect Circle Strike $ 11,584.94 
Wolverine Tube, Decatur, Ala. 20,900.80 
IUE-AFL-CIO 700,000.00 
Communication Wkrs. of Am._ 250,000.00 
Int'l Woodworkers 5,000.00 
United Glass & Ceramic Wkrs. 10,000.00 
Ford of Canada (Insurance 

| eer ers _.. -37,441.70 
North American (Refund) Diss — 362.64 
Cast Metals (Organizational 2B) 1,845.00 
Miscellaneous 

(Legal Fees, Supplies, etc.) - 32,045.14 

Total Miscellaneous ‘ $ 993,571.54 


TOTAL STRIKE EXPENDI- 
TURES $9,312,097.41 
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CLARENCE H. JOHNSON 


Certified Public Accountant 


DETROIT, MICHIGAN 
Member 
American Institute of Accountants 
Michigan Association of 
Certified Public Accountants 


January 29, 1957. 


TRUSTEES, 

INTERNATIONAL EXECUTIVE BOARD, 

INTERNATIONAL UNION, 

UNITED AUTOMOBILE, AIRCRAFT AND AGRICULTURAL IMPLEMENT 
WorKERS OF AMERICA—UAW, 


8000 EAST JEFFERSON AVENUE, Detroit 14, MICHIGAN. 


Gentlemen: 


In accordance with your instructions, a detailed examination has been made of the 
Cash Receipts and Disbursements of the 


INTERNATIONAL UNION 
UNITED AUTOMOBILE, AIRCRAFT AND AGRICULTURAL IMPLEMENT 
WORKERS OF AMERICA—UAW 


for the period ended December 31, 1956, and as a result thereof the following financial 
statements have been prepared: 


EXHIBIT 


“A”’—Statement of Resources and Liabilities 
December 31, 1956. 

B’’—Statement of Cash Receipts and Disbursements 
Six Months ended June 30, 1956. 
Six Months ended December 31, 1956, and 
Year ended December 31, 1956 

C’’—Statement of Funds 


Six Months ended June 30, 1956 
Six Months ended December 31, 1956, 
Year ended December 31, 1956. 


SCHEDULE 


B-1""—Summary of Fund Receipts 
Six Months ended June 30, 1956. 
Six Months ended December 31, 1956, and 
Year ended December 31, 1956. 
B-2’’—Summary of Fund Disbursements 
Six Months ended June 30, 1956. 
Six Months ended December 31, 1956, and 
Year ended December 31, 1956 
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Certificate 
I have examined the Statement of Resources and Liabilities of the 


INTERNATIONAL UNION 
UNITED AUTOMOBILE, AIRCRAFT AND AGRICULTURAL IMPLEMENT 
WORKERS OF AMERICA—UAW 


as of December 31, 1956, and the Statement of Cash Receipts and Disbursements for the 
year ended December 31, 1956; have reviewed the system of internal control and the 
accounting procedures of the International Union and, without making a detailed audit 
of all the transactions, have examined or tested accounting records of the International 
Union and other supporting evidence by methods and to the extent deemed appropriate. 
In my opinion the accompanying Statement of Resources and Liabilities and related 
Statement of Cash Receipts and Disbursements present fairly the position of the 


INTERNATIONAL UNION 
UNITED AUTOMOBILE, AIRCRAFT AND AGRICULTURAL IMPLEMENT 
WORKERS OF AMERICA—UAW 


as of December 31, 1956, and the result of its operations for the year ended December 
31, 1956, in conformity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Very truly yours, 


CLARENCE H. JOHNSON, 
Certified Public Accountant. 


IN 


CL 
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EXHIBIT ‘'A‘' 


Statement of Resources and Liabilities 


December 31, 1956 


RESOURCES 


CASH 
ROCCE B08, HEI BARE N 5 ccn cc sccenticas cnn isennnancepvenpgrysewena~oapnpse ; 


INVESTMENT SECURITIES—(Cost): 


U. S. Government Bonds and Certificates of Indebtedness.. 
Dominion of Canada Bonds............00:0.0:i 
General Motors Acceptance Corporation Bonds 


TOTAL LIQUID ASSETS...................... 


ACCOUNTS RECEIVABLE: 


Salary Advances—Employees .......... Sion 
Miscellaneous Advances ........................... eee, 
CI Tr a associ cccceecscstcime sin etbntednckeh 
Local Unions for Supplies and Literature... 


MORTGAGES RECEIVABLE ................... 

NOTES RECEIVABLE 

INVENTORIES: 
Supplies for Resale ................... 


FIXED ASSETS: 


Furniture and Fixtures .. 
I, or cite a cccnee ; 


LESS—Reserves for Depreciation 


INVESTMENTS: 
Union Building Corporation—v. S. A. 
Union Building Corporation—Canada . 
Health Institute of the UAW.......... 
Stocks oats 


TOTAL RESOURCES .. 


LIABILITIES 
CURRENT LIABILITIES: 
Accounts and Bills Unpaid... 
AFL-CIO Per Capita Taxes... a 
Industrial Union Department AFL-CIO Per Capita Taxes 
Canadian Labour Congress Per Capita Taxes... 
Payroll Deductions and Exchanges. oe 


TOTAL LIABILITIES .. 


.$21,382,680.06 


10,000.00 
1, Te eaaeO 


$ 954.51 
364,487.54 
85,355.00 
8,761.20 





$ 1,155,353.78 
25,630.82 





$ 1,180,984.60 
605,718.57 


.-$ 5,346,916.19 


111,233.53 
51,948.19 
19,975.30 


$ 101,712.32 
49,611.56 
27,000.00 

4,939.62 
150,253.73 
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$ 3,282,906.75 
1,399.48 


23,037,692.56 
$26,321,998.79 


459,558.25 


1,653,890.14 
484,354.20 


45,144.81 


575,266.03 


5,530,073.21 
$35,070,285.43 


$ 333,517.23 








3338 ADMINISTERED PRICES 


EXHIBIT ‘‘A‘* (Continued) 


NET WORTH 


NET WORTH REPRESENTED BY EXCESS OF RESOURCES 
OVER LIABILITIES ALLOCATED AS FOLLOWS: 


Represented by Liquid Assets: 





I a an eae ; $ 3,962,257.74 c 
International Strike Fund .......0.0.22220000000.000..2....--- y . 22,396,876.99 
oan ccces nse sacewensvonneannes 49,017.98 A 
Fair Practices and Anti-Discrimination Fund................ 35,552.57 
i i . Ssanstbenen since Sete ae 96,110.56 
I i ae NN eel Z 72,440.03 
Total Represented by Liquid Assets...................... $26,321,998.79 
Represented by Other Assets ..........2.2...2..--:ccc-cccceceeceeneeee-eeeeee 8,414,769.41 $34,736,768.20 
TOTAL LIABILITIES AND NET WORTH.................... $35,070,285.43 
)] 


CA 
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EXHIBIT ‘'B*' 
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Statement of Cash Receipts and Disbursements 


Six Months 


Six Months 











Ended Ended 
June 30, 1956 Dec. 31, 1956 
CASH ON HAND—December 31, 1955............ $ 3,851,822.63 
June 30,; 1956.....:..:........-... $ 2,870,391.09 
ADD—RECEIPTS: 
TOT FINE oo ccnccemnensseeee cialbiaaetiaiinbasiiedeanaicatiies $ 8,701,034.92 $ 7,261,453.28 
International Strike Fund ............................ 2,702,331.83 2,262,879.38 
Citizenship Fund ............. sassdhnetananaseteriaatmaenasaies 425,069.98 370,764.47 
Fair Practices and Anti-Discrimination 
ee ee 84,257.40 74,204.16 
I ec emlueelaeen 262,598.69 222,931.85 
a eae ceesencninen 127,129.97 100,673.81 
TOTAL FUND RECEIPTS...................... $12,302,422.79 $10,292,906.95 
Sale of Investment Securities: 
U. S. Government Bonds and Certifi- 
cates of Indebtedness............................ 4,111,601.56 1,000,000.00 
General Motors Acceptance Corpora- 
WER BIG D -anssscsssiciiiinn as tavcsactnecstninssetienees 245,625.00 
TOTAL; RECESS ««.~~.86-L0e.6S.-~2. $16,414,024.35 $11,538,531.95 
ee Sie Ee... ee $20,265,846.98 $14,408,923.04 
DEDUCT—DISBURSEMENTS: 
CRIN ascot Sa alld dts vat mensniiokcantanaaill $ 8,228,490.18 $ 9,025,478.93 
International Strike Fund ...........................- 8,339,036.49 973,060.92 
IES MO a Ss acscnsicevmcvoninocnnanneeoneres 304,484.79 614,058.86 
Fair Practices and Anti-Discrimination 
PE cian. Babson. Conschissn Dau, 80,585.49 100,447.21 
I ines 302,371.28 273,224.22 
NON Fi ccc toceceticn lg titageneneents 140,440.64 139,746.15 
TOTAL FUND DISBURSEMENTS......$17,395,408.87 $11,126,016.29 
Interest Accrual on Deposit with 
RIND ERUUMNDOR! acd oe ok coctewsactsnnesees 47.02 
TOTAL DISBURSEMENTS ..................-- $17,395,455.89 $11,126,016.29 
CASH ON HAND—June 30, 1956...................... $ 2,870,391.09 


December 31, 1956 





$ 3,282,906.75 





Year 
Ended 
Dec. 31, 1956 


$ 3,851,822.63 


$15,962,488.20 
4,965,211.21 
795,834.45 
158,461.56 
485,530.54 
227,803.78 


$22,595,329.74 


5,111,601.56 
245,625.00 
$27,952,556.30 
$31,804,378.93 


$17,253,969.11 
9,312,097.41 
918,543.65 
181,032.70 
575,595.50 
280,186.79 


$28,521,425.16 


47.02 
$28,521,472.18 


$ 3,282,906.75 
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EXHIBIT "'C** 


Statement of Funds 


Six Months 
Ended 


June 30, 1956 
GENERAL FUND: 


Six Months 
Ended 
Dec. 31, 1956 


Year 
Ended 
Dec. 31, 1956 























BALANCE—Beginning 2.-ccccc----ccoccceeeono- $ 5,253,738.65 $ 5,726,283.39 $ 5,253,738.65 
|. ay llama amide 8,701,034.92  7,261.453.28  15,962,488.20 
$13,954,773.57 $12,987,736.67 $21,216,226.85 
LESS—Disbursements .....-coc-cccseesseneoee------ 8,.228,490.18  9,025,478.93  17,253,969.11 
BALANCE—Exndirng cscccccesscsesccseseesnnceeoeeeene $ 5,726,283.39 $ 3,962,257.74 $ 3,962,257.74 
INTERNATIONAL STRIKE FUND: 
BALANCE—Beginning 0---.-:.cc---c0ccc0eee-0 $26,743,763.19 $21,107,058.53 $26,743,763.19 
Saitesieemiete R00 654. 648-acaceuse-G4e- 2'702'331.83 226287938  4.965,211.21 
$29,446,095.02 $23,369,937.91 $31,708,974.40 
LESS—Disbursements ..-...:cc-ccc---sseococs-e---- 8,339,036.49 973,060.92  9,312,097.41 
BALANCE—Ending .ccccccccccoccccesescnocceeeenoee $21,107,058.53 $22,396,876.99 $22,396,876.99 
CITIZENSHIP FUND: , 
BALANCE—Beginning _..............---.. $ 73,691.22 $ 194,276.41 $ 73,691.22 
a 425,069.98 370,764.47 795,834.45 
$ 498,761.20 $ 565,040.88 $ 869,525.67 
LESS—Disbursements. ......-..........--0c-eese-ee-e0e- 304,484.79 614,058.86 918,543.65 
Re OCI $ 194,276.41 $ 49,017.98 $ 49,017.98 
FAIR PRACTICES AND ANTI-DISCRIMI- 
NATION FUND: 
BALANCE—Beginning .....-----csccccce-eenoce----- $ 58,123.71 $ 61,795.62 $ 58,123.71 
CTT nun 84,257.40 74,204.16 158,461.56 
$ 142,381.11 $ 135,999.78 $ 216,585.27 
LESS—Disbursements ............. Cea 80,585.49 100,447.21 181,032.70 
BALANCE—Ending .2-ccc-cccecccenccceneem-$ 61,795.62 $ 35,552.57 $ 35,552.57 
EDUCATION FUND: a ah 
BALANCE—Beginning ....................-----.-.-----3 $ 6,045.60 $ 45,818.19 $ 6,045.60 
ta 262,598.69 222,931.85 485,530 54 
$ 256,553.09 § 177,113.66 $ 479,484.94 
LESS—Disbursementts ....... 302,371.28 273,224.22 575,595.50 
a $ 4581819 $ 9611056 $ 96,110.56 
RECREATION FUND: 
BALANCE—Beginning .................... _..$ 124,823.04 § 111,512.37 §$ 124,823.04 


RII sianssatenntiinnictintainocieaninroiny 127,129.97 


$ 251,953.01 





LESS—Disbursements ...............---.-----.-«-+-++- ae 140,440.64 
RR IRIIE  ceseccnccccnrecsensncsneranssenvesenel S 11151237 





GRAND TOTAL ALL FUNDS.............. $27,155,108.13 





100,673.81 
$ 212,186.18 
139,746.15 
$ 72,440.03 


$26,321,998.79 


227,803.78 
$ 352,626.82 
280,186.79 


$ 72,440.03 
$26,321,998.79 





IN 


CT’ 


FA] 








$ 2, 262, 879.38 


ADMINISTERED PRICES 3341 
SCHEDULE ‘''B-1"' 
Summary of Receipts 
Six Months Six Months Year 
Ended Ended Ended 
June 30,1956 Dec.31, 1956 Dec. 31, 1956 
GENERAL FUND: 
Oa cess ccvenesscnannss $ 7,583,622.73 $ 6,679,229.33 $14,262,852.06 
TS, Boke RS semitncergnsics 115,459.50 65,136.00 180,595.50 
Peenaneeats OO — oo... k... oe aah 2,399.00 1,402.00 3,801.00 
bo A area od Se 545.29 599.05 1,144.34 
Charter and Supplies .................................. . 489.00 495.00 984.00 
I a cs 5 46,448.28 39,259.84 85,708.12 
Burglary and Holdup Insurance.................. 28.76 5,157.50 5,186.26 
Ford Umpire and Council Per Capita Taxes 39,793.50 37,303.85 77,097.35 
General Motors Umpire and Council Per 

Rr anne is darth ensvin semen 54,313.22 44,917.71 99,230.93 
International Harvester Council Per 

ey ee SSS ae 42,599.70 18,144.72 60,744.42 
Conor. Unnene? <.l............ nad 4,397.27 1,328.59 5,725.86 
Health Institute Per Capita ED sncnwscanaee 60,961.26 49,022.91 109,984.17 
Escrow Fund—Balance in Treasury .......... 6,403.73 11,005.99 17,409.72 
Rentals—Washington Office eee 280.00 2,790.00 3,070.00 
Ce CN abasic ce cncttntnseieinsircscsssreces 3,998.00 2,625.00 6,623.00 
Dividends on Stock . 565.16 567.24 1,132.40 
| re ae eee en 47,100.88 44,189.40 91,290.28 
Interest on Investments in Banks.............. 29,085.03 25,851.79 54,936.82 
Interest on Mortgages and Notes Receiv- 

BS Cgtba eee nial bab addedk satssneinesntiensvbenant 31,615.05 25,565.63 57,180.68 
I given siniinicconcsncesntnccincianbnnnacecan 53,242.94 8,043.85 61,286.79 
Miscellaneous Advances and Exchanges 

RD sii akkht ies vlelancgharnddnainedieeibinioaishitacticn 372,905.32 372,905.32 
Mortgages Receivable ................-2......-.00000--. 139,374.02 174,654.84 314,028.86 
Notes Receivable . 41,929.82 16,174.17 58,103.99 
Sale of Union Building ‘Corporation ‘Assets 

IND Pas S ASE ctateessiceenitlitie 23,414.35 7,988.87 31,403.22 
I ies nninsiicrsncicsinbacepinesibio 63.11 63.11 

a Peace I si scencricisilanie ....§ 8,701,034.92 $ 7,261,453.28 $15,962,488.20 

INTERNATIONAL STRIKE FUND 
Per cane 16. -eesse-ee- 2,106,309.00 $ 1,855,079.40 $ 3,961,388.40 
Strike Fund Dues .. ot eee enter 326,342.85 150,921.10 477,263.95 
Miscellaneous Strike ‘Income. 14,839.43 7,878.88 22,718.31 
Interest on Investments .......... 254,840.55 249,000.00 503,840.55 


$ 4,965,211.21 








I ar cows $2 2 702, 331. 1-53 
CITIZENSHIP FUND: 
Be ENO cnsctererarpreercnoessmnetnennesimeenenas 5 421,255.50 
Miscellaneous Citizenship Fund ‘Income.. 3,814.48 
a or ousieedeenodaonion $ 425, 069.98 
FAIR PRACTICES AND ANTI-DISCRIMI- 
NATION FUND: 
ee Se I sacs tas tessictccdctntccmncesonicns $ 84,257.40 
Sub-Total Carried Forward.................... $11,912,694.13 


$ 371,014.65 
250.18 


$ "370, 764.47 


$ 792,270.15 
3,564.30 


$ 795,834.45 





$ 74,204.16 





$ 9,969,301.29 


$ 158,461.56 
$21,881,995.42 
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SCHEDULE 


ADMINISTERED PRICES 


1°" (Concluded) 


Summary of Receipts 


Sub-Total Brought 


EDUCATION FUND: 
Per Capita Taxes . 
Education Conference 
Miscellaneous Education Fund Income 


Forward 


RECREATION FUND: 


Per Capita Taxes .... 

Regions 1 and 1A Retired Workers’ 
Program ......... 

Summer Camp 

Miscellaneous Recreation Fund Income.. 


GRAND TOTAL RECEIPTS 


Six Months Six Months 
Ended Ended 
June 30, 1956 Dec. 31, 1956 


$11,912,694.13 $ 9,969,301.29 


$ 252,765.90 $ 222,611.25 


8,740.00 10.00 
1,092.79 330.60 


$ 262, 598. 69 $§ 


222,931.85 


$ 84,254.17 $ 74,203.51 
11,649.12 3,294.10 
4,298.47 14,649.05 
26,928.21 8,527.15 


$ 127,129.97 $ 100,673.81 


$12,302,422.79 $10,292,906.95 


Year 
Ended GE 
Dec. 31, 1956 L 


$21,881,995.42 


$ 475,377.15 
8,730.00 
1,423.39 


$ 485,530.54 


$ 158,457.68 
14,943.22 
18,947.52 
35,455.36 


$ 227,803.78 


$22,595,329.74 





ADMINISTERED PRICES 3343 
SCHEDULE ‘'B-2°' 
Summary of Disbursements 
par Six Months Six Months Year 
ded GENERAL FUND: Ended Ended Ended 
1, 1956 DEPARTMENTS: June 30,1956 Dec.31,1956 Dec. 31,1956 
1,995.42 Proma@en@e: OMee Oniu.:...5...0000 2. $ 26,549.83 $ 30,385.51 $ 56,935.34 
Secretary-Treasurer’s Office ~.................... 20,204.64 18,756.97 38,961.61 
SE ni Vice-President’s Office—Gosser .................. 13,964.56 12,741.52 26,706.08 
9,377.15 Vice-President’s Office—Greathouse ........ 14,871.59 16,881.45 31,753.04 
3,730.00 Vice-President’s Office—Matthews .......... 12,295.07 14,344.45 26,639.52 
1,423.39 Vice-President’s Office—Woodcock ....... - 18,111.27 16,632.82 34,744.09 
- 53 a Vice-President’s Office—Livingston. .......... 914.99 914.99 
9,930.54 eee Se. 48,433.79 47,107.36 95,541.15 
aaa Agricultural Farm OT era ntetan 73,503.19 81,500.61 155,003.80 
I a a ee 5,582.29 5,703.61 11,285.90 
8,457.68 eG ee 7,368.76 7,961.86 15,330.62 
American Motors Intra-Corp. Council... 5,930.17 5,767.40 11,697.57 
4,943.22 I ic eater scessidier maaan aioe 142,690.33 143,193.06 285,883.39 
8,947.52 I a 28,303.95 24,226.85 52,530.80 
9,455.36 Bendix Fe he RANE erm va oc 7,300.27 7,726.47 15,026.74 
Borg-Warner ........... SE rs ns 8,971.07 8,822.06 17,793.13 
7,803.78 I ae ee : 42,238.85 51,782.94 94,021.79 
so NEY II ticrcstirs xenenbnaaialebemsaiiapaparenesoesos 5,980.85 5,250.00 11,230.85 
9,329.74 Chrysler (ABD) eee. ee coos: : 250.00 350.00 600.00 
—— Circulation S ibis cnctadelens 11,836.15 12,736.76 24,572.91 
Community Services depesosntagie eel tae eriee 38,952.55 35,437.62 74,390.17 
Competitive Shop ............... 610,193.73 603,995.81 1,214,189.54 
Dana Corporation Council .. 5,600.36 5,570.52 11,170.88 
Die Casting ...... posenbelinipelnuhneiiacmassnccale 37,871.63 41,170.44 79,042.07 
PND SiS co vcicscsccincassnees 435,747.41 367,123.64 802,871.05 
Wem 2.200 3 BE ce ARES... 87,741.85 76,496.78 164,238.63 
Ford Umpire te Pactinienicenesnicndaidihilendcnsitanns 30,093.78 25,225.12 55,318.90 
BN IN Sead sissicecscn ck Ni cancesncecsecnce 3,724.59 8,256.13 11,980.72 
I a Ric a ns diate aewsveosens 56,897.40 61,690.53 118,587.93 
Guanaad and Administrative... 2,437,849.86 2,080,411.15 4,518,261.01 
IID * MII i ceiesisescsec ed EE tocscancnsseens 111,734.39 125,816.84 237,551.23 
General Motors Umpire................................ 16,106.53 12,854.30 28,960.83 
General Motors Council............................-... 3,981.82 4,537.08 8,518.90 
General Motors Board of Review............ 26,665.27 25,397.90 52,063.17 
International Harvester ..................... 25,404.89 25,120.42 50,525.31 
International Harvester Council 196.42 10,446.55 10,250.13 
John Deere eciees ss 2,268.59 5,846.11 8,114.70 
Jiraweeeee JAS DOS 2. Sieh eo 2s 22,182.30 23,426.43 45,608.73 
Ga nic 59,756.75 70,007.87 129,764.62 
Seek tach LAL eco. 8 ok se ures 2 6,053.90 5,909.44 11,963.34 
National Aircraft «................i2.0.... 152,185.86 146,495.50 298,681.36 
Office Workers ........ 63,114.26 69,399.13 132,513.39 
Purchasing and Supply - Ci SUA DG. 19,174.39 19,789.53 38,963.92 
| RR ok ae a TE 311,202 97 329,744.03 640,947.00 
Research and ene LOSS Sf 86,013.09 87,808.10 173,821.19 
Skilled Trades  ...... — 84,841.66 89,414.35 174,256.01 
oes mcr ta. 12... Shares 2... 88,564.17 84,087.23 172,651.40 
SOE COGN = ise. .n asteciticieniicnliainnes 5,536.63 5,729.91 11,266.54 
Studebaker-Packard  ..................-.-c-00----- 5,699.23 5,505.62 11,204.85 
Tc eo ee as 749.32 583.83 1,333.15 
Unemployment and Workmen’ s Compen- 
sation 2 LC non Aan EE a TE 29,792.42 28,113.79 57,906.21 
I sc ocoerrer nes en Ere ee hea 13,483.19 13,320.87 26,804.06 
I ns mo orccrestidasconss 61,132.69 79,479.76 140,612.45 
TO a ee 4,752.91 4,150.00 8,902.91 





TOTAL DEPARTMENTS 


22805 O—58—pt. 7——3 





$5 5,440,175.59 ¥ 5; 090,234. 03 $10,530,409.62 


3344 ADMINISTERED PRICES 


SCHEDULE ‘'B-2'' (Concluded) 


Summary of Disbursements 


Six Months 


Six Months 
Ended 
Dec. 31, 1956 
$ 5,090,234.03 


121,558.38 
142,434.36 
116,390.73 

99,244.01 
117,622.21 
106,685.23 
110,817.21 

96,600.72 
181,003.33 
197,162.17 
163,242.78 
147,254.97 
167,195.20 
128,597.97 
204,316.81 
151,854.03 
116,320.49 


$ 2,368,300.60 


$ 735,720.00 
6,911.34 
242.05 
798,271.03 
9,800.00 
237.26 


29,585.30 


$ 1,566,944.30 





Year 
Ended 
Dec. 31, 1956 
$10,530,409.62 


240,998.74 
289,208.76 
227,252.09 
189,417.41 
230,004.78 
214,476.48 
224,568.86 
196,254.07 
355,595.18 
372,654.33 
329,501.44 
296,174.90 
339,980.79 
250,502.60 
388,793.70 
317,997.55 
241,896.77 
$ 4,705,278.45 


$ 961,370.00 
3,411.34 
911.55 
1,011,012.39 
10,600.00 
8,213.14 


29,585.30 


$ 2,018,281. 04 





Ended 
GENERAL FUND: June 30, 1956 
DEPARTMENTS—Brought Forward ........$ 5,440,175.59 
REGIONS: 

RS Piss abe dane preohilstscitMeRedpariveeinien 119,440.36 

TMU hte catinentys Eis snag MC Reeviveines 146,774.40 

BD te cesehdigdnons ica A apBciissciaane 110,861.36 

RIN elites iat sacavesinnsconnvel AMER vinnsecicicons 90,173.40 

I nat Ras tno oossilaliRieaihien< sal 112,382.57 

SU SD accseitnadaetend sciuamandins pipe 107,791.25 

__ BS ae >see ined ; 113,751.65 

AK IED .odtiedtintints- scnecencucedlidiesliielh dike = 99,653.35 

CAD: icciphiemnanteas. <sihagn te Mpa dissent 174,591.85 

ac it tds scnceno mca Ma chhileoesann 175,492.16 

I asks sie ti ovenneve-c~Sindittindininence ; 166,258.66 

I nessa RR Ricenecsinpeven etfs ee Nin ellie 148,919.93 

BE wsnsniR IR ipo eseccnanes hii ae 172,785.59 

UD es til cane oncesunsfiieleihededtna ; ; 121,904.63 

I : ccctenidtiaden. esosteaesiiiiediaindie= ER 184,476.89 

I: va a idols Seah evens veceenee 166,143.52 

7 20 ~.amapnn.. snosfeniniepees 125,576.28 

TOTAL. REGIONS. ....n:ss...00..-.05 ; S$ 2,336, 977. 85 
ASSET EXPENDITURES FROM GENERAL 

FUND: 

Mortgages Receivable -............... Shahi. .------ 225,650.00 
Ey PUMOG NII Std... ..-eclatedetbedetetass--o~cace 3,500.00 
Vehicles and Equipment ................................ 669.50 
Union Building Corporation (U. S. A.)...... 212,741.36 
Union Building Corporation (Canada) ..... 800.00 
RES 308 Se eS ae 7,975.88 
Miscellaneous Advances and Exchanges 

BD esecsdet tl tite scevesnesenens Mbdenintitberssccssesese 

TOTAL ASSET EXPENDITURES........ $ 451, 336.74 
GRAND TOTAL GENERAL FUND 

EXPENDITURES . Seslici dealin ..$ 8,228,490.18 
INTERNATIONAL STRIKE FUND....... .....-.§ 8,339,036. 49 
CoPaaeerir FUND: ..............ciccnkn........ 304,484.79 
FAIR PRACTICES AND ANTI-DISCRIMI- 

NATION FUND... , 80,585.49 
EDUCATION FUND ...... pctceovnbtebi dat tbesenscses 302,371.28 
RECREATION FUND ...............-...-........00-....... . 140,440.64 
GRAND TOTAL DISBURSEMENTS .............. $17,395,408.87 


$ 9,025,478.93 


$ 973, 060.92 
614,058.86 


100,447.21 
273,224.22 
139,746.15 


$11, 126, 016. 29 


$17,253,969.11 
$ 9, 312, 097. 41 
918,543.65 


181,032.70 
575,595.50 
280,186.79 


$28,521,425.16 
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Strike Fund 


ADMINISTERED PRICES 


Analysis of Receipts by Regions 


Income Region No. l 


Per Capita Taxes. 
Education Fund 
Recreation Fund 


Fair Practices and Anti-Discrimination 


Fund 


Charter and Supplies 


Initiation Fees 
Readmission Fees 
Work Permits 


Supplies ......... 


Strike Fund Dues . 
Burglary and Holdup Insurance 


Citizenship Fund oo... ects nenseeeenene 


cee es SER iws 


Strike Fund . 


Income Region No. 1A 


Per Capita Taxes 
Education Fund 
Recreation Fund 


Fair Practices ‘and. ‘Anti- Discrimination 


Fund 


Citizenship Fund .. nn EE 4 ; 


Initiation Fees 


Readmission Fees . 
Work Permits .... 


Supplies 


Strike Fund Dues ......... 


Burglary and Holdup Insurance... 


poy | ee 


Strike Fund 


Income Region No. IB 


Per Capita Taxes................ 
Education Fund ................ 
Recreation Fund ............... 


Fair Practices and Anti- Discrimination 


Fund 


Supplies 


Citizenship Fund 
Initiation Fees 
Readmission Fees 
Work Permits 


Strike Fund Dues 
Charter and Supplies - 


Burglary and Holdup Insurance... 


TOTAL... 


Six Months 
Ended 
June 30, 1956 
$ 937,743.59 
31,258.40 
10,418.95 
260,451.90 


10,420.46 
52,087.40 
3.00 


12,053.00 
145.00 
30.00 
1,936.00 
9,853.00 


$ 1,326,400.70 





$ 783,319.41 
26,110.30 
8,703.38 
217,583.15 


8,703.51 
43,516.40 
10,314.50 
182.00 
13.75 
1,946.32 

6,396.00 


$ 1,106,788.72 


-$ 356,445.20 


11,876.04 
3,958.68 
98,967.00 


3,958.68 
19,793.40 
3,972.00 
39.00 
78.75 
2,318.82 
751.50 
60.00 


Six Months 
Ended 
Dec. 31, 1956 


3345 


Year 
Ended 
Dec. 31, 1956 


$ 758,021.05 $ 1,695,764.64 
56,5: 


25,267.49 920.89 
8,422.45 18,841.40 
210,560.20 471,012.10 
8,422.56 18,843.02 
42,111.85 94,199.25 
18.00 21.00 
2,471.00 14,524.00 
184.00 329.00 
12.50 42.50 
2,103.78 4,039.78 
1,843.75 11,696.75 
907.50 907.50 


$ 1,060,346.13 





$ 643,713.10 
21,457.11 
7,152.35 
178,808.55 


7,152.39 
35,761.65 
3,684.00 
139.00 


1,380.13 
1,465.00 
477. 0 


$ 309,571.75 
10,320.75 
3,440.25 
86,006.25 


3,440.25 
17,201.25 
3,293.00 
30.00 
41.25 
1,438.39 
479.50 
33.00 
153.75 


$ 2,386,746.83 





$ 1,427,032.51 
47,567.41 
15,855.73 
396,391.70 


15,855.90 
79,278.05 
13,998.50 
321.00 
13,75 
3,326.45 
7,861.00 
477.50 





$ 2,007,979. 50 


$ 666,016.95 
22,196.79 
7,398.93 
184,973.25 


7,398.93 
36,994.65 
7,265.00 
69.00 
120.00 
3,757.21 
1,231.00 
93.00 
153.75 





= $ 502, 219. 07 


$ 435,449.39 


$ 937, ees. 46 





Year 
Ended 
Dec. 31, 1956 
$ 891,299.50 
29,708.25 

9,902.75 
247,£68.75 


9,902.75 
49,513.75 
9,521.00 
145.00 
4,599.36 
1,330 00 
3.00 
105.00 


$ 1,253,599.11 


$ 643,963.00 
21,465.69 
7,155.12 
178,873.40 


7,155.44 
35,774.05 
6,303.00 
241.00 
3,601.53 
235.50 
60.00 
107.50 





$ 904,464.23 





3346 ADMINISTERED PRICES 
Analysis of Receipts by Regions 
4 1€ Six Months Six Months 
Income Region No. Ended Ended 
June 30,1956 Dec. 31,1956 
Ber Capita Taxes....i:---.2...05.220. 68....%. $ 500,574.50 $ 390,725.00 
Education Fund 16,684.35 13,023.90 
Recreation Fund 5,561.45 4,341.30 
Strike Fund . ; 139,036.25 108,532.50 
Fair Practices ‘and. ‘Anti- Discrimination 
BI csssccle ARR Binoceceence~os Sid AAA <ccnonnns 5,561.45 4,341.30 
OES SL” ee ee 27,807.25 21,706.50 
IN BE a ccc cwicoscasnneslidianiiiikcitlinsianens 8,819.00 702.00 
PAEENOT) GIINIR: .............-...<dadebieeincsooeeseen 133.00 12.00 
IIT nec Bah csncinesvecencscos gua sccsscssosssoen 2,155.37 2,443.99 
Strike Fund Dues | patiecenaienices IRM Re ininicsniinig 1,410.00 80.00 
Charter and Supplies .. le chink 3.00 
Burglary and Holdup Insurance.................. 105.00 
BE diteniensesavsersiamnniemnnnnsvommncnaatnhiepemaieesid $ 707,745.62 $ 545,853.49 
income Region No. ID 
IEE INN ccc nccnecxcncesnanservcsnbsenssoess -$ 346,854.45 $ 297,108.55 
EES 11,561.93 9,903.76 
Sai ac NR IS a 3,853.92 3,301.20 
OS SR: 96,345.45 82,527.95 
Fair Practices and Anti-Discrimination 
Fund ...... eeettn ; pall 3,854.09 3,301.35 
Citizenship Fund ...... L~ <iodeceisigiepianeillinieiaruaeat 19,268.75 16,505.30 
I nl ele ccaobcnsecs 4,870.00 1,433.00 
SRA A 181.00 60.00 
I ced oe cretemenees 1,953.83 1,647.70 
eee Pree ee onsen cnn... 429.00 193.50 
Coener amd Bias qn onsen os... 30.00 30.00 
Burglary and Holdup Insurance.................. 107.50 
I ii: eerie tceniniicsnsee . $ 48834442 $ 416,119.81 
Income Region No. 2 
einem $ 374,377.60 $ 341,731.90 
I emiemnene 12,485.94 11,384.46 
ecpeeee Sane ou... 4,161.98 3,794.82 
Strike Fund . = 104,049.50 94,870.50 
Fair Practices ‘and ‘Anti- Discrimination 
Fund . slid aneoncemwendiiniobomiiediie ; 4,161.98 3,794.82 
Citizenship ‘Fund - ret Scoasacascecskpnatoebeapets ; 20,809.90 18,974.10 
Burglary and Holdup Insurance... S 14.59 470.00 
Deen Peer. gL ........okteZ ; 5,598.00 4,796.00 
Readmission Fees ......................-........ 47.00 247.16 
ID ness Ad tA ensinnsn se aao+-cnesdubee 2,041.66 1,141.17 
Charter and Supplies ietilnse 15.00 30.00 
meee Fund Geeee............ cai Ss. 3,487.50 147.50 
TOTAL....4iiL... ; ep ecscsaianaccce 531,250.65 $ 481,382.43 


$ 716,109.50 
23,870.40 
7,956.80 
198,920.00 


7,956.80 
39,784.00 
484.59 
10,394.00 
294.16 
3,182.83 
45.00 
3,635.00 


a 1 012, 633.08 





ADMINISTERED PRICES 3347 


Analysis of Receipts by Regions 





R N cA Six Months Six Months i, - 
i Ended Ended Ende 
Income Region No. June 30,1956 Dec.31,1956 Dec. 31, 1956 
Per Capita Daxes.ani...-.a-.--06:-c.2 ~# 263,596.95 $ 237,989.80 $ 501,586.75 
Education Fund ..... ssxevallies aE 8,788.29 7,930.95 16,719.24 
Recreation Fund ..... une... ree 2,929.43 2,643.65 5,573.08 
ee UI as uae Oe 73,235.75 66,091.25 139,327.00 
Fair Practices and Anti-Discrimination 
Fund ......: woes Se. eae 2,929.43 2,643.65 5,573.08 
Citizenship ‘Fund . oxesucs tae Se 14,647.15 13,218.25 27,865.40 
Initiation Fees ....... nel TT aes 2,770.00 2,539.00 5,309.00 
Readmission Fees .. afeke oes ee 140.00 88.00 228.00 
Supplies .................... wissnalas PSS 1,113.77 1,393.67 2,507.44 
Strike Fund Dues .. ie 54,907.00 319.75 55,226.75 
Charter and Supplies .. nnd ae 60.00 45.00 105.00 
Burglary and Holdup Insurance... Sa 126.25 126.25 
pee a ed $ 425, 117. 77 $ 335,029.22 $ 760,146.99 
Income Region No. 2B 
I FO $ 251,403.30 $ 235,357.80 $ 486,761.10 
Education Fund ...................... ee eee 8,380.11 7,845.21 16,225.32 
ORION O ens sthleedsbin db Eicscenacsccee 2,793.37 2,615.07 5,408.44 
I BF UI iio sv csnnnsnce Sede cktiadeclhncnanconcencce 69,834.25 65,376.75 135,211.00 
Fair Practices and Anti-Discrimination 
PURE meer Be RURBR  e e-  k 2,793.37 2,615.07 5,408.44 
Citizenship Fund . a 13,966.85 13,075.35 27,042.20 
Charter and Supplies .. ninth a nner enccneins 15.00 15.00 
Initiation Fees ........ ee Ne ce 3,774.00 3,010.00 6,784.00 
Readmission Fees ....... oes ; nee 257.00 214.00 471.00 
Supplies .................. aninanian Sia td ; 995.95 1,762.65 2,758.60 
Strike Fund Dues .. nena : 5,589.75 92.25 5,682.00 
Burglary and Holdup Insurance... 388.75 388.75 
FRR ee TEI een Meee Stee ane ee ee $ 359,802.95 $ 332,352.90 $ 692,155.85 
Income Region No. 3 
I a oss uememniecle $ 585,484.64 $ 500,002.70 $ 1,085,487.34 
Education Fund ....... casiesatishiehdicdaintisoncashls ; 19,517.60 16,664.27 36,181.87 
I ccs ; 6,505.54 5,554.64 12,060.18 
Strike Fund ............ ; 162,625.20 138,861.10 301,486.30 
Fair Practices and Anti- Discrimination 
(etna one i ee Eada 6,506.48 5,554.98 12,061.46 
Citizenship Fund ........... atineaabiaieiecetiesichs 32,523.20 27,771.55 60,294.75 
esis 7,880.00 2,178.00 10,058.00 
Readmission Fees ssnajaceeghaaaaeiehetioest on 65.00 62.00 127.00 
aa nhac nip chasontowsionree 3,379.12 2,578.84 5,957.96 
Work Permits .............. pita onen ie riceaisnssieaes 86.25 140.00 226.25 
I a a cecaicosicen 4,677.25 576.10 5,253.35 
Charter and Supplies ...................... hinceadata 15.00 60.00 75.00 
Burglary and Holdup Insurance.... a 351.25 351.25 


TOTAL... nese a ae a 529, 265. 28 $ 700,355.43 $ 1,529,620.71 








3348 


ADMINISTERED PRICES 


Analysis of Receipis by Regions 

















4 Six Months Six Months Year 
Income Region No. Ended Ended Ended 
June 30,1956 Dec.31, 1956 Dec. 31, 1956 
Speen mn: INO od $ 566,308.20 $ 568,544.85 $ 1,134,853.05 
OS > a ee 18,851.35 18,944.04 37,795.39 
RR I ns ibesta teas cveerenneenssé 6,283.74 6,314.68 12,598.42 
ts 157,091.90 157,867.00 314,958.90 
Fair Practices and Anti-Discrimination 
CE oct cecconnveoenacttees eae beesrsenenovis 6,283.86 6,314.68 12,598.54 
INI EY Gi acs coronnchbsssasd-vhnsedoncoveneenase 31,418.15 31,573.40 62,991.55 
I i veneneeteteadejedslbeomreeroceesics 12,930.00 10,260.00 23,190.00 
RTI oo seccnoncsteitbtntecenveccseesseeses 78.00 94.00 172.00 
I cine cencneneroodniantethektverveeensosntss 3,357.44 2,316.64 5,674.08 
Charter and Supplies . ease cose ecestis 45.00 75.00 120.00 
ec cénnencovpetnishteuproncernevesereneins 41.30 38.75 80.05 
5a Re 7,181.00 1,230.50 8,411.50 
Burglary and Holdup Insurance.................. 253.75 253.75 
SN ieiMLEs cnaltdcnetcansndeseceupsnacctomaencroooeerrecarad $ 809,869.94 $ 803, 827.26 29 $ 1, 15, 697.23 
Income Region No. 9 
IRR NID a cncnocassssetrinabbarercceenceersat $ 312,051.20 $ 285,990.45 $ 598,041.65 
SED, a ee 10,401.45 9,533.10 19,934.55 
INI , SONNE 4 incase cenesSastcnenicnacesonpnresoeses’ 3,467.15 3,177.70 6,644.85 
Te inmeoninie 86,678.75 79,442.50 166,121.25 
Fair Practices and Anti-Discrimination 
Fund . Bois oreecsncnns REE a axeecesenascs 3,467.15 3,177.70 6,644.85 
Citizenship ‘Fund . Te secissibaheseicalTaitmibonieesensanias 17,335.75 15,888.50 33,224.25 
IE I IS cccacnesececspriochnperchseomseeerveestie 3,708.00 3,352.00 7,060.00 
ID scccasnsssnssnetesscgte po menvecsncwssesis 69.00 54.00 123.00 
Supplies ........... 2,108.52 1,682.69 3,791.21 
Charter and Supplies ... Sienna tee RAE ximnenamamsit 75.00 33.00 108.00 
I i i erent 27,202.50 311.00 26,891.50 
Burglary and Holdup Insurance.................. 611.25 611.25 
(ER Se een aac NE PO REM $ 466,564.47 $ 402,631.89 $ 869,196.36 
4 
Income Region No. 6 
I IT se roscescencnensctsunsqnentnstysevenneessones $ 345,397.60 $ 279,815.55 $ 625,213.15 
I rrtiniescannoonesoupemimmenapeipgtecsoccacsse 11,513.19 9,310.50 20,823.69 
i inin cca eeieneninepnanorenss 3,837.73 3,103.50 6,941.23 
hs. is <acnicsniataaiibihibbamesesesvenesnn 95,943.25 77,587.50 173,530.75 
Fair Practices and Anti-Discrimination 
Fund .. liecvicthaetiahieeieniiaiaiiptieensiiin 3,837.73 3,103.50 6,941.23 
Citizenship 9 litt a EE 19,188.65 15, min 34,706.15 
I NINE a. cracessrtngeetnnennenesncees 15.00 30.00 
I ss ecteceee 5,451.00 4, vez 0 10,213.00 
I a sncnesanceitiestttltntingeansonsasnaces 1.00 6.00 
a casemate ammneccveonne 1,695.18 1, 299. 28 2,994.46 
Dianna cicntsnanctiedinnbadcinaateesnocnensoones 6.75 52.50 59.25 
i i niicieditiebniienerocinainely 6,001.25 1,633.50 7,634.75 
Burglary and Holdup Insurance.................. 271.25 271.25 
ee SR ala, Sania ieilaorneaanercadioia $ 492, 888.3 33 $ 396,476. 58 $ 889,364.91 


Ir 


Ir 


Ir 
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ADMINISTERED PRICES 3349 
Analysis of Receipts by Regions 
N 7 Six Months Six Months Year 
} Ended Ended Ended 
Income Region No. June 30,1956  Dec.31,1956 Dec. 31, 1956 
MN a a ee $ 340,712.60 $ 339,834.90 $ 680,547.50 
REID. DINE Fecha hinrenpsccnce ses alcndgsttitescesseneis 11,357.25 11,327.73 22,684.98 
EINE IIE oo wccecnenscorevn se tcseetbdbhineseceeveesit 3,785.75 3,775.91 7,561.66 
Rt MAIN iret ade edrnrencnnooesetecest stab Aceimene ‘ 94,643.75 94,397.75 189,041.50 
Fair Practices and Anti-Discrimination 
INE 9 Seeevehdied bos 02 S ccsiascneneoee MMENENRercecebnensts 3,785.75 3,775.91 7,561.66 
Seeeeenenin Fund .in.......-..-diistisnnasixe 18,928.75 18,879.55 37,808.30 
BO ES 7 5,552.00 5,763.00 11,315.00 
Readmission Fees ..... appease: 66.00 16.00 82.00 
BIND | aseesieebntidetadieennsnunorens-ahcieuinacaeal 636.76 533.10 1,169.86 
Charter and Supplies ...... 45.00 30.00 75.00 
Strike Fund Dues.............................. 2,000.00 21,149.00 23,149.00 
Burglary and Holdup Insurance........ 168.75 168.75 
PIA Th. cc sphtcashctehtincitidens 5 en teeantetttines - 481, 513. 61 $ 499, 651. 60 $ 981,165.21 
Income Region No. 8 
i IA TR Be... Soo cieicniccnatteren ces $ 255,828.70 $ 234,519.08 $ 490,347.78 
REED FF UN tic Ae ceecsckcs tain ctbeietidlissocs 8,527.29 7,819.09 16,346.38 
IN CRINED TURIN Neciinsniccccin~cenikciegeecktedsoe piste ; 2,842.43 2,606.36 5,448.79 
a NU asc ak el Sis asinine np Sevetiohsibinl tecoernnecde 71,060.75 65,158.85 136,219.60 
Fair Practices and Anti- Discrimination 
NS iO Sacccrncccten eA diene 2,842.43 2,606.37 5,448.80 
Citizenship Fund ........ secs ieee tota 14,212.15 13,031.75 27,243.90 
Charter and ee nated lds ectitelias 15.00 30.00 45.00 
Initiation Fees ........ phidest st 2,896.00 2,209.00 5,105.00 
Readmission Fees ........................---.- 59.00 21.00 80.00 
Supplies -............. 1,273.33 1,164.33 2,437.66 
Strike Fund Dues. 102,673.50 70,579.50 173,253.00 
Burglary and Holdup Insurance. 65.00 65.00 
TOTAL .$ 462,230.58 $ 862, 040. 91 


Income Region No. 9 


Per Capita Taxes 


Education Fund .... 


Recreation Fund .. 
Strike Fund .......... 


Fair Practices and Anti- Discrimination 


NE csecsccs 
Citizenship Fund . 
Initiation Fees .. 


Readmission Fees .. 


Supplies 


Charter and “Supplies ... 


Strike Fund Dues 


Burglary and Holdup Insurance. 


TOTAL 


$ 658,861 66 
21,961.7 

7,320.54 

183,012.15 


7,320.63 
36,602.25 
8,624.00 
26.00 
2,586.83 
33.00 
4,593.75 


$ 930,942.52 


$ 399,810.33 


$ 602,976.56 
20,099.76 
6,699.92 
167,498.00 


6,699.92 
33,499.60 
5,390.00 
29.00 
2,869.82 
75.00 
962.50 
260.00 


$ 847,060.08 


$ 1,261,838.22 
42,061.47 
14,020.46 
350,510.15 


14,020.55 
70,101.85 
14,014.00 
55.00 
5,456.65 
108.00 
5,556.25 
260.00 


$1 1, 778, 002. 60 
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Analysis of Receipts by Regions 


Income Region No. 9A 


Per Capita Taxes....... 
Education Fund .......... 
Recreation Fund ....... 
Strike Fund .......... 


Fair Practices and Anti-Discrimination 


I canine Eine 


Gatiwenship Fund .....................:-0cis-si+ tes 


IIR WU oon venanansbdkteasibinedbo~ 
Readmission Fees ..........................- 
Supplies ................. 
Charter and Supplies ..................... 
Strike Fund Dues ....................-....... 
Burglary and Holdup Insurance 


Income Region No. 10 


Per Capita Taxes........ 

Education Fund . 

Recreation Fund . 

Oe 

Fair Practices and Anti-Discrimination 
NINE. envcekii chins) 

Citizenship Fund .. 

Initiation Fees ... 

Readmission Fees . 

Supplies -............. 

Work Permits ..... - 

Charter and Supplies 

Strike Fund Dues ............... 

Burglary and Holdup Insurance. 


TOTAL 


Six Months 
Ended 
June 30, 1956 


$ 412,425.86 


13,749.00 
4,583.00 
114,575.00 


4,583.00 
22,915.00 
9,716.00 
334.00 
2,391.68 
45.00 
78,033.35 


...§ 663,350.89 


...$ 292,237.27 


9,741.70 
3,247.13 
81,175.00 


3,247.40 
16,234.50 
6,532.00 
577.00 
881.58 
288.49 
15.00 
12,014.50 
14.17 


$ 426,205.74 


Six Months 


Ended 


Dec. 31, 1956 
$ 404,719.09 


$ 


$ 


$ 


13,492.29 
4,497.43 
112,435.75 


4,497.43 
22,487.15 
7,221.00 
26.00 
1,536.98 
3.00 
49,487.75 
146.25 


620,550.12 


248,607.20 
8,286.84 
2,762.28 

69,057.00 


2,762.28 
13,811.40 
2,073.00 
366.00 
1,411.76 
314.05 
18.00 
1,152.00 
293.75 


350,915.56 


$ 





Year 
Ended 
Dec. 31, 1956 


817,144.95 
27,241.29 
9,080.43 
227,010.75 


9,080.43 
45,402.15 
16,937.00 

360.00 
3,928.66 
48.00 
127,521.10 
146.25 


$ 1,283,901.01 


$ 


$ 


540,844.47 
18,028.54 
6,009.41 
150,232.00 


6,009.68 
30,045.90 
8,605.00 
943.00 
2,293.3 1 
602.54 
33.00 
13,166.50 
307.92 


777,121.30 








ADMINISTERED PRICES 


Analysis of Receipts by Regions 


Sundry— Other Than Regions 


a Te a IE ae 
Ford Umpire and Council Per Capita Taxes 
General Motors Umpire and Council Per 
SI I paler Ra ee 
International Harvester Council Per 
Capita Taxes 
Coy enee? WONT o.oo 
Health Institute Per Capita Taxes... 
IIRL es oan oo ee ene. 
Escrow Funds—Balance in Treasury. 
IID Sicsazc ete eee asia ic nmosttees 
Washington Office Rentals.. 
Dividends on Stocks 
Interest on Bonds 
Interest on Investments in “Banks... 
Interest on Mortgages and Notes Receiv- 
able ats ee 
Miscellaneous Strike ‘Fund ‘Income. lnc 
Interest on International Investments- 
DY a i ae ee 
Miscellaneous Income—Citizenship Fund.. 
Miscellaneous Income—Education Fund.... 
Education Conference 
Miscellaneous Income—Recreation ‘Fund. 
Regions 1 and 1A Retired Workers’ Pro- 
gram—Recreation Fund ................. 
Children’s Summer Camp—Recreation 
Union Building Corporation—v. S. A. ........ 
Sale of Stocks. 
Miscellaneous Advances 
|} be ee 
Mortgages Receivable . 
Notes Receivable ... 


and Exchanges 


TOTAL 


TOTAL RECEIPTS..... 


Six Months 
Ended 
June 30, 1956 
$ 13,676.12 

39,793.50 


54,313.22 


42,599.70 
4,397.27 
60,961.26 
53,242.94 
6,403.73 
3,998.00 
280.00 
565.16 
47,100.88 
29,085.03 


31,615.05 
14,839.43 


254,840.55 
3,814.48 
1,092.79 
8,740.00 

26,928.21 


11,649.12 
4,298.47 
23,414.35 
63.11 


372,905.32 
139,374.02 
41,929.82 


$ 1, 291, 921. 53 


$12, 302, 422. 79 


Six Months 
Ended 
Dec. 31, 1956 
$ 10,309.76 

37,303.85 


44,917.71 


18,144.72 
1,328.59 
49,022.91 
8,043.85 
11,005.99 
2,625.00 
2,790.00 
567.24 
44,189.40 
25,851.79 


25,565.63 
7,878.88 


249,000.00 
250.18 
330.60 

10.00 
8,527.15 


3,294.10 
14,649.05 
7,988.87 


174,654.84 
16,174.17 


$ 763, 903. 92 


$10, 292, 906. 95 


3351 


Year 
Ended 
Dec. 31, 1956 
$ 23,985.88 

77,097.35 


99,230.93 


60,744.42 
5,725.86 
109,984.17 
61,286.79 
17,409.72 
6,623.00 
3,070.00 
1,132.40 
91,290.28 
54,936.82 


57,180.68 
22,718.31 


503,840.55 
3,564.30 
1,423.39 
8,730.00 

35,455.36 


14,943.22 
18,947.52 
31,403.22 

63.11 


372,905.32 
314,028.86 
58,103.99 

$ 2,055,825.45 


$22, 595, 329, 74 
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ADMINISTERED PRICES. 





Analysis of Disbursements by Departments 








Six Months Six Months Year 
Ended Ended Ended 
PRESIDENT’S OFFICE: June 30,1956 Dec.31,1956 Dec. 31,1956 
Salaries—Organizational ..........-.....-.--0........ $ 8,999.90 §$ 8,999.90 $ 17,999.80 
Salaries—Office .................--.......-.-- 5 : 14,777.84 17,795.34 32,573.18 
ae 2,772.09 3,590.27 6,362.36 
ee, ARTEL ek oe $ 26,549.83 $ 30, 385. 51 $ 56,935.34 
SECRETARY-TREASURER'’S OFFICE: 
Salaries—Organizational ................... $ 6,999.98 $ 6,999.98 $ 13,999.96 
Salaries—Office ssscall 7,904.34 8,129.10 16,033.44 
Travel Expense ........ womenesesniie Sale 5,300.32 3,627.89 8,928.21 
SEN eles dol kces $ 20,204.64 § 18, 756.97 $ 38, 961.4 61 
VICE-PRESIDENT’S OFFICE—GOSSER: 
Salaries—Organizational $ 6,250.14 §$ 6,250.14 $ 12,500.28 
Salaries—Office 5,179.44 5,049.25 10,228.69 
Travel Expense 2,534.98 1,442.13 3,977.11 
BO TA cies $ 13,964. 56 $ 12,7 741 52 $ 26,7 706. 08 
VICE-PRESIDENT'S OFFICE—GREATHOUSE: 
Salaries—Organizational .$ 5,817.44 §$ 6,250.14 $ 12,067.58 
Salaries—Office ..... ‘ 3,541.30 5,052.51 8,593.81 
Travel Expense........ wubodousesonetncboluhitvaea 5,512.85 5,578.80 11,091.65 
MA Rinccntblighletesss>-+-c~-vosenskodmdtddetons $ 14,871.59 §$ 16,881.45 $ 753. 04 
VICE-PRESIDENT’S OFFICE—MATTHEWS: 
Salaries—Organizational $ 6,250.14 $ 6,250.14 $ 12,500.28 
Salaries—Office ....... 2,433.07 4,368.63 6, 801.70 
Travel Expense ........ 3,611.86 3,725.68 7,337.54 
EI et oi cise ass Sdicianeteinininegaeens $ 12,295.07 $ 14,344.45 §$ 26, 639. 52 
VICE-PRESIDENT’'S OFFICE—WOODCOCK: 
Salaries—Organizational S$ 6,250.14 $ 6,250. $ 12,500.28 
Salaries—Office ; 4,751.32 5,776. 3 10,527.75 
Travel Expense .. 7,109.81 4,606.25 11,716.06 
TF A ibiiecicssssniannie $ 18,111.27 $ 16,632.82 $ 34,744.09 
VICE-PRESIDENT’'S OFFICE—LIVINGSTON: 
Travel Expense . $ 914.99 $ 914.99 
ACCOUNTING: 
Salaries—Organizational S$ 3,800.00 §$ 3,900.00 §$ 7,700.00 
Salaries—Office 41,863.84 40,868.40 82,732.24 
Travel Expense 2,769.95 2,338.96 5,108.91 
TOTAL $ 48,433. 79 $ 47,107.36 § 95,541.15 


Al 


AI 


Al 


AU 
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ADMINISTERED PRICES 


Analysis of Disbursements by Departments 


Six Months 
Ended 
AGRICULTURAL FARM IMPLEMENT: June 30, 1956 
Salaries—Organizational  .............00000........... $ 35,402.51 
Salaries—Offfice  ...................-.:csssssese-e0-- ‘ 2,331.60 
Teevel Experibe: :...1:<............i0324..i.. 35,029.52 
Maintenance ee and Expenses 217.48 
Miscellaneous ..... snsstnsbonneiabalaltilee 402.24 
NN nics bE iis sccciscicesessac taba 181.00 
INO an Bio emnevvcasiveccesencccdbeeedeh semaiti 133.99 
Telegraph. ............ sivinincsette tl sass Seinen .83 
Office Supplies ........ sinhsczteaeaeteesian saints 795.17 
| ere | Pe 2,800.61 
Special Organizing . 4,779.51 
BO id ais Anche etn cca anslecncidabn ed Meviehnnnsensces 422.58 
Furniture and Fixtures . 404.10 
RN NUIINET ” kicdiicipade debt G~tnncdincrecddereeiabiubidienieien 141.10 
ID. corede~celpiipdbmeniaenanby-~<aatedinaeas 19.97 
Books, Pamphlets and Subscriptions 
TOTAL..... ; ei oust 73,503. 19 
AIRLINE: 
Salaries—Organizational ....... $ 3,250.00 
Travel Expense .. 2,332.29 
SE A cia WR hath dia bcccoaucoaceetht spas , $ 5,582.29 
ALLIS-CHALMERS: 
Salaries—Organizational BL SE $ 3,250.00 
Travel Expense . 4,118.76 
Miscellaneous ..... 
Special Organizing 
TOTAL ; a a5 7,368.76 


AMERICAN MOTORS INTRA-CORP. COUNCIL: 


Salaries—Organizational $ 3,250.00 
Travel Expense . 2,680.17 

TOTAL $ 5,930.17 

AUDITING: 

Salaries—Organizational $ 70,900.00 
Salaries—Office 11,717.99 
Travel Expense 59,983.79 
Postage 88.55 

TOTAL $ 142, 690. 33 


Six Months 
Ended 
Dec. 31, 1956 

$ 33,702.53 
3,774.54 
37,565.43 
359.27 
326.49 


12.77 
25.33 
988.04 
2,563.15 
893.75 
587.71 
532.87 
115.54 


53.19 
$ 81,500.61 


$ 3,250.00 
2,453.61 


$ 5, 703.61 


$ 3,460.00 
4,460.68 

20.00 

21.18 


$ 7,961.86 


$ 3,500.00 
2,267.40 
$ 5,767.40 


$ 73,485.00 
10,488.49 
59,134.25 

85.32 

$ 143,193.06 
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Year 


Ended 


Dec. 31, 1956 


$ 


$ 


69,105.04 
6,106.14 
72,594.95 
576.75 
728.73 
181.00 
146.76 
26.16 
1,783.21 
5,363.76 
3,885.76 
1,010.29 
936.97 
256.64 
19.97 
53.19 


155 093.80 


$ 


$ 


$ 


6,500.00 
4,785.90 


“ | 


$ 


Or 


‘1, 285. 0 


6,710.00 
8,579.44 
20.00 
21.18 


45, 330. 62 


6,750.00 
4,947.57 
11,697.57 


144,385.00 
22,206.48 
119,118.04 
173.87 


"285, Vasa. 39 
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Analysis of Disbursements by Departments 


AUTO-LITE: 
Salaries—Organizational 
Salaries—Office 
Travel Expense . 

Miscellaneous . 

Telephone 

Telegraph 

Office Supplies ...... 

Special Organizing . 

Postage deviesdeo = 
Books, Pamphlets and Subscriptions 


TOTAL 


BENDIX: 
Salaries—Organizational 
Travel Expense 
Miscellaneous 


TOTAL 


BORG-WARNER: 
Salaries—Organizational 
Salaries—Office 
Travel Expense .... 
Fees and Expenses 
Special Organizing 
Miscellaneous 


TOTAL 


CHRYSLER: 
Salaries—Organizational 
Salaries—Office 
Travel Expense 
Miscellaneous 
Printing 
Special Organizing 


TOTAL 


CHRYSLER UMPIRE: 
Fees and Expenses 
CHRYSLER AUTOMOTIVE BODY 
DIVISION UMPIRE: 
Fees and Expenses 
CIRCULATION: 
Salaries—Organizational 


Salaries—Office 
Travel Expense 


TOTAL 


Six Months 
Ended 


June 30, 1956 


--$ 


12,510.00 
2,037.40 
12,324.54 
202.87 
530.11 
33.42 
15.14 
615.26 
35.21 


$ 28,303.95 


$s 


“A 


“A 


nn 


3,250.00 
4,050.27 


7,300.27 


1,790.00 
1,962.71 
1,890.65 
2,712.50 
91.05 
524.16 


8,971.07 


335.00 
9,694.85 


42,238.85 


5,980.85 


250.00 


4,571.27 
5,178.26 
2,086.62 


11,836.15 


Six Months 


Ended 


Dec. 31, 1956 


$ 


“fA 


“A 


10,885.00 
2,114.40 
10,775.97 
88.78 
38.16 
73.47 
91.67 
77.40 


82.00 


24,226.85 


3,250.00 


4,460.92 
15.55 


“I 


726.47 


3,270.83 
2,236.65 
3,247.08 


50.00 
17.50 


8,822.06 


27,318.78 

6,108.43 
17,694.22 
228.51 


- 


433.00 


3630.00 
6,306.49 
2,800.27 


$ 


Pr 





Year 
Ended 
Dec. 31, 1956 


23,395.00 
4,151.80 
23,100.51 
291.65 
568.27 
106.89 
106.81 
692.66 
35.21 
82.00 


52,530.80 


6,500.00 
8,511.19 
15.55 


15,026.74 


5,060.83 
4,199.36 
5,137.73 
2,712.50 
141.05 
541.66 


7,793.13 


55,793.76 
11,950.72 
34,975.65 
563.51 
9,694.85 
433.00 


44,021.79 


11,230.85 


600.00 


8,201.27 
11,484.75 
4,886.89 


24,572.91 
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Analysis of Disbursements by Departments 


COMMUNITY SERVICES: 


Salaries— 
Salaries 


Organizational 


—Office 


Travel Expense 


Miscellane 


TOTAI 


COMPETITI 


Salaries 
Salaries 


-0OUus .... 


duneece 


VE SHOP: 
Organizational 
Cffice 


Travel Expense 
Advertising E 
Miscellaneous . 


Books, Pamphlets a and Subscriptions 
Telephone and Telegraph 


Furniture 


Maintenance Supplies and E xpense 


Postage 


and Fixtures 


Office Supplies ......... 
Special Organizing .. 


Rent 
Printing . 


TOTAL 


DANA CORPORATION COUNCIL: 


Salaries 


Organizational 


Travel Expense . 
Miscellaneous ..... < 
Special Organizing 


TOTAL 


DIE CASTING: 


Salaries 
Salaries 


Organizational 
Office 


Travel Expense 


Miscellane 


20us 


Telephone 


Rent 


Special Organizing . 


TOTAI 


EDITORIAL: 


Salaries 
Salaries 


Organizational 


-Office 


Travel Expense 
Miscellaneous 
Advertising ....... 


Books, Pamphlets and Subscriptions 


Cartage and Freight 


Photos and Photostats . feias 
Film and Film Equipment ...... 


UAW Paper. 


UAW Pos 


tage 


Posters and Art Work 


TOTAL 


Six Months 
Ended 
June 30, 1956 
$ 16,115.04 

1,908.18 
20,212.58 
716.75 

$ 38, 952 55 


“A 


297,146.62 
7,081.87 
286,922.22 
858.80 
473.72 
837.84 
544.01 
Ne 
589.11 
13,679.98 
695.00 
1,359.41 


$ 610,193. 73 


$ 3,250.00 
2,272.76 
62.10 

; 15.50 


5,600.36 


$ 18,347.55 
2,037.40 
16,739.79 
331.52 

200.37 

200.00 

15.00 


$ 37,871.63 


$ 31,625.00 
8,739.56 
24,511.66 
1,614.37 
22,026.94 


Ma 368.08 


35.65 
2,208.95 
855.31 
314,985.63 
27,807.26 
969.00 


$ 435, 747 41 


Six Months 
Ended 
Dec. 31, 1956 
$ 15,860.00 
1,984.40 
17,586.72 

6.50 


$ 299,941.68 
8,249.32 
277,396.02 
563.21 
,043.15 
259.84 
583.30 
12.17 


bt 


15.00 
141.98 
10,659.92 
851.15 
3,303.41 


$ 603,995.81 


$ 3,250.00 
2,284.47 
36.05 


fA 
or | 
wr | 


$ 18,850.00 
1,735.12 
19,504.05 
272.98 

328.83 

300.00 

179.46 


_ 


$ 41,170.44 
$ 36,470.00 
7,124.72 
27,121.20 
852.54 
2,566.15 
2,167.37 
846.12 
1,887.20 
2,917.81 
242,297.97 
42,259.27 
613.29 


$ 367,123.64 


Year 
Ended 
Dec. 31, 1956 
$ 31,975.04 
3,892.58 
37,799.30 

723.25 


5 74,390.17 


A 


597,088.30 
15,331.19 
564,318.24 
1,422.01 
1,516.87 
2,097.68 
127.31 
12.17 

5.15 

15.00 
731.09 
24,339.90 
1,546.15 
4,662.82 


$1 1,214,189 54 


$ 6,500.00 
4,557.23 

98.15 

15.50 


$ 11,170.88 


9 


$ 37,197.55 
3,772.52 
36,243.84 
604.50 

529.20 

500.00 

194.46 


$ 79,042. 07 


$ 68,095.00 
15,864.28 
51,632.86 

2,466.91 
24,593.09 
2,535.45 
881.77 
4,096.15 
3,773.12 
557,283.60 
70,066.53 
1,582.29 


s 802,871.05 
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Analysis of Disbursements by Departments 


FORD: 
Salaries—Organizational 
Salaries—Office 
Travel Expense 
Miscellaneous 
Special Organizing 
Printing 
Books, Pamphlets and Subscriptions 


TOTAL 


FORD UMPIRE: 


Salaries—Office 
Fees and Expenses 
Utilities 
Telephone 
Miscellaneous 
Rent 


TOTAL 


FORD COUNCIL: 
Salaries—Council 
Travel Expense 
Miscellaneous . 


TOTAL 


FOUNDRY: 


Salaries—Organizational 
Travel Expense 

Special Organizing 
Miscellaneous ..... 

Office Supplies 

Printing ........ 


TOTAL 


GENERAL AND ADMINISTRATIVE 


Salaries—Organizational .. 
Salaries—Office : 
Salaries—Maintenance 
Travel Expense ........ 
Advertising ........... . 
Audit : 
Books, Pamphlets and Subscriptions 
Cartage, Freight and Express 
Convention—16th (1957) 
ID a csenctseh ceipiihin 
Equipment Rental . 

Furniture and Fixtures.............. . 
Furniture and Fixtures Repairs. 
Insurance—Employees Sauk ' 
Insurance—Fire .. 
Insurance—Other ee 
Maintenance—Building ........... 
Metropolitan Hospital Services. 
Miscellaneous connected 
Moving .. 
Office Supplies .......... 


Sub-Total Perna 3 


Six Months 
Ended 
June 30, 1956 
$ 39,973.88 

5,187.09 
34,830.18 
943.15 

75.00 

6,720.55 

12.00 

$ 87,741.85 


$ 3,332.53 
23,993.41 
564.71 

67.26 

807.13 
1,328.74 


$ 30, 093.78 


$ 1,060.00 
2,068.33 
596.26 

$ 3,724.59 


w 29,080.00 


26,621.36 
891.40 
180.14 

12.50 
112.00 


$ 56,897.40 


--$ 121,981.49 


63,995.87 
67,389.06 
95,965.37 


5,680.00 
18,077.16 
4,839.87 
14,191.12 
75,263.59 
72.10 
28,406.40 
4,624.44 
244,838.40 
1,099.93 
888.99 
16,358.50 
225,121.01 
36,221.46 
5,207.23 
54,413.36 


$ 1,084,635.35 


$ 76,496.78 


Six Months 
Ended 
Dec. 31, 1956 
$ 39,860.08 
4,227.73 
32,049.68 

308.89 


50.40 





$ 2,760.73 
19,826.72 
564.71 

519.60 

892.68 
1,790.10 


$ 25,225.12 


$ 2,225.00 
3,495.77 
2,535.36 

$ 8,256.13 

$ 31,015.00 

28,821.29 


493.83 
1,360.41 


$ 61,690.53 


$ 124,598.20 
80,290.95 
78,574.65 
88,073.26 

19.32 
5,875.00 
2,914.71 
5,997.24 
762.81 
61,266.76 
50.00 
30,703.59 
9,866.63 
16,203.24 
15,855.47 
23,610.77 
17,652.52 
175,565.98 
10,739.39 
5,746.08 
60,129.26 
$ 782,089.35 


Year 


Ended 


Dec. 31, 1956 
$ 79,833.96 
9,414.82 
66,879.86 
1,252.04 
75.00 
6,720.55 
62.40 


$ 164, 238. 63 


$ 6,093.26 
43,820.13 


586.86 
1,699.81 
3,118.84 


$ 55,318.90 


$ 3,285.00 
5,564.10 
3,131.62 

$ 11,980.72 


$ 60,095.00 
55,442.65 
1,385.23 
1,540.55 

12.50 

112.00 


118, 587: 93 


A , 


$ 246,579.69 
144,286.82 
145,963.71 
184,038.63 

19.32 
11,555.00 
20,991.87 
10,837.11 
14,953.93 

136,530.35 
122.10 
59,109.99 
14,491.07 
228,635.16 
16,955.40 
24,499.76 
34,011.02 
400,686.99 
46,960.85 
10,953.31 
114,542 62 4 
$ 1,866,724.70 


ADMINISTERED PRICES 3357 


Analysis of Disbursements by Departments 


Six Months Six Months Year 
GENERAL AND ADMINISTRATIVE Ended Ended Ended 
(Continued) : June 30,1956 Dec.31,1956 Dec. 31, 1956 
Sub-Total Forward .. isin ..$ 1,084,635.35 $ 782,089.35 $ 1,866,724.70 
Per Capita Taxes—Affiliates....... di ies 718,188.80 578,943.52 1,297,132.32 
Photos and Photostats stadia ite te 642.73 209.34 852.07 
I ra ad ahd eae aie te sacnoha 36,535.50 44,771.28 81,306.78 
BEA orto 5 CO 8 7 21,348.91 27,727.79 49,076.70 
Severance and Pension Plan—Office Em- 
ployees .. samara sake 53,184.06 54,387.29 107,571.35 
Staff Pension Plan sais K soy 253,492.66 259,962.04 513,454.70 
Special Organizing . ; 23,691.84 9,115.93 32,807.77 
Supplemental Unemployment Benefits— 
COO: ene oul cei £2500... on 33,230.56 33,230.56 
Supplies for mete icon Bhicincccconts 64,083.18 13,209.51 77,292.69 
Taxes—Personal Property ............. pacmaaal 6,756.75 20,285.48 27,042.23 
Taxes—Real Estate ...... ET cs scab 2,416.33 82,061.11 84,477.44 
Taxes—Social Security ; sibel 36,939.30 2,126.56 34,812.74 
Taxes—Unemployment .. bs 17,866.76 - 8,528.20 26,394.96 
SERINE AMS dork so ncnesdoene Selb ieiecainle 5,648.41 14,318.96 19,967.37 
Telephone .. ae j 62,515.06 60,256.81 122,771.87 
Union Building Corporation- _Expense ‘ 4,062.83 6,607.88 10,670.71 
Utilities ....... ; saa : 14,964.74 13,878.84 28,843.58 
Vehicle Expense stad ‘ ; 565.28 356.40 921.68 
Verbatim Minutes and Transcripts. 1,784.35 4,897.27 6,681.62 
20th UAW Anniversary ati 28,527.02 67,700.15 96,227.17 
TOTAL ; $ : 5 2,437, 849.86 $ 2,080,411.15 $ 4,518,261.01 
GENERAL MOTORS: 
Salaries—Organizational . si $ 53,590.00 $ 59,036.64 $ 112,626.64 
Salaries—Office 7,575.96 8,352.47 15,928.43 
Travel Expense 47,673.72 55,508.17 103,181.89 
Miscellaneous . ‘ 2,649.72 2,444.13 5,093.85 
Printing ........ 244.99 244.99 
Special Organizing 475.43 475.43 
TOTAL sins $ 111, 734. 39 $ 125,816.84 §$ 937, 551. 23 
GENERAL MOTORS UMPIRE: 
Salaries—Office : 5 iaeaas $ 795.60 $ 994.50 $ 1,790.10 
| Fees and Expenses 5 9,079.96 10,252.10 19,332.06 
Miscellaneous 5 3 4,895.27 4,895.27 
Rent ...... 560.21 1,093.40 1,653.61 
Office Supplies ........ i ieee SS. iis 60.76 89.72 150.48 
) Telephone ............. RAS ' 432.96 424.58 857.54 
) Utilities s oe 281.77 281.77 
TOT AR Ao Bails, j $ 16,106.53 $ 12,854.30 $ 28, 960. 83 
3 a a anaes ait a 
5 GENERAL MOTORS COUNCIL: 
0 Salaries ....... ; sa = a 1,148.68 $ 638.00 $ 1,786.68 
9 Travel Expense asic 1,361.26 1,715.85 3,077.11 
; Miscellaneous ‘ 1,471.88 2,183.23 3,655.11 
. TOTAL Anes x< 3,981.82 $ 4,537.08 $ 8,518.90 
2 
9 
5 


ae 
to 


5S 


\ 


ru 
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Analysis of Disbursements by Departments 


GENERAL MOTORS BOARD OF REVIEW: 


Salaries—Organizational . 
Salaries—Office .. 
Travel Expense ........ 


ES ie ccneeounes 


INTERNATIONAL HARVESTER: 
Salaries—Organizational 
Salaries—Office 
Travel Expense .. 
Miscellaneous ........ 

Office Supplies ... 
Special Organizing 


TOTAL 


Six Months 
Ended 


June 30, 1956 


$ 


INTERNATIONAL HARVESTER COUNCIL: 


Travel Expense .. 
Miscellaneous .. 
Fees and Expenses 
Rent 


TOTAL 


JOHN DEERE: 
Salaries—Organizational 
Travel Expense . 
Miscellaneous 


TOTAL 


J. I. CASE: 


Salaries—Organizational 
Travel Expense 


TOTAL 


LEGAL: 
Salaries ........... 
Salaries—Office 
Travel Expense ....... 
Books, Pamphlets and Sporeretion 
Fees and Expenses ... » 
Minutes and Transcripts 
Miscellaneous 


PD Ascent dawn 


MACK TRUCK: 


Salaries—Organizational . 
Travel Expense 


$ 


“A 


12,720.00 
1,988.00 
11,957.27 


26, 665. 27 


12,420.00 
2,007.84 
10,469.94 
421.25 
85.86 


25,404.89 


8,938.20 
1,082.65 
7,564.13 

95.00 


196.42 


1,270.00 
998.59 


2,268.59 


11, 960.00 


22,182.30 


23,699.86 
6,560.59 
8,247.64 

760.14 

19,001.92 

1,471.60 
15.00 


58, 756.7 75 


3,250.00 
2,803.90 


6, 053. 90 


Six Months 
Ended 


Dec. 31, 1956 


$ 


fA, 


“A 


fA 


“A 


12,920.00 
1,041.60 
11,436.30 


25,397.90 


12,610.00 
2,023.87 
10,435.79 
50.76 


25,120.42 


~InN 
a4 
& & 
tot 


a 
oO 


10,446.55 


5,846.11 


11,960.00 
11,466.43 


23,426.43 


25,712.89 
6,501.63 
8,587.37 

808.52 

24,227.07 

4,161.55 
8.84 


70,007.87 
3,250.00 
2,659.44 
5,909.44 





Year 
Ended 
Dec. 31, 1956 
$ 25,640.00 

3,029.60 
23,393.57 

$ 52,063.17 
$ 25,030.00 
4,031.71 
20,905.73 
421.25 

85.86 

50.76 

$ £0,525.31 
$ 8,938.20 
3,820.94 
15,272.39 
95.00 

$ 10,250.13 
$ 4,520.00 
3,587.20 

7° 50 

$ 8,114.70 
$ 23.920.00 
21,688.73 

$ 45,608.73 
$ 49,412.75 
13,062.22 
16,835.01 
1,568.66 
43,228.99 
5,633.15 

23.84 

$ . 129,764.62 
$ 6,500.00 
5,463.34 

$ 11,963.34 


Wwe te 


em VTS 


10 
4 





ADMINISTERED PRICES 


Analysis of Disbursements by Departments 


NATIONAL AIRCRAFT; 


Salaries—Organizationa] ....... Lee. 9 
Salaries—Office 


Miscellaneous ........... 

Office Supplies .. 

Printing . : 

Special Organizing .. 

Postage 

Rent 

Telephone 

Utilities 

TOTAL $ 

OFFICE WORKERS: 

Salaries—Organizational $ 

Salaries—Office 

Travel Expense 

Miscellaneous 

Special Organizing 


TOTAL $ 


P 


— 


JRCHASING AND SUPPLY: 
Salaries—-Organizational $ 
Salaries—Office 

Travel Expense 


TOTAL $ 


RADIO: 


Salaries—Organizational $ 
Salaries—Office 
Travel Expense 
Advertising 
Books, Pamphlets and Subscriptions 
Radio Equipment 
Radio Equipment—-Repair 
Miscellaneous 
News Broadcasting 
News Line Charges 
News Wire Service 
Printing 
Radio Supplies 
TOTAL ; $ 


RESEARCH AND ENGINEERING: 
Salaries—Organizational $ 
Salaries—Office 
Travel Expense 
300ks, Pamphlets and Subscriptions 
Miscellaneous 


TOTAL 


A 


22805 O—58—pt. 7—4 


Six Months 
Ended 


June 30, 1956 


66,528.68 
5,199.49 
68,490.95 
.80 

33.59 
445.91 
547.14 
10,629.36 
105.29 
100,00 
56.39 
48.26 


152,185.86 


32,250.00 
1,906.34 
28,743.99 
158.20 
55.73 


63,114.26 


3,640.00 
13,413.01 
2,121.38 


19,174.39 


15,768.98 
15,709.07 
644.99 
.403.44 
111.28 
2,851.02 
128.85 
3,784.50 
253,899.06 
6,526.97 
815.50 


m oO Ut 


1,559.31 


311,202.97 


37,588.94 
24,047.89 
19,596.07 
4,288.18 
492.01 


86,013.09 


Six Months 
Ended 


Dec. 31, 1956 


$ 


fA 


fA 


$ 


69,485.44 
3,992.09 
71,525.98 
270.95 
99.87 


129.41 


991.76 


146,495.50 


35,480.00 
1,958.09 
31,689.51 
86.03 
185.50 


69,399.13 


3,640.00 
14,300.59 
1,848.94 


19,789.53 


16,478.36 
18,081.05 
9,417.01 
5,130.02 
530.36 
492.71 
115.21 
1,688.56 
258,732.41 
14,016.86 
715.00 
375.95 


3,970.53 


329,744.03 


38,567.79 
25,226.26 
21,240.53 

2,632.22 


141.30 


87.808.10 


3359 


Year 


Ended 


Dec. 31, 1956 


$ 


298,681.36 


136,014.12 
9,191.58 
140,016.93 
271.75 
133.46 
445.91 
547.14 
10,758.77 
105.29 
1,091.76 
56.39 
48.26 


244.23 
241.23 


132,513.39 


7,280.00 
27,713.60 
3,970.32 


38,963.92 


32,247.34 
33,790.12 
18,062.00 
6,533.46 
641.64 
3,343.73 
244.06 
5,473.06 
512,631.47 
20,543.83 
1,530.50 
375.95 
5,529.84 


640,947.00 


76,156.73 
49,274.15 
40,836.60 
6,920.40 
633.31 


173,821.19 
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Analysis of Disbursements by Departments 

















Six Months Six Months Year 
Ended Ended Ended 
SKILLED TRADES: June 30,1956 Dec. 31, 1956 Dec. 31, 1956 
Salaries—Organizational —...........000000..0....... $ 38,120.00 $ 38,655.73 $ 76,775.73 
ernee Cee a Se. 2,132.11 4,024.65 6,156.76 
St ES ee 37,233.35 34,271.79 71,505.14 
I ns eensees 229.70 2,375.56 2,605.26 
RE <0 + 7,126.50 9,986.62 17,113.12 
eT CRONIN 100.00 100.00 
Rte cert OL... $ 84,841.66 $ 89,414.35 $ 174,256.01 
SOCIAL SECURITY: 
Salaries—Organizational ........................-..- $ 40,905.50 $ 44,415.90 $ 85,321.40 
SE aE Res et a 24,712.18 21,341.07 46,053.25 
Travel Expense.... cnet 20,479.66 16,023.42 36,503.08 
Books, Pamphlets ‘and. Subscriptions inca 558.44 404.62 963.06 
a 1,908.39 1,902.22 3,810.61 
TOTAL...Q0.U88x.. -<idikece eb tetaadessen b..§ 88,564.17 $ 84,087.23 $ 172,651.40 
SPRING COUNCIL: 
Salaries—Organizational  ~.............--.-...--..--+- $ 3,250.00 $ 3,250.00 $ 6,500.00 
Gate ee ae 2,286.63 2,479.91 4,766.54 
eet tet aie : we 5,536.63 § 5,729.91 $ 11,266.54 
STUDEBAKER-PACKARD: 
Salaries—Organizational  .............-..-.-------. $ 3,000.00 §$ 3,250.00 $ 6,250.00 
NN adi dcastvsedeo<r-seutivetiiejectrercsome>s 2,699.23 2,179.46 4,878.69 
a 0 ER are . 76.16 76.16 
ans $ 5, 699. 23 $ 5,505.62 §$ 11,204.85 
UAW TRUSTEES: 
Salaries—Organizational i 326.64 §$ 280.00 $ 606.64 
IE: TiO ii nsvvscndn==<ositpochepetiedbennee . 422.68 303.83 726.51 
eee ae a 749.32 §$ 583.83 $ 1,333.15 
UNEMPLOYMENT AND WORKMEN’S 
COMPENSATION: 
Salaries—Organizational .................. $ 12,220.00 $ 12,340.00 $ 24,560.00 
a cienacemmaacngitnerssies 2 5,934.08 5,760.63 11,294.71 
I cassecteseninsanenieesnmoesinanesions : 11,716.78 9,735.58 21,452.36 
III ao 321.56 30.50 352.06 
Books, Pamphlets and Subscriptions.... 247.08 247.08 
See OE Tee $ 29,792.42 $ 2811379 $ 57,906.21 
VETERANS: 
Salaries—Organizational ........................... $ 6,240.00 $ 6,240.00 §$ 12,480.00 
NT eT cnenne 1,926.18 2,245.20 4,171.38 
en Meee Ginna 5,291.45 4,565.51 9,856.96 
Books, Pamphlets and Subscriptions. faeivoiaes 25.56 185.16 210.72 
Miscellaneous ................ sokcemmePeraneciipis 85.00 85.00 
TOTAL. $ 13, 483. 19 $ 13,320.87 $ 26,804.06 


| wet aw wwe 





ADMINISTERED PRICES 3361 


Analysis of Disbursements by Departments 


WASHINGTON OFFICE: 


Salaries—Organizational 
Salaries—Office  ...................-2:ccicccce-s0 7 
aeave: Exnens® ...4.........-twk. ait 
Books, Pamphlets and Subscriptions.. 
Furniture and Fixtures ........................ 
Maintenance Supplies and Expenses 
Miscellaneous ....... oe 
IIR, snctbithcchbbentarvens 
menting .....25.ic... 
ae acme 
EE OMI IIIS och trina nace deevcndcbnddeictnsooch 
EEE 
Telegraph and Teletype .. 

ID tiivihniciitdencmiaatl 


WOMEN’S AUXILIARY: 
Salaries—Organizational 
Travel Expense ........... 
Miscellaneous 


TOTAL DEPARTMENTAL EXPENSE.... 


.-$ 61,132.69 $ 79,479.76 $ 140,612.45 


Six Months Six Months Year 
Ended Ended Ended 
June 30,1956 Dec.31, 1956 Dec. 31, 1956 


$ 13,510.00 $ 17,150.00 §$ 30,660.00 
sit 15,733.10 19,100.38 34,833.48 
9,761.04 12,324.22 22,085.26 
2,203.79 1,470.25 3,674.04 
749.65 1,153.36 1,903.01 
1,241.27 6,554.67 7,795.94 
3,187.52 4,549.70 7,737.22 
586.31 1,085.77 1,672.08 
2,796.91 1,278.58 4,075.49 
4,321.75 3,570.00 7,891.75 
1,435.56 2,175.70 3,611.26 
3,522.70 3,587.66 7,110.36 
2,083.09 3,293.15 5,376.24 
2,186.32 2,186.32 








$ 2,990.00 $ 2,990.00 $ 5,980.00 
1,695.28 1,151.00 2,846.28 

67.63 9.00 76.63 

$ 4,752.91 $ 4,150.00 $ 8,902.91 





$ 5,440,175.59 $ 5,090,234.03 $10,530,409.62 


=== = 
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ADMINISTERED PRICES 


Analysis of Disbursements by Regions 


REGION NO. 1: 
Salaries—Organizational 


Salaries—Office 
Travel Expense ...... 
Miscellaneous 
Office Supplies ...... 
Special Organizing - 
Postage 


Books, Pamphlets and Subscriptions... 


Furniture and Fixtures 


SOTAL Late 


REGION NO. 1A: 
Salaries—Organizational 


Salaries—Office 
Salaries—Maintenance 
Travel Expense 
Miscellaneous . 
Telephone 


Telegraph and Telety pe. 


Office Supplies 
Special Organizing 
Postage 


Books, Pamphlets and Subscriptions 


Furniture and Fixtures.............................. " 


Utilities 


Maintenance Supplies and Expenses . 


| 
Advertising ........... 


TOTAL............ 


REGION NO. 1B: 
Salaries—Organizational 


Salaries—Office ...... 
Travel Expense ...... 
Advertising ..... 

Miscellaneous 
Telephone 


Office Supplies 
Special Qapneneins 
Rent carseat 
Postage 


Telegraph and Teletype 


Furniture ‘and Fixtures... cat 
Legal Fees and Expenses . etal hee 


Books, Pamphlets and Subscriptions. 


Utilities 


Maintenance Supplies and Expense 


Six Months 
Ended 
June 30, 1956 


$ 58,992.22 


10,535.70 
43,081.40 
659.79 
253.00 
1,734.11 
19.50 
127.93 
4,036.71 


.-$ 119,440.36 


.$ 72,730.12 


12,182.52 
3,865.09 
46,580.54 
1,943.24 
1,362.78 
12.01 
1,990.33 
1,048.94 
605.46 
357.45 
1,671.42 
1,055.30 
1,179.42 
189.78 


...$ 146,774.40 


nse 54,035.06 


9,621.86 
39,493.42 
90.16 
326.54 
1,897.81 
43.24 
586.15 
541.62 
2,451.25 
325.35 
656.67 
707.09 
11.00 
74.14 


.$ 110, 861. 36 








Six Months Year 
Ended Ended 
Dec. 31, 1956 Dec. 31, 1956 
$ 65,987.22 $ 124,979.44 

10,955.57 21,491.27 
42,235.39 85,316.79 

979.53 1,639.32 
386.90 639.90 
485.39 2,219.50 

38.00 57.50 
107.10 235.03 
383.28 4,419.99 


$ 121,558.38 $ 


$ 73,250.12 $ 
11,644.34 
4,277.57 
43,443.98 
1,030.74 
1,797.46 


1,604.80 
1,054.81 
580.00 
609.56 
479.13 
930.91 
1,424.41 
227.81 
78.72 


$ ' 142,434.36 $ 


$ 54,140.06 $ 


12,517.58 
37,369.57 


1,306.28 
2,398.98 
116.86 
883.98 
1,020.19 
3,753.75 
439.73 
1,849.30 
393.80 


198.55 
2.10 


$ 116,390.73 $ 


240,998.74 


145,980.24 
23,826.86 
8,142.66 
90,024.52 
2,973.98 
3,160.24 
12.01 
3,595.13 
2,103.75 
1,185.46 
967.01 
2,150.55 
1,986.21 
2,603.83 
417.59 
78.72 


289,208.76 


108,175.12 
22,139.44 
76,862.99 

90.16 
1,632.82 
4,296.79 

160.10 
1,470.13 
1,561.81 
6,205.00 
765.08 
2,505.97 
1,100.89 
11.00 
272.69 
2.10 


227,252.09 


a a a a a ee ee 





ADMINISTERED PRICES 


Analysis of Disbursements by Regions 


REGION NO. 1C: 


Salaries—Organizational 
Salaries—Office 
Salaries—Maintenance 
Travel Expense 


NNN I ccevnenrnvnincosevtskcntntgliedsoscesescooee 


Miscellaneous 


Telegraph and Teletype 
Office Supplies 
Special Organizing 
PI osoncecescnvslp deleted tue=nnoncscccesckasbouibdisteose 
Postage 
Furniture and Fixtures 


NONE teh 


Books, Pamphlets and Subscriptions......... 


Maintenance Supplies and Expenses... 


Printing 
Utilities 


‘TOTAL..... 


REGION NO. 1D: 


Salaries—Organizational 
Salaries—Office 
Travel Expense 
REIS cinta nee—-------<- 
Miscellaneous 
Telephone ......... 
Telegraph and Teletype. 
Office Supplies............... 5 
Special Organizing ....... 
meet ........ en 
Postage alhtiiniclipiietvisn 
Furniture and Fixtures...................... 
Legal Fees and Expenses ..................... 
Books, Pamphlets and Subscriptions 
Maintenance eae and deworews 
Printing <...cc.«as»- : ‘ 
Utilities 


TOTAL. 


REGION NO 


Salaries—Organizational 
Salaries—Office 

Travel Expense ... 

Advertising ..... 

Books, Pamphlets and Subscriptions 
Furniture and Fixtures.......................... 
Legal Fees and Expenses................... 
Maintenance Supplies and Expenses. 
Miscellaneous <atesaessouieuen 
Postage 

Printing 

Rent 

Special Organizing 
Office Supplies -... 
Telephone 

Telegraph and Teletype 
Utilities 


TOTAL 
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Six Months Six Months Year 
Ended Ended Ended 

June 30,1956 Dec.31, 1956 Dec. 31, 1956 
wd 40,893.46 $ 42,295.06 $ 83,188.52 
7,032.45 8,727.86 15,760.31 
390.00 390.00 * 780.00 
28,300.09 28,171.72 56,471.81 
819.10 2,201.77 3,020.87 
1,092.64 799.53 1,892.17 
3,120,04 3,589.98 6,710.02 
65.05 153.68 218.73 
1,552.77 1,105.68 2,658.45 
502.40 577.39 1,079.79 
5,361.18 6,801.77 12,162.95 
190,25 274.77 465.02 
498.20 2,043.56 2,541.76 
126.82 756.90 883.72 
83.67 1,146.77 1,230.44 
119.26 170.22 289.48 
26.02 37.35 63.37 
$ 90,173.40 $ 99,244.01 $ 189,417.41 
$ 48,160.06 §$ 48,160.06 §$ 96,320.12 
10,046.49 11,246.62 21,293.11 
39,246.56 37,471.39 76,717.95 
85.44 2,991.78 3,077.22 
2,539.57 3,130.75 5,670.32 
3,350.52 4,514.62 7,865.14 
211.68 307.11 518.79 
1,534.99 2,885.25 4,420.24 
694.00 1,526.26 2,220.26 
2,044.96 2,490.80 4,535.76 
739.88 1,370.98 2,110.86 
1,343.73 887.54 2,231.27 
444.65 20.00 464.65 
885.53 203.37 1,088.90 
31.44 373.01 404.45 
1,001.23 1,001.23 
21.84 42.67 64.51 

$ 112,382. 57 


$ 50,675.06 
7,711.06 
35,964.43 
10.00 
335.75 
364.45 
1,636.38 
205.19 
629.38 
300.13 
486.52 
3,012.90 
2,946.03 
708.35 
2,536.93 
139.64 
129.05 


i 107,791.25 


$ 117,622.21 


$ 51,020.06 
7,768.12 
34,481.00 
140.00 

334.73 

506.83 
2,095.00 

69.11 

886.75 

336.88 


2,910.00 
2,629.89 
605.32 
2,318.55 
455.13 
127.86 


$ 106,685.23 


$ 230,004.78 


$ 101,695.12 
15,479.18 
70,445.43 

150.00 
670.48 
871.28 
3,731.38 
274.30 
1,516.13 
637.01 
486.52 
5,922.90 
5,575.92 
1,313.67 
4,855.48 
594.77 
256.91 


$ 214, 476. 48 
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ADMINISTERED PRICES 


Analysis of Disbursements by Regions 








Six Months Six Months Year 
Ended Ended Ended 
REGION NO. 2A: June 30,1956 Dec.31,1956 Dec. 31,1956 
Salaries—Organizational ...............................§ 41,660.06 $ 41,800.06 $ 83,460.12 
Salaries—Office ......................-..scses-00-.--- ; 11,214.54 11,228.35 22,442.89 
I NY Gi scoccncsnvnrsenacehiteshieentvns eit 37,284.12 33,059.94 70,344.06 
Books, Pamphlets and Subscriptions......... 350.60 172.25 522.85 
Furniture and Fixtures............................... ; 1,952.04 590.85 2,542.89 
Legal Fees and Expenses.............................. 845.96 1,917.50 2,763.46 
Maintenance Supplies and Expenses.......... 695.89 630.80 1,326.69 
RE tn cenncensnccserectibobetbierenveceyersenest 2,036.58 1,572.78 3,609.36 
ID cccuagllMsbGbp be lversconcnceansedhchtihhokéceecesoesences 387.04 359.64 746.68 
ee eee picnic RD Rn accsos 3,459.80 3,587.50 7,047.30 
SE SOP INI o nn ashes lt eescensnnece 7,896.69 10,323.69 18,220.38 
SU IID lL ccc ccceecsesennnsbtbbdbitbdeaceeceeseceones 1,838.32 967.60 2,805.92 
NS coreg eR. 0 22. sk tba eetndercesnccececoves 3,856.00 4,259.89 8,115.89 
Telegraph and Teletype.................................. 267.96 261.50 529.46 
SNE oe tRedixcrncenseceacedebl htbhcensssasneorseece 6.05 71.36 77.41 
PEIN URAL dictates <snanssocceandbotbdestcncsnecsconces 13.50 13.50 
I an ise ar eeenne ne $ 113,751.65 $ 110,817.21 $ 224,568.86 
REGION NO. 2B: 
Salaries—Organizational ......................-......... $ 45,636.72 $ 44,910.06 §$ 90,546.78 
ok a ncncwetvonnupeeeapnesnsiprgensccereess 10,129.40 9,165.50 19,294.90 
cos ancnenean 33,397.67 31,364.51 64,762.18 
i iasscienirtemscnaprsraescosexsecee 25.00 99.83 124.83 
Books, Pamphlets and Subscriptions.......... 82.75 116.44 199.19 
Legal Fees and Expenses... dais 202.40 202.40 
Maintenance taal and 1 Expenses... ae 279.48 15.00 294.48 
Miscellaneous ............... waninenemna 1,446.40 1,428.68 2,875.08 
Postage 1,067.71 1,033.66 2,101.37 
Printing .. 14.16 49.71 63.87 
aa lrmreeaca 900.00 752.77 1,652.77 
Special Organizing 1,731.88 3,078.15 4,810.03 
Office Supplies .. 2,683.16 1,899.33 4,582.49 
Telephone ............... 1,910.73 2,459.07 4,369.80 
Telegraph and Telety pe e 145.89 228.01 373.90 
ig) — 99,653.35 $ 96,600.72 $ 196,254.07 
REGION NO, 3: 
Salaries—Organizational $ 71,090.06 $ 71,420.06 $ 142,510.12 
Salaries—Office 14,032.67 14,919.10 28,951.77 
Salaries—Maintenance ...................... 2,582.69 2,720.36 5,303.05 
Travel Expense -. 65,898.86 64,963.57 130,862.43 
Advertising -............... 729.35 561.92 1,291.27 
Books, Pamphlets and Subscriptions 480.72 654.14 1,134.86 
Furniture and Fixtures..................... ; 976.54 1,860.14 2,836.68 
Legal Fees and Expenses.............. 2,054.29 963.20 3,017.49 
Maintenance Supplies and Expenses 660.64 1,174.14 1,834.78 
Miscellaneous bn Seiet 806.62 472.68 1,279.30 
Postage 1,258.71 1,015.22 2,273.93 
PRImUne .....aaacc 205.80 1,151.15 1,356.95 
Rent ... 1,638.50 1,502.62 3,141.12 
Special Organizing 796.41 6,754.50 7,550.91 
Office Supplies -...... 1,947.71 2,663.17 4,610.88 
ON einen enna 7,932.65 6,732.79 14,665.44 
Telegraph and Telety DO ........dthtapatetee 572.92 656.11 1,229.03 
Uiiities. ......02255 926.71 818.46 1,745.17 
ESR ea a a ae $ 174,591.85 $ 181,003.33 


$ 355,595.18 





REGION NO 
Salaries—-Organizational 


Salaries 


ADMINISTERED PRICES 


Analysis of Disbursements by Regions 


4: 


-Office 


Travel Expense re 
Advertising ... 
Books, Pamphlets and Subscriptions 


Furniture and Fixtures 


Six Months 
Ended 
June 30, 1956 


9 60,333.37 


Legal Fees and Expenses... ae 
Maintenance oe and | Expenses 
Miscellaneous ......... be 


Postage 
Printing 
Rent 


Special Organizing : 
Office Supplies ... 


Telephone 


Telegraph and Telety pe. 


Utilities 


TOTAL... 


REGION NO. 


Salaries—Organizational 


5: 


Salaries—Office 
Travel Expense .. 
Advertising ....... 
Books, Pamphlets ‘and Subscriptions... 


Furniture and Fixtures.. 
Legal Fees and Expenses.. 


Maintenance Supplies and Expenses 


Donations 


Miscellaneous ......... 


Postage .... 
Printing .... 


Rent 


Special Organizing . 
Office Supplies 


Telephone 


Telegraph and Teletype. 
Utilities .... 


TOTAL..... 


15,331.50 
53,949.92 
89.21 
716.27 
994.09 
4,991.29 
379.51 
3,531.32 
1,135.61 
840.05 
8,777.63 
10,949.62 
2,925.62 
9,636.77 
561.58 
348.80 


. ees 492.16 


$ 54,300.06 
20,985.15 
48,246.63 

916.93 
1,081.63 
2,868.56 
3,570.20 
1,396.57 

25.00 
1,926.16 
1,384.46 

677.20 
9,826.60 
6,709.98 
3,041.82 
8,255.93 

474.93 

570.85 





$ 166,258.66 


Six Months 
Ended 
Dec. 31, 1956 
$ 65,281.03 

18,190.60 
58,270.75 

6.25 
738.35 
487.28 
8,522.02 
827.06 
4,349.90 
1,638.17 
3,675.98 
7,374.50 
12,811.81 
2,800.74 
10,207.75 
1,206.88 
773.10 


$ 197,162. 17 


$ 54,400.06 
21,460.72 
51,401.33 

854.96 
736.67 
2,338.16 
2,587.90 
1,077.53 


822.21 
1,019.75 
1,054.07 
9,685.21 
4,122.60 
2,596.41 
8,192.14 

530.84 

362.22 


$s 163, 242. ws 
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Year 
Ended 
Dec. 31, 1956 
$ 125,614.40 

33,522.10 
112,220.67 

95.46 
1,454.62 
1,481.37 
13,513.31 
1,206.57 
7,881.22 
2,773.78 
4,516.03 
16,152.13 
23,761.43 
5,726.36 
19,844.52 
1,768.46 
1,121.90 


$ 372,654.33 


$ 108,700.12 
42,445.87 
99,647.96 

1,771.89 
1,818.30 
5,206.72 
6,158.10 
2,474.10 
25.00 
2,748.37 
2,404.21 
1,731.27 
19,511.81 
10,832.58 
5,638.23 
16,448.07 
1,005.77 
933.07 


$ 329,501.44 
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ADMINISTERED PRICES 


Analysis of Disbursements by Regions 


REGION NO. 6: 
Salaries—Organizational 
Salaries—Office ....... 
Salaries—Maintenance 
Travel Expense ... 


Books, Pamphlets and Subscriptions 


Furniture and Fixtures 
Legal Fees and Expenses... 


Maintenance Supplies and Expenses 


Miscellaneous ......... 
Piptage .....ci. tks 
Priming ....2i.... 

Rent 

Special Organizing 
Office Supplies .. 
Telephone E 
Telegraph and Telety pe 
Utilities 

Advertising 


TOTAL 


REGION NO. 7 
Salaries—Organizational 
Salaries—Office 
Salaries—Maintenance 
Travel Expense ... 
Advertising ......... 


Books, Pamphlets and Subscriptions 


Furniture and Fixtures 
Legal Fees and Expenses 


Maintenance Supplies and Expenses 


Miscellaneous ........ 
Postage £5 
Printing ............ SAE 
BEN ocsorentnddhetben 
Special Organizing 
Office Supplies -...... 
Telephone ......... 
Telegraph and Teletype 
Utilities 


TOTAL... 


Six Months 
Ended 


June 30, 1956 


$ 


fA 


53,630.06 
12,058.91 
2,166.61 
47,956.65 
726.05 
1,063.33 
2,383.71 
950.48 
2,139.47 
1,453.50 
1,005.07 
2,111.35 
10,455.56 
5,111.92 
4,443.31 
764.48 
499.47 


148,919.93 


75,382.12 
11,240.76 
2,472.20 
61,590.73 
449.26 
511.61 
417.09 
1,757.73 
2,346.32 
27.22 
385.00 
734.63 
2,940.00 
6,859.43 
2,249.99 
2,819.82 


358.96 


172,785.59 


Six Months 
Ended 
Dec. 31, 1956 
$ 49,540.06 
12,610.53 
2,402.50 
45,782.26 
1,089.02 
37.60 
5,101.71 
1,671.54 
2,164.25 
1,290.55 
664.59 
1,402.52 
11,841.12 
4,476.94 
4,487.88 
1,852.00 
789.90 
50.00 


$ 147,254.97 


$ 76,145.06 
12,171.35 
2,798.55 
54,211.92 
297.25 
391.39 
648.25 
2,207.35 
1,638.94 
788.10 
944.10 
1,742.40 
3,854.05 
1,053.16 
2,577.13 
4,640.71 
348.70 
736.79 


$ 167,195.20 





Year 
Ended 
Dec. 31, 1956 


$ 103,170.12 
24,669.44 
4,569.11 
93,738.91 
1,815.07 
1,100.93 
7,485.42 
2,622.02 
4,303.72 
2,744.05 
1,669.66 
3,513.87 
22,296.68 
9,588.86 
8,931.19 
2,616.48 
1,289.37 
50.00 


$ 296,174.90 


1, 065.34 

3,965.08 
3,985.26 

815.32 
1,329.10 
2,477.03 
6,794.05 
7,912.59 
4,827.12 
7,460.53 

9591.42 
1,095.75 


$ 339,980.79 





ADMINISTERED PRICES 3367 


Analysis of Disbursements by Regions 





Six Months Six Months Year 
Ended Ended Ended 
REGION NO. 8: June 30,1956 Dec.31,1956 Dec. 31, 1956 
Salaries—Organizational $ 48,420.06 $ 52,807.26 $ 101,227.32 
Salaries—Office  ...002......2....--.e000-- 10,199.47 10,573.92 20,773.39 
Salaries—Maintenance 720.00 780.00 1,500.00 
ODL MO ns onc etblee SINE se fevncennsote 44,992.37 46,594.83 91,587.20 
Books, Pamphlets and Subscriptions.......... 393.76 267.20 660.96 
Furniture and: Pixtures................................. 584.77 207.35 792.12 
Legal Fees and Expenses................ Sie 955.96 1,083.40 2,039.36 
Maintenance sscrennictall and Expenses “ 323.82 331.58 655.40 
SIE RORNNONINNI Ths lonn cccenenseascdbdbcbohpdeedessnicoeoessene 196.54 579.02 775.56 
Postage GES oe. .cccninarcncdindttitetens ican a 660.26 517.96 1,178.22 
SINGIN geil ME ve Sicsccraiceerneec Sea MORI acccoces ai 265.31 250.97 516.28 
Rent .. ie eR pivsmiet eee Re esicinicies shat 6,466.67 5,793.02 12,259.69 
Special Organizing niiiencamicesiil METI Ml inci a 935.76 3,145.89 4,081.65 
BR SE eee. bere ; ae 1,397.03 « 1,125.45 2,522.48 
NS OS Se ee re eee ee 5,008.47 4,109.09 9,117.56 
Telegraph and Teletype..................... we 224.80 184 91 409.71 
SI EOUIOS......csedoeias, ee are 159.58 225.25 384.83 
Advertising ....... ‘ cs tiniiie MN th ancien iy 20.87 20.87 
TOTAL..... call sedviedssti---..-- 121,904.63 $ 128,507.97 $.) 250,502.60 
REGION NO. 9: 

Salaries—Organizational a ee 63,590.06 $ 64,238.06 $ 127,828.12 
et re a re ae = 18,888.39 20,615.10 39,503.49 
Salaries—-Maintenance whitetail 579.67 758.33 1,338.00 
Travel Expense 5 49,136.39 51,069.75 100,206.14 
Advertising .. ; 100.00 669.91 769.91 
Books, Pamphlets and Subscriptions. 940.31 1,243.45 2,183.76 
Furniture and Fixtures bead 757.81 9,879.24 10,637.05 
Legal Fees and Expenses........... 5,044.97 1,447.58 6,492.55 
Maintenance Supplies and Expenses 1,537.43 7,814.57 9,352.00 
Miscellaneous .. iil... = 6,447.24 5,653.34 12,100.58 
Postage Sr Be IO assis 1,996,93 2,006.74 4,003.67 
Printing Sheetal dean ” 1,829.10 2,111.31 3,940.41 
Rent he don 8,106.56 11,797.71 19,904.27 
Special Organizing woe TE ISP 10,790.43 10,206.42 20,996.85 
Office Supplies -.... fe Ree ssi 6,965.47 4,420.63 11,386.10 
RI i s consamecialinnaeal ; ; 6,796.21 9,439.08 16,235.29 
Telegraph and Teletype. ae Sees 7 ¢ 822.32 421.94 1,244.26 
Utilities sh nsheaeislenddibcdciamamnibaiesanaaivani . 147.60 523.65 671.25 


TOTAL . sppenbteasbiacsbiniedtcnsinieaaaions .$ 184,476.89 $ 204,316.81 $ 388,793.70 








3368 ADMINISTERED PRICES 


Analysis of Disbursements by Regions 


REGION NO. 9A: 


Salaries—Organizational 
Salaries—-Office oii 
Salaries—Maintenance ..................... 
Pen Toa. ettniss 
I Ta Foti ict iccisercocancithinahene 
Books, Pamphlets and Subscriptions. 
Furniture and Fixtures......................... 
Legal Fees and Expenses................. 
Maintenance Supplies and Expenses. 
Miscellaneous .......... 
eee ARS 
PIES cnn... 
ee. acct dalietebsaisince 
Special Organizing ............................. 
Office Supplies ........ 

Telephone Bi, eaten 
Telegraph and Telety TOD... osSteasened 7 
Utilities ; sa 


TOTAL... 


REGION NO. 10: 


Salaries—Organizational .................. = 
Salaries—Office ...... 
Travel Expense ....... 
I Bh k,n. wenerecedessabcieen 
Books, Pamphiets and Subscriptions. 
Furniture and Fixtures...................... 
Legal Fees and Expenses.......... 
Maintenance es and A Expenses.. 
Miscellaneous ................ ecelice 
ND ocee cdi iiss sedinciaiatelpieiaan 
NE nN cc cccensnsnnil stele 4. 
TEE. ccnecoxencesdbehichotsal 

Special Organizing .. wo spetp te tics 
Office Supplies .... consciences 
Telephone ............... wi 
Telegraph and Teletype... 

INO ncn tethscicitencccoesesoek 


TOTAL...... 
TOTAL REGIONAL EXPENSES.. 


Six Months 
Ended 
June 30, 1956 


$ 54,140.06 


13,813.90 
344.18 
47,891.36 
472.20 
423.40 
3,574.19 
10,857.52 
1,127.45 
5,849.38 
1,020.57 
1,121.29 
5,358.89 
10,181.09 
2,399.88 
6,063.91 
1,300.39 
203.86 


$ 166,143.52 


-$ 45,770.02 


12,725.83 
38,799.48 
25.00 
1,007.06 
1,884.04 
5,564.76 
421.00 
1,520.56 
1,196.80 
179.01 
4,315.00 
4,284.55 
2,547.14 
4,971.88 
161.40 
202.75 


..-$ 125,576.28 


$ 2,336,977. 85 


Six Months 
Ended 
Dec. 31, 1956 
$ 54,140.06 
13,999.71 

758.33 
51,271.43 


667.07 
902.77 
5,152.59 
2,102.74 
1,487.37 
723.32 
137.91 
4,425.04 
7,205.07 
2,323.46 
5,758.50 
409.76 
388.90 


$ 151,854.03 


$ 44,220.02 
14,677.83 
35,336.97 


679.02 
566.00 
5,718.38 
513.21 
620.30 
564.32 
1,321.42 
3,744.00 
2,956.60 
1,421.56 
3,384.76 
319.00 
277.10 


$ 116, 320. 49 
$ 2,368,300.60 





Year 

Ended 
Dec. 31, 1956 
$ 108,280.12 
27,813.61 
1,102.51 
99,162.79 
472.20 
1,090.47 
4,476.96 
16,010.11 
3,230.19 
7,336.75 
1,743.89 
1,259 20 
9,783.93 
17,386.16 
4,723.34 
11,822.41 
1,710.15 
592.76 


$ 317,997.55 


$ 89,990.04 
27,403.66 
74,136.45 

25.00 
1,686.08 
2,450.04 

11,283.14 
934.21 
2,140.86 
1,761.12 
1,500.43 
8,059.00 
7,241.15 
3,968.70 
8,356.64 
480.40 
479.85 


$ 241,896.77 


$ 4,705,278.45 





TOTAL 


Donations 


Analysis 


GENERAL FUND: 


Departmental Expense . 
Regional Expense . 
Asset Expenditures 


CITIZENSHIP FUND: 


ADMINISTERED PRICES 


of Disbursements by Funds 


Six Months 
Ended 
June 30, 1956 


..$ 5,440,175.59 


INTERNATIONAL STRIKE FUND: 


Regular Expenditures (Donations) 


PAC Department Expense: 
Salaries—Organizational 
Salaries—Office 
Travel Expense .. 

Pamphlets and Subscriptions 


Books, 


Miscellaneous 


Printing .. 


Special Organizing . 


Special Drive . 
TOTAL PAC DEPT. EXPENSE.. 
TOTAL CITIZENSHIP FUND 


Salaries- 


Salaries—Office 


Travel Expense ... 


FAIR PRACTICES AND ANTI-DISCRIMI- 
NATION FUND: 


-Organizational 


Books, Pamphlets and | Subscriptions... 


Donations 


Miscellaneous ..... 


Postage 
Printing 


Office Supplies | wt: 


Telephone 
Telegraph 
Advertising - 
Freight, 


TOTAL. 


Express and Cartage A 


2,336,977.85 
451,336.74 


$ 8,228, 490. 18 


$ 8,339,036.49 


Six Months 
Ended 
Dec. 31, 1956 
$ 5,090,234.03 
2,368,300.60 
1,566,944.30 


$ 9,025,478.93 


$ 973,060.92 
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Year 
Ended 
Dec. 31, 1956 
$10,530,409.62 
4,705,278.45 
2,018,281.04 


$17,253,969.11 


$ 9,312,097.41 





$ 113,585. 86 $ 437,845.63 $ 551,431.49 
.$ 81,030.70 $ 88,561.96 $ 169,592.66 
7,441.93 8,488.94 15,930.87 
70,336.36 70,379.33 140,715.69 
1,010.94 298.96 1,309.90 
9,264.57 2,775.55 12,040.12 
18,200.75 4,504.42 22,705.17 
3,613.68 613.12 4,226.80 
590.95 590.95 

.-$ 190,898.93 $ 176,213.23 $ 367,112.16 
$ 304,484.79 $ 614, 058. 86 $ 918,543.65 
$ 22,796.00 $ 30,648.08 $ 53,444.08 
5,337.44 5,398.79 10,736.23 
27,760.65 37,112.45 64,873.10 
1,951.72 4,895.57 6,847.29 
8,375.00 300.00 8,675.00 
8,240.02 5,480.46 13,720.48 
1,219.31 886.71 2,106.02 
3,676.35 2,705.42 6,381.77 

29.00 29.00 

900.00 900.00 1,800.00 

300.00 300.00 600.00 
11,796.60 11,796.60 

23.13 23.13 

$ 80,585.49 $ 100,447.21 §$ ‘181, 032.70 
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ADMINISTERED PRICES 


Analysis of Disbursements by Funds 


EDUCATIONAL FUND: 
Education Department: 


Salaries—Organizational 
Salaries—Office 
Travel Expense 
Ammunition ..... 
Books, Pamphlets ‘and | Subscriptions 
Cartage adie inact 
Donations 
Films 
Furniture and Fixtures 
Miscellaneous . 
Miscellaneous Conference 
Photos and Photostats 
Postage ..... 

Posters and. Art “Work 
Printing > ......:..... ; 

Office Supplies - 
Telephone ...... 

Telegraph 


Education—Region No. 7: 

Salaries—Organizational 
Salaries—Office 
Travel Expense 7 
Books, Pamphlets and Subscriptions 
Customs 
I Bia iacrattisnininnenianes 
Films and Film Equipment... 
Furniture and Fixtures... 
Miscellaneous ...... 
Postage 
Printing : 
Special Organizing bs 
Office Supplies 


TOTAL EDUCATIONAL FUND 


Six Months 
Ended 
June 30, 1956 


$ 76,660.36 
22,024.63 
70,463.62 
37,284.97 

5,649.49 
428.53 
4,700.00 
1,387.21 
590.94 
14,163.56 
51,694.35 
362.31 
1,455.23 
383.10 
584.65 
776.74 
1,050.00 
450.00 


S$ 290, 109. 69 


$ 2,760.00 
1,841.40 
3,734.11 

695.98 
359.09 
250.00 
226.84 
83.59 
60.00 
35.86 
1,627.11 
220.40 
808.01 





-S 12,261.59 


“A 


a "302,371.28 


Six Months 
Ended 
Dec. 31, 1956 


$ 79,339.96 
18,395.90 
65,425.67 
55,191.68 

4,017.11 
98.58 
19,300.00 
649.91 


9,570.21 
6,105.78 
20.60 


107.50 
2,072.14 
340.66 
1,050.00 
450.00 


_ 262, 135. 70 


$ 2,990.00 
1,970.03 
2,827.75 

393.21 
62.81 


53.40 
14.00 


1,724.03 
831.60 
221.69 


$ 11,088. 52 


$ 273,224.22 





Year 


Ended 


Dec. 31, 1956 


$ 156,000.32 
40,420.53 
135,889.29 
92,476.65 
9,666.60 
527.11 
24,000.00 
2,037.12 
590.94 
23,733.77 
57,800.13 
382.91 
1,455.23 
490.60 
2,656.79 
1,117.40 
2,100.00 
900.00 


92,245.39 


| BM, 
oO 


$ 5,750.00 
3,811.43 
6,561.86 
1,089.19 

421.90 
250.00 
280.24 
83.59 
74.00 
35.86 
3,351.14 
611.20 
1,029.70 


$ 23,350. 11 


$ 575,595. 50 
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ANALYSIS OF EXPENDITURES BY CLASSIFICATION—Continued Year Ended December 31, 1956 


GENERAL FUND (Continued): Salaries 








T 
TOTAL DEPARTMENTAL EXPENDITURES ns “as on Genes wean. 3% 
(Brought Forward). ............. -svmannsstesnaneeneesenenee $1.0,530,409.62 $2,370,316.65 $ 690,431.05 $145,963.71 $1,030,156.16 $1,975,685.96 $154,298.39 $27 
REGIONS | 
Bo, 2. raivionelncariiea 240,998.74 124,979.44 21,491.27 Oe ae. $5,316.79 eeeeneeaee 
No. 289,208.76 145,980.24 23,826.86 wusaeee 90,024.52 3,160.24 
No. 227,252.09 108,175.12 Te ee 76,862.99 4,296.79 
No. 189,417.41 83,18852 15,760.31 Mh ok 56,471.81 6,710.02 
No. soeenwe. 6659012 290 =o NU. 16,717.95 7,865.14 
No. 214,47648 101,695.12 1547918 9 ccc 70,445.43 4,855.48 
No. 224,568.86 83,460.12 2244289 9 70,344.06 8,115.89 
No. 196,254.07 90,546.78 1929490 oo uu 64,762.18 4,369.80 
No. 355,595.18 142,510.12 28,951.77 No S0O iia 130,862.43 14,665.44 1 
No. Srameass. 29561400 38588300 112,220.67 1984452 1 
No. 329,501.44 108,700.12 42,445.87 ems Meee 99,647.96 16,448.07 1 
No. 296,174.90 103,170.12 24,669.44 OSS Ske 93,738.91 8931.19 
hl ee ee ee 339,980.79 151,527.18 23,412.11 Se 8 115,802.65 7,460.53 
No. 8 250,502.60 101,227.32 20,773.39 ee eee 91,587.20 9,117.56 
No. 9 388,793.70 127,828.12 39,503.49 5 100,206.14 16,235.29 1 
No. 9A 317,997.55 108,280.12 27,813.61 1,102.51 atte 99,162.79 11,822.41 1 
No. 10 241,896.77 89,990.04 27,403.66 (cece 0 reser 74,136.45 8,356.64 
(T) TOTAL REGIONAL AND DEPARTMENTAL 
EXPENDITURES me Lee .. $15,235,688.07 $4,263,509.65 $1,120,654.45 $173,969.79 $1,030,156.16 $3,483,996.89 $306,553.40 $4 
(AE) ASSET EXPENDITURES en er cates th F eewadh., _.” Adbeapeaaie 
(T) TOTAL GENERAL FUND EXPENDITURES... $17,253,969.11 $4,263,509.65 $1,120,654.45 $173,969.79 $1,030,156.16 $3,483,996.89 $306,553.40 $4 
(ISF) INTERNATIONAL STRIKE FUND... I kha AR eM eS cae aibeeeceees 
(CF) CITIZENSHIP FUND: 
Ie 551,431.49 i ee a eS a i er ee 
PAC Department Expemse 0c cceecceeeeecceeeeeeeeneecneeeneeennen 367,112.16 169,592.66 15,930.87 9 ec. Olde 140,715.69 © oeserenn- 
(FP) FAIR PRACTICES AND ANTI-DISCRIMINATION 
tel ee 19100070. = 5344408 6=—:1070643 en. 64,873.10 1,800.00 
(EF) EDUCATION FUND: 
Education Department... ees eecceeeeeeeeeveeen denen oe 552,245.39 156,000.32 40,420.53 eae gs taf 135,889.29 2,100.00 
Rducation—-Resion No. 7. 23,350.11 5,750.00 SUES oo fs ee Seige. 
CRF) RECREATION FUND .o.0.o.c.c.-ccccccscesscseccceseceseececesoeecsneee ee 280,186.79 34,634.20 1292282 ............. 6,925.10 35,767.09 1,214.86 
(T) GRAND TOTAL EXPENDITURES... 000.0... _..» $28,521,425.16 $4,682,930.91 $1,204,476.33 $173,969.79 $1,037,081.26 $3,867,803.92 $311, 668.26 $4 



































Telegraph 
and Office 

phone Teletype Supplies Organizing 

298.39 $27,007.16 $125,242.86 $ 67,846.18 
PGBS Pe vas 639.90 2,219.50 
160.24 12.01 3,595.13 2'103.75 
296.79 160.10 1,470.13 1561.81 
710.02 218.73 2'658.45 1079.79 
865.14 518.79 4,420.24 2'220 26 
855.48 594.77 1313.67 5,575.92 
115,89 529.46 2305.92 18,220.38 
369.80 373.90 4'582.49 4'810.03 
665.44 1,229.03 4,610.88 7,550.91 
84452 1,768.46 5,726.36 23,761.43 
44807 ‘1,005.77 5,638.23 10,832.58 
931.19 2616.48 9,588.86 22,296.68 
460.53 591.42 4,827.12 7912.59 
117.56 409.71 2522.48 4,081.65 
23529 1,244.26 1138610 20,996.85 
$2241 1710.15 4723.34 17,386.16 
356.64 480.40 3,968.70 7241.15 
553.40 $40,470.60 $199,720.86 $227,697.62 
553.40 $40,470.60 $199,720.86 $227,697.62 
2 oe a ek Teta 4,817.75 
800.00 600.00 mee oe as 
100.00 900.00 geek 
as So.) legs 1,029.70 611.20 
214.86 180.00 Se Sn, 
668.26 $42,150.60 $204,065.77 $233,126.57 











Rent 
$ 21,260.87 


$157,907.42 $5,331.13 





Furniture 
Photos and and 
Photostats Fixtures 


$4,948.22 $ 65,281.53 


4,419.99 
2,150.55 
2,505.97 
2,541.76 
2,231.27 

871.28 
2,542.89 


4,476.96 
2,450.04 


$112,592.45 


$112,592.45 


590.94 

83.59 
biceeiaces 30.90 
$113,297.88 


Postage 
$154,385.05 


57.50 
1,185.46 
765.08 
465.02 
2,110.86 
637.01 
746.68 
2,101.37 
2,273.93 
2,773.78 
2,404.21 
2,744.05 
1,329.10 
1,178.22 
4,003.67 
1,743.89 
1,761.12 


$182,666.00 


$182,666.00 


2,106.02 


1,455.23 
316.10 
6,384.04 


$192,927.39 


Per Capita Other 
Taxes Taxes 


$1,297,132.32 $172,727.37 


$1,297,132.32 $172,727.37 


Ex 


$ 


$ 
2,018 
$2,018 


$2,018 








al 


mr Ended December 3!, 1956 


Telegraph Furniture Asset ’ 














Sees enn Travel and Office Special Photos and and Per Capita Other Expendi- Employees’ : 
Expenses Expense Telephone Teletype Supplies Organizing Rent Photostats Fixtures Postage Taxes Taxes tures Benefits Legal 
3.71 $1,030,156.16 $1,975,685.96 $154,298.39 $27,007.16 $125,24286 $ 67,846.18 $ 21,260.87 $4,948.22 $ 65,281.53 $154,385.05 $1,297,132.32 $172,727.37 $  -........- $654,256.61 $ 43,248.96 $ 
buy ee 85,316.79 See ST i eocencied 639.90 2,219.50 ec El etic daca 4,419.99 UN et Ss ORC eat ee a ea ee ae 
Me es ao ; 90,024.52 3,160.24 12.01 3,595.13 NE a eka picnegeainecn 2,150.55 ae sae ea acne ee ie ae ak ee ee 
im ee 76,862.99 4,296.79 160.10 1,470.13 1,561.81 6,205.00. 2,505.97 eT a eileen 1,100.89 
, | OT ee Ore 56,471.81 6,710.02 218.73 2,658.45 1,079.79 Se 2,541.76 RS om ea ONE oe eee: 22) 0 nee ee Pk Se oe 
Beet tee ores 76,717.95 7,865.14 518.79 4,420.24 2,220.26 ee a 2,231.27 SD Ob sig nme ie a a le ea 464.65 
cies 70,445.43 4,855.48 594.77 1,313.67 5,975.92 5,922.90 0 871.28 Rr See Pe Bae pee ete Oe 3,731.38 
Se 70,344.06 8,115.89 529.46 2,805.92 18,220.38 7,047.30 ae 2,542.89 746.68 Pe ile ri. a 2,763.46 
we. Se 64,762.18 4,369.80 373.90 4,582.49 4,810.03 SUE ia de a 2,101.37 Se cit Ae ly OMe a Ee 202.40 
130,862.43 14,665.44 1,229.03 4,610.88 7,550.91 ST EA Sacer 2,836.68 Re: ee ek ase ae em 3,017.49 
mys 112,220.67 19,844.52 1,768.46 5,726.36 23,761.43 16,152.13 en ass 1,481.37 2,773.78 SoBe Ht sacatea AEE ee a 13,513.31 
sce 99,647.96 16,448.07 1,005.77 5,638.23 10,832.58 19,511.81 inn dee 5,206.72 2,404.21 ae os Gaede: Lael. ay eae 6,158,10 
93,738.91 8,931.19 2,616.48 9,588.86 68 351387 1,100.93 RS iat ame Oe pe gE os eS ee 7,485.42 
dina ae 115,802.65 7,460.53 591.42 4,827.12 7,912.59 6,794.05 ena: 1,065.34 1,329.10 ae eels coos Be 3,965.08 
91,587.20 9,117.56 409.71 2,522.48 4,081.65 12,2590 i. 792.12 mE Peeee Sh re ae eee I Se ap 2,039.36 
Bee 100,206.14 16,235.29 1,244.26 11,386.10 20,996.85 19,904277 ww... 10,637.05 CN Oe eg OES 6,492.55 
snes 99,162.79 11,822.41 1,710.15 4,723.34 17,386.16 9,783.93 ww... 4,476.96 BIRMNIN fre  oe s, ee i eC oe Sate: 16,010.11 
74,136.45 8,356.64 480.40 3,968.70 7,241.15 Bee 2,450.04 a a eh a OR 11,283.14 
$1,030,156.16 $3,483,996.89 $306,553.40 $40,470.60 $199,720.86 $227,697.62 $157,907.42 $4948.22 $112,592.45 $182,666.00 $1,297,132.32 $172,727.37 $  ............ $654,256.61 $121,476.30 $: 
Ce Sag | SRT ATES ati oe Re Maas ee Ritaescdds Eins, Aa eS My Sn I 2 aS 
$1,030,156.16 $3,483,996.89 $306,553.40 $40,470.60 $199,720.86 $227,697.62 $157,907.42 $4,948.22 $112,592.45 $182,666.00 $1,297,132.32 $172,727.37 $2,018,281.04 $654,256.61 $121,476.30 $ 
140,715.69 cali FA Selene. ale aie A de lictenis <P aang) ee YS pean neal i teteenme I RkenleS 8 eececelnnee 
64,873.10 1,800.00 600.00 ee tS es BABES Aine file FA ecsnieecns 3 SM beciiedaad NSC Sere a ie ee eS a eee has ee) ee 
135,889.29 2,100.00 900.00 |g ORB GS Seat Se cee 382.91 590.94 ME hope se: > Os ana dy Cag nS PAO aegis ee 
ee RI Sk Ree te ST 1,029.70 611.20 bee cs Mw ating 83.59 SR es ETA tee eta a See oe age ME Ne ee 
6,925.10 35,767.09 1,214.86 180.00 ee a sata MS ccna 30.90 I eka py em re RR A the gg pe 





























79 $1,037,081.26 $3,967,803.92 $311,668.26 $42,150.60 $204,065.77 $233,126.57 $157,907.42 $5,331.13 $113,297.88 $192,927.39 $1,297,132.32 $172,727.37 $2,018,281.04 $654,256.61 $121,476.30 $ 


























Maintenance 

















Supplies and = Sub- 

Legal Expense Utilities Printing scriptions Insurance Advertising 
3,248.96 $151,661.01 $31,616.57 $630,698.51 $40,319.94 $270,090.32 $34,150.17 
ES Ei aie Ss aie AES Oe ees 235.03 a aA ie ead 

cae 2,603.83 1,986.21 417.59 967.01 78.72 

1,100.89 2.10 aeeee = Eo Stee on 90.16 
Re 1,230.44 63.37 289.48 883.72 TER 3,020.87 

464.65 404.45 64.51 1003-23. 100800 62s 2... 3,077.22 

3,731.38 274.30 256.91 486.52 ee: So 150.00 
2,763.46 1,326.69 we RS ees SE ce eS 13.50 
202.40 204.48 «= ...-..----- 63.87 cd. 124.83 

3,017.49 1,834.78 1,745.17 2:358.96.7: LIES 1,291.27 
3,513.31 1,206.57 1,121.90 4,516.03 145462 ............ 95.46 
6,158,10 2,474.10 933.07 Lense. Beeeeee. 3 1,771.89 
7,485.42 2,622.02 1,289.37 1669.66 1815.07 3 .......... 50.00 
3,965.08 3,985.26 1,095.75 2,477.03 903.00 746.51 
2,039.36 655.40 384.83 516.28 GSE ide 20.87 
6,492.55 9,352.00 671.25 ROC001" 2388 Te) 769.91 
6,010.11 3,230.19 592.76 1,259.20 TOO. * ho 472.20 
1,283.14 934.21 479.85 1,500.43 1,686.08 ~~ 2... 25.00 
1,476.30 $184,091.83 $42,651.62 $651,924.46 $57,645.24 $270,090.32 $45,948.58 
11,476.30 $184,091.83 $42,651.62 $651,924.46 $57,645.24 $270,090.32 $45,948.58 
snide Se tee Ni Sad 22,705.17 1,309.90 us ak 

ee SR 6,381.77 6,847.29 ca isntdece ; 1A7TSGRD 

ees Pht Met Pe DS got eS 95,133.44 9,666.60 ae 490.60 

siete. 25 gti reey ae 3,351.14 1,089.19 be Reet TATE 

pian’ 3,238.19 254.40 Rs Deh 

21,476.30 $184,091.83 $42,651.62 $782,734.17 $76,812.62 $270,090.32 $58,235.78 














Cartage 


$22,672.19 $ 


$22,672.19 


$22,672.19 


$23,222.43 








Donations Miscellaneous 
136,530.35 $212,481.51 


. 136,555.35 


9,312,097.41 
551,431.49 





ees 


$10,033,009.25 $559,966.27 
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ANALYSIS OF EXPENDITURES BY CLASSIFICATION 


GENERAL FUND: 





DEPARTMENTS Total iad 

President's Office... - eta etait lp otepicinitlh ieakcdghedinchades ind A 56,935.34 $ 
Secretary-Treasurer’s Sie SR I SIR - 38,961.61 
Vice-President’s Office—-Gosser eee nnnceeeeneennneeeeveeeeee ene 26,706.08 
Vice-President’s Office—Greathouse.__. n-ne eeeeeeeeeee 31,753.04 
Vice-President’s Office—Matthews_ cece eee 26,639.52 
Vice-President’s Office—Woodcock....- nen 34,744.09 
Vice-President’s Office—Livingston en 914.99 
er tapes cal ee a ehh a ethan Seon sapbinciecomprrsnintge a 95,541.15 
Agricultural Farm CUO 155,003.80 
Airline... s ehemhacleasts 11,285.90 
Rn eae as 15,330.62 
American Motors Intra-Corporation Council... 11,697.57 
a att ipo sateen tis canning ana tos Aeaigg sicwnnnpenenene—rooeviodl--o0 285,883.39 
I tas cals neg ee aaah Dcat lary cticnanesninisslbeietpctaetin tachi <ssangnenreonevosecsbapees 52,530.80 
Bendix...... 15,026.74 
TINE NI ah Scheie soe lcci inthe oe panna 17,793.13 
NN ie hills can fanbase eee alinaediieantailirenrt peek masivevese Sade 94,021.79 
cn eckin sc bclanomcebienirstldbiciesiy=ansoictaicepennrieennes sgh ca 11, = = 
Chrysler ABD esa Sani tpendicains sah inept tachi nteceqanedtoreysnibgipeoees 
Circulation............. hater didiactagailAhintibreiadeiiiasdaeon~gud 24, o72. on 
Community Services. Sealant indincisllieineaithcncatetandilaepiebmacinapneyviensticnniimaninin goers 74,390.17 
oi dha ce seca tevin decanting hshninasnceeresorenaceniouponed 1,214,189.54 
Sp: MeCN SUN ann rentieee 11,170.88 
I sic ace cai linncaieratbascapapemneeili tis <cneed an sclappuiniiencca ae 79,042.07 
I acathinome 802,871.05 
Ode al aici entrees bigtipniedineniiorc nenctgniioinyesabeioniiainosin 164,238.63 
i dda aetna ed edie niginndionrore —naceneasoteepaeotbbioen 55,318.90 
I ai ie a lan is artic chien io ngh nacmovinnensintigetin 11,980.72 
Foundry.... eit ipeipeinicteiiapalalahn deentineedi ince aremaniice 118,587.93 
General and Administrative... De aiecarh ciel eitinls gta baba ibcnacgsinap ewes chess 4,518,261.01 
General Motors... RN lees ie alec tbchhy cls aner 237,551.23 
General Motors Umpire... 28,960.83 
General Motors Council... cai aeneadl tented tia dtaa sip denaiow 8,518.90 
General Motors Board of Review. nical teienertbne ee icdtibdesekieo- 52,063.17 
IP II SO sees 50,525.31 
International Harvester Council one 10,250.13 
a oe ss otateesvenidimeoan 8,114.70 
SREP ERT Pe Es 27° SI Ea de 45,608.73 
Mack ‘Truck... diam elidel tin iilaclhsidltbensllinn=+~sitvacacticihetissooccningeetinnsianieaterones 11,963.34 
I a ceececmemmmnes 298,681.36 
Office Workers... Si tins Seeahiliinahpsaphteliordaotin moncmios 132,513.39 
Purchasing and Supply... Aa ea pile aetna mada tare lintaicnarate—as—nteniee re 38,963.92 
tI cde accra rnesuclneceh pncaniacrmncbnnovinaseoseiiipence 640,947.00 
Research and Engineering... nnn ee 173,821.19 
i cniectngns coer npnsasnoenesnsesnsasiiunmmaelipeice 174,256.01 
Social Security... SE ities ianctiacnerthennetiaciat celina seuae 172,651.40 
Spring Council... Se inroads tnegofnceeitentictanpanleomarclapontcaaetiobeepaypacataatagees 11,266.54 
Studebaker-Packard.. aaa AR aa ltskeip-ionie liehtatnecllinsdatnideceeineseidlip=mee 11,204.85 
UAW Trustees_. ak 1,333.15 
Unemployment and Workmen's s Compensation... 57,906.21 
Veterans... so sites he. 26,804.06 
Washington ‘Office. 140,612.45 
Women’s Auxiliary... 8,902.91 


TOTAL DEPARTMENTAL EXPENDITURES.................... 


Salaries 
Organiza- Salaries 
tional Office 
17,999.80 $ 32,573.18 
13,999.96 16,033.44 
12,500.28 10,228.69 
12,067.58 8,593.81 
12,500 28 6,801.70 
12,500.28 10,527.75 
7,700.00 82,732.21 
69,105.04 6,106.14 
Gou0n0- lk. 
SUUED ° .\. <> © Gaigscdns 
_\__ Baeaeape e 
144,385.00 22,206.48 
23,395.00 4,151.80 
CE,” ©: “SSgenelndinns 
5,060.83 4,199.36 
55,793.76 11,950.72 
8,201.27 11,484.75 
31,975.04 3, 892.58 
597,088.30 15,331.19 
GNU... tee 
37,197.55 3,772.52 
68,095.00 15,864.28 
79,833.96 9,414.82 
ssletlogssion 6,093.26 
3,285.00 nafiabaiee 
60,095.00 wcitbbasiteaie 
246,579.69 144,286.82 
112,626.64 15,928.43 
aeetaicas 1,790.10 
i ae ae 
25,640.00 3,029.60 
25,030.00 4,031.71 
4,5F0 00 > lane 
ZB, 990 00. estes 
49,412.75 13,062.22 
G00 G8 . 2: a 
136,014.12 9,191.58 
67,730.00 3,864.43 
7,280.00 27,713.60 
32,247.34 33,790.12 
76,156.73 49,274.15 
76,775.73 6,156.76 
85,321.40 46,053.25 
6,500.00 eiaailinns 
6,250.00 peal on 
24,560.00 11,294.71 
12,480.00 4,171.38 
30,660.00 34,833.48 
DOOD een 


$10,530,409.62 $2,370,316.65 $ 690,431.05 


Year Ended December 31, 


$145, 963. 71 


Travel 
Expense 
6,362.36 $ 

8,928.21 
3,977.11 
11,091.65 
7,337.54 
11,716.06 
914.99 
5,108.91 
72,594.95 
4,785.90 
8,579.44 
4,947.57 
119,118.04 
23,100.51 
8,511.19 
5,137.73 
34,975.65 


4,886.89 
37,799.30 
564,318.24 
4,557.23 
36,243.84 
51,632.86 
66,879.86 
5,564.10 
55,442.65 
184,038.63 
103,181.89 


3,077.11 
23,393.57 
20,905.73 

8,938.20 

3,587.20 
21,688.73 
16,835.01 

5,463.34 

140,016.93 
60,433.50 

3,970.32 
18,062.00 
40,836.60 
71,505.14 

4,766.54 

4,878.69 

726.51 
21,452.36 

9,856.96 
22,085.26 

2,846.28 


1956 


Telephone 


1,127.31 
529.20 
586.86 


122,771.87 


857.54 


” 56.39 


20,543.83 


7,110.36 


$1, 030,156. 16 $1.9 975, 685. 96 $154, 298. 39 ¢ 


586.86 


22,771.87 


857.54 


154,298.39 


Telegraph 
and 
Teletype 


5,376.24 


$27,007.16 


12.50 


445.91 


3,611.26 


$125,242.86 


$ 67,846.18 


7,891.75 


$ 21,260.87 


Photes and 
Photostats 


$ 


4,096.15 


$4,948.22 


Furniture 
and 
Fixtures 


936.97 


59,109.99 


3,343.73 


1,903.01 


$ 65,281.53 


Postage 


$ 


1,010.29 


173.87 


35.21 


15.00 


70,066.53 


81,306.78 


105.29 


1,672.08 


$154,385.05 


Per Capita 
Taxes 


1,297,132.32 


$1,297,132.32 


Other 
Taxes 


172,727.37 








Ended December 31, 1956 


Fees and 
Expenses 
$ panei: $ 


43,820.13 


418,923.61 


19,332.06 


15,272.39 


5,633.15 


512,631.47 


$1,030,156.16 $1 


Travel 
Expense 
6,362.36 
8,928.21 
3,977.11 
11,091.65 
7,337.54 
11,716.06 
914.99 
5,108.91 
72,594.95 
4,785.90 
8,579.44 
4,947.57 
119,118.04 
23,100.51 
8,511.19 
5,137.73 
34,975.6 


4,886.89 
37,799.30 
564,318.24 
4,557.23 
36,243.84 
51,632.86 
66,879.86 


5,564.10 
55,442.65 
184,038.63 
103,181.89 


3,077.11 
23,393.57 
20,905. 7: 

8,938.20 

3,587.20 
21,688.73 
16,835.01 

5,463.34 

140,016.93 
60,433.50 

3,970.32 
18,062.00 
40,836.60 
71,505.14 
36,503.08 

4,766.54 

4,878.69 

726.51 
21,452.36 

9,856.96 
22,085.26 

2,846.28 


1,127.31 
529.20 
586.86 

122,771.87 


$57.54 


56.39 


20,543.83 


7,110.36 


975,685.96 $154,298.39 


and Office 
Teletype Supplies 
a I, © Firat « 
"26.16 1,783.21 
106.89 106.81 
eee pice Se 731.09 
3,773.12 
a a 1250 
19,967.37 114,542.62 
hii 150.48 
” $5.86 
ee 445.91 

1,530.50 

5,376.24 3,611.26 
$27,007.16 $125,242.86 


$ 67,846.18 








Photos and 


Photestats 


$4,948.22 $ 65,281.53 $154,385.05 $1,297,132.32 $172,727.37 $- 


Furniture 
and 
Fixtures Postage 
re AS Rea 
936.97 1,010.29 
‘173.87 
35.21 
1217 15.00 
Se 70,066.53 
59,109.99 81,306.78 
105.29 
aoe 
1,903.01 1,672.08 


Per Capita 
Taxes 


Employees’ 
Benefits Legal 
“eee $ 
PEER 19.97 
654,256.61 
43,228.99 


$654,256.61 $ 43,248.96 


137 


$151 





Maintenance 

Supplies and 
ral Expense Utilities 
so ate ge ee ae 
19.97 576.75 256.64 
Scher i es Bae Sas 
ao 137,509.27 28,843.58 
Dt tee 281.77 
28.99 cain. 
Rak 48.26 
one g711aso 6 
salen 7,795.94 2,186.32 


248.96 $151,661.01 $31,616.57 


and Sub- 

Printing scriptiqns 

Oye ake aD Siaeniisions 
181.00 53.19 
Pete a 82.00 
969485 


557,283.60 2,535.45 
6,720.55 62.40 
ae 
49,076.70 20,991.87 
9 | .. 
nee 1,568.66 
547.14 271.75 
375.95 641.64 
ee 6,920.40 
17,113.12, 
elk 963.06 
nd. se 
ee 210.72 
4,075.49 3,674.04 
$630,698.51 $40,319.94 


$270,090.32 $34,150.17 


1,540.55 
158,141.95 
5,093.85 
4,895.27 
3,655.11 


2,605.26 


$22,672.19 $ 136,530.35 $212,481.51 
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Analysis of Disbursements by Funds 


Six Months 
Ended 


RECREATIONAL FUND: June 30, 1956 
Salaries—Organizational  ......-.-...---..-2........... >» 17,257.10 
Salaries—Office Sei cindscaes secede Giictalegtee 6,937.08 
i ae Re ON 17,819.54 
Books, Pamphlets and Subscriptions.......... 52.38 
I ia eh cioninnis 11,311.73 
Instructors and Umpire Fees........................ 3,354.50 
I pei hcgeeciicaaah sateen origens tearrentteasnediprser tens 2,735.37 
SI nthe tance te tveomcdtancectol ped onetcedncdeubeecs 1,219.23 
nes <P anOs * o.8..2. CL 23,303.84 
Coren's Cena... abd. e ke 913.89 
Tournaments ................ dvdinta titi llsihsdiieilTe ci 10,166.82 
Ce NE as csiicnncisecilt hen stash bait tbatthe 89.96 
Retired Workers—Regions 1 and 14A.......... 32,197.21 
Prizes and Trophies ............. ssaiidiiitiataith lias 12,391.99 
I 600.00 
ID decease tanantehcebreleisteenxcennnrmeconeursionte 90.60 
MRE UEe EI PURE UP OB oon cao nen cc nceseneens 

ein lbh Re $ 140,440.64 


TOTAL DISBURSEMENTS—ALL FUNDS....$17,395,408.87 


Six Months 
Ended 
Dec. 31, 1956 
$ 17,377.10 

5,985.74 
17,947.55 

202.02 
8,915.97 
3,570.60 
3,648.67 
2,018.96 
18,065.89 
29,749.28 
1,919.00 
41.73 
26,583.89 
2,983.99 
614.86 
90.00 
30.90 


$ 139,746.15 





$11,126,016.29 
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Year 
Ended 
Dec. 31, 1956 
$ 34,634.20 

12,922.82 
35,767.09 

254.40 
20,227.70 
6,925.10 
6,384.04 
3,238.19 
41,369.73 
30,663.17 
12,085.82 
131.69 
58,781.10 
15,375.98 
1,214.86 
180.00 
30.90 


$ 280,186.79 
$28,521,425.16 
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MATERIAL ON SECRETARY BENSON SUPPLIED BY UAW 
(Material supplied by United Auto Workers.) 


PORTION OF ADDRESS, “MEN AND MACHINES,” BY SECRETARY OF AGRICULTURE Ezra 
Tart BENSON BEFORE FakM EQUIPMENT INSTITUTE, NEW ORLEANS, La., SEP- 
TEMBER 20, 1955 


“* * * Now I should like to talk to you very frankly about a major problem 
that concerns all of us directly. I refer to increases in farm-equipment prices 
at a time when oe income has been moving in the opposite direction. 

“As you know, price boosts of about 7 percent have already been announced 
by some companies for certain items of farm machinery. These increases are an 
outgrowth of the recent round of wage hikes in industry generally and the 
higher costs of steel and other materials that followed in the wake. 

“Unquestionably most manufacturers can make a strong case for the neces- 
sity of increasing farm-equipment prices in the light of sharply higher produc- 
tion costs. Dealers and distributors who already are operating on narrow mar- 
gins in a highly competitive field, cannot absorb a price increase of 5 or 10 
percent. 

“Gentlemen, I tell you in all honesty that most farmers will find it extremely 
difficult to take an increase in farm-machinery prices at this time. During the 
past 4%4 years they have squeezed between inflexible high operating costs and 
declining farm prices. Throughout this period a considerable part of the in- 
creased profits that have gone to industry and the higher wages that have gone 
to labor have been siphoned from the economic bloodstream of the Nation 
at the expense of agriculture. 

“This trend has been most apparent in some segments of the food industry. 
Constantly widening margins—forced by higher wage, transportation and han- 
dling costs—have prevented consumers from enjoying the savings which would 
otherwise have stemmed from increasing agricultural productivity and efficiency, 
and lower farm prices. The farmer has been denied the expanded markets 
which would have been his in a better-balanced economy. Most food prices 
have remained stable during recent years only because the farmer has paid 
virtually the entire added cost of moving agricultural products to the ultimate 
consumer. 

“T have always believed in good wages, good farm prices, and just profits. I 
also believe that the three go together—that whenever any one of these com- 
ponents get out of line, it adversely affects the others. There isn’t any ques- 
tion that farm prices today are out of line with profits and wages. 

“During the inflationary period which followed World War II and picked up 
additional impetus during the Korean war, wage increases were largely nulli- 
fied by higher living costs. Unprecedented demands for food and fiber kept farm 
prices advancing even more rapidly than agricultural equipment and production 
costs went up. 

“For the past 2 years, however, living costs have been stable. Inflation was 
halted with the end of the Korean war. 

“The industrywide wage increases of 1955 are clearly justified to the extent 
that they represent compensation for increased productivity. Some of these 
wage increases, however, clearly outdistanced any gains in labor productivity. 
These two items should be kept in reasonable balance. 

“Likewise, greater business profits are justified to the extent that they repre- 
sent increased operating efficiency. Increased business profits which come from 
taking advantage of the farmer’s weak bargaining position are totally without 
justification. 

“With prices of metals, machinery and many manufactured products on the 
rise, it is apparent that the costs of this latest round of wage increases and 
the markups which go with it are to be passed on to the general public. 

“In the case of agricultural equipment, there is this exception: the farmer 
can’t pass the price increase along to his customers. He faces the dismal choice 
of absorbing the boost by going into debt or buying less farm equipment. 

“If I were an equipment manufacturer, I would give serious thought, as I am 
sure you are, to the immediate consequences which would stem from a cut- 
back in purchases of farm machinery. If I were a worker in a farm-equip- 
ment plant, I would give some consideration to the economics of this situation, 
too. 

“Tt is not for me to say what labor or industry should do at this juncture. But 
as a spokesman for agriculture in the Federal Government, I will say that I 
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am deeply disturbed by any action which adds even 1 penny to the production 
costs of farmers at this time. 

“It seems to me that all of us who are interested in the welfare of farmers— 
and everyone should be—must feel deep concern over the difficulties confronting 


agriculture. At the same time, there is every reason to believe that the future 
of agriculture is bright * * *.” 


SEPTEMBER 23, 1955. 
Hon. Ezra Tart BENSON, 


Secretary of Agriculture, 
Washington, D.C. 


DEAR Mr. SEcRETARY: I have read your address to the Farm Equipment In- 
stitute at New Orleans on September 20. You stated that farmers will find 
it extremely difficult to take an increase in farm machinery prices at this time. 

We share your concern in this matter, especially in view of the steady de- 
cline in farm prices and the continuing contraction of farm incomes. 

We are greatly disturbed by the increase in steel prices which we know 
was not justified by the wage increase granted steel workers. 

We are equally disturbed by the already announced and anticipated increases 
in automobile prices which also are not justified by the wage gains won by 
automobile workers. 

We are further disturbed also by the announced increase in farm machinery 
prices because we know that no suck increase is justified by the wage increases 
won by workers in that industry. 

You expressed the opinion that most manufacturers can justify their price 
increases on the basis of wage increases. 

You are misinformed as to the facts. Moreover, in making a public state- 
ment of this kind without a basis in fact you run the risk of lending your 
office to the discredited, shopworn efforts of those misguided persons who too 
often in the past have sought to set farmers against workers, and workers 
against farmers. 

Surely you do not believe that a remedy for the present badly unbalanced 
condition, in which farm prices keep falling while wages and profits are rising, 
will be found by extending to the whole economy the difficulties which farmers 
are facing. The solution to the problem of decreasing income to American 
farmers will not be found in denying millions of city workers and their families 
higher living standards made possible by advancing technology. The answer 
must be found by providing American farmers full economic equity with other 
groups within the framework of a dynamic, expanding economy based upon full 
employment and full production. 

Our union has always endorsed firm Government price supports for farm 
products and other measures designed to assure economic justice and security 
of income to farm families. We know from experience that when farmers’ in- 
comes fall, the workers who build automobiles, trucks, and farm machinery are 
directly affected. We believe most farmers understand, also, that wage gains for 
city workers provide better markets for the sale of farm products. We know 
that neither farmers nor city workers can genuinely prosper unless they prosper 
together, for in truth they are each other’s best customers and their economic 
well-being is inseparably tied together. 

If you share, as I am sure you do, this believe in the close interdependence of 
farm and city welfare, I thirk you will want to join your efforts to ours in 
seeking to get the truth about these price increases for steel, autos, and farm 
equipment before the American people. 

On July 7, 1955, the UAW-CIO International Executive Board urged the 
United States Congress to investigate announced or contemplated price increases 
in the automobile and steel industries. We offered at that time to present evi- 
dence before the appropriate congressional investigating committee to show that 
such price increases were not justified on the basis of increased labor costs. I 
am enclosing a copy of the statement adopted by the international executive 
board at that time. 

I urge you to join with the UAW-CIO in pressing for congressional inquiry 
into wages, prices, and profits in the steel, automobile, and farm equipment in- 
dustries so that farmers and consumers generally may have all of the facts 
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placed before them, and, based upon the facts, fix both the economic and moral 
responsibility where it properly belongs for the higher prices that are being 
imposed upon the American consumers. American farmers and consumers gen- 
erally have a right to know the facts. A congressional investigation is the 
most effective way to insure that all of the facts will be made available to the 
public. We trust that you will join with us in securing a prompt congressional 
investigation so that the facts can be made available. 
May I hear from you? 
Sincerely yours, 


WALTER P. REUTHER, 
President, International Union, UAW. 


DEPARTMENT OF AGRICULTURE, 
Washington, October 4, 1955. 
Mr. WALTER P. REUTHER, 
President, International Union, UAW-C1O, 
Detroit, Mich. 

Deak Mk. REUTHER: We appreciate receiving your letter of September 23 in 
which you comment on Secretary Benson’s address before the Farm Equipment 
Institute at New Orleans on September 20. 

We are delighted to know that you share our concern regarding the decline 
in farm prices, the continuing rise in farmer’s costs of production, and the con 
sequent contraction of farm incomes. 

You infer in your letter that Secretary Benson’s statement at New Orleans 
that farmers were not in a position to take the recently announced 7 percent 
increase in farm machinery prices lent support to efforts on the part of some 
people to set farmers against workers and workers against farmers. Nothing 
is further from our intention. In his talk the Secretary made reference to the 
increase being an outgrowth of the recent round of wage hikes and the higher 
costs of steel and other materials. Later in the talk he mentioned the sharply 
higher production costs that equipment manufacturers faced generally. 

He went on to say “I have always believed in good wages, good farm prices 
and just profits. I also believe that the three go together—that whenever any 
one of these components gets out of line, it adversely affects the others.” 

Still later he pointed out, “The industrywide wage increases of 1955 are clearly 
justified to the extent that they represent compensation for increased productiv- 
ity.” And again later he stated, “Likewise, greater business profits are justified 
to the extent that they represent increased operating efficiency.”’ We therefore 
are in complete agreement with your statement that we must obtain for “millions 
of city workers and their families higher living standards made possible by ad 
vancing technology.” (Italic added.) We take the same position for American 
agriculture. 

On the other hand, whenever prices or wages or profits, as the case may be. 
outdistance advancing technology, the result is almost inevitably either inflation 
or distortion of relative incomes among major groups of our society. Neither 
is good for the long-time stability and development of our society. 

You may be assured that the programs we espouse in the Department of 
Agriculture are designed to insure for the American farmer an opportunity 
to participate fully in the expanding technology of American agriculture, in- 
dustry, and commerce; and to improve living standards in an atmosphere of rela- 
tive economic freedom and independence. There is much evidence that the 
current accumulation of some $8 billion worth of agricultural surplus commodi- 
ties in the hands of the Government is a very serious price depressing factor 
overhanging the entire agricultural economy. It is becoming increasingly clear 
to large numbers of agricultural students and leaders that we cannot continue 
the very program of price supports which has produced these unprecedented 
surpluses and has gone parallel with the deterioration in income we have 
experienced. 

Our desire is to pursue an agricultural program that will guarantee an op 
portunity for the American farmer to share adequately in the general prosperity 
America is experiencing. This will, in the long run, assure a growing market 
among farmers for many of the products your workers produce. 

Sincerely yours, - 
Ear. L. Butz, Assistant Secretary. 
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{From the Congressional Record—February 18, 1957] 


PORTION OF SPEECH BY SECRETARY OF AGRICULTURE Ezra Tarr BENSON 
BEFORE THE SPOKANE FarRM ForuM, FEBRUARY 11, 1957 


“* * * Of course, agriculture is not out of the woods. As we all know, our 
farm people are feeling the pressure of a price-cost squeeze. Much of this 
squeeze comes from rising costs. Ten years ago—in 1947—net farm income was 
at an all-time high. Four-fifths of the drop in net farm income since 1947 has 
come from increased production expenses. Only one-fifth of the decline has 
resulted from lower gross farm income. 

“Farm people have a saying which expresses their view eloquently. ‘Collective 
bargaining,’ they say, ‘means that labor and industry bargain together and then 
collect from us.’ 

“There is much truth in this saying, and I think that everyone in the country 
is concerned, not just farmers. When there is, as now, strong demand for in- 
dustrial products and a tight labor market, soft settlements of wage disputes 
are all too frequently made, with wage increases outrunning gains in produc- 
tivity. These increased costs are passed forward to consumers in the form of 
higher prices and backward to producers of many raw materials, especially 
farm products, in the form of lower returns. 

“The adverse effects of soft wage settlements hit farmers harder than any 
other group, because farmers lack bargaining power. Furthermore, farmers get 
hit twice, once when they buy and once when they sell. 

“But all consumers feel the pressure of rising prices. The threat to overall 
economic stability is the greatest danger of all. Inflation is nobody’s friend. 

“All groups, including labor and industry, should so conduct themselves as to 
check the development of a condition contrary to the national welfare. Expe- 
rience indicates that if needful restraints are not exercised voluntarily, there is 
a resort to stronger measures—measures contrary to the goals of a free 
society * * *.” 

FEBRUARY 15, 1957. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, Washington, D.C.: 


Reports on your Spokane speech attacking American working people have just 
been brought to my attention. Your statements represent an appallingly irre- 
sponsible attempt to sow dangerous dissention and disunity among the American 
people. It is particularly shocking coming from a member of the Cabinet at a 
time when the Nation must close ranks in the face of the threat to world peace. 
In my opinion it is a betrayal of your trust as a public servant. 

The dangerous irresponsibility of your charges is compounded by distortion of 
the facts when you speak of reasons for the decline in farm income. Data pub- 
lished by your own Department reveal that, when account is taken, as it must be 
in any valid analysis of the increased volume of farm production, your figures 
are reversed. Contrary to your charges that four-fifths of the drop in net farm 
income since 1947 came from the climbing prices of goods farmers must buy and 
only one-fifth from lower prices of farm products, just the opposite is true. The 
facts are that more than two-thirds of the decline in net farm income, most of 
which took place during your tenure of office, was due to lower prices that 
farmers receive for their products, and only one-third to rising farm costs. 

Your distorted arithmetic is an obvious attempt to hide your own dismal 
failure to protect the best interests of American farm families and to assure 
them of their equity as producers in the American economy. 

Your charge that wage increases are to blame for the farmers’ difficulties is 
made without benefit of facts to support it. When you made a similar charge 
in New Orleans in September 1955, we asked you at that time to support our 
efforts to obtain an objective congressional investigation of all pertinent facts 
concerning wage-price-profit relationships. You did not even trouble to reply. 
Your Assistant Secretary, who answered on your behalf, completely ignored our 
request that you support such an investigation. 

We have repeated this proposal to President Eisenhower, to other members 
of the present administration and to Congress itself. It has been supported 
by nonlabor, nonmanagement individuals of national stature who have no axes 
to grind but who are interested only in the welfare of all consumers, farmers, 
industrial workers, white collar, and professional workers. 
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Yet you and the administration of which you are a part have evaded your re- 
sponsibility by refusing to face up to the issue. Instead, you make false and 
unsupported charges without offering any evidence except distorted statistics 
which are belied by data published by your own department. 

We of labor are not afraid to face the facts. We are confident that an investi- 
gation would support our case. But whatever the outcome of such an investi- 
gation, we are willing and eager that all the cards be put on the table and that 
the facts be subject to the merciless glare of publicity so that the public may 
examine the facts and decide for themselves. 

It is obvious that neither you nor the big corporations guilty of price-gouging 
share this confidence in your own case nor this willingness and eagerness that 
we have to present the full and naked facts to the people of the country. In 
refusing to face this test and in continuing to press your efforts to divide the 
American people and create dissension among them, you are not measuring up 
to the standards which should be required of a Cabinet officer and you are not 
adequately or fairly representing the American farmers whose interests it is 
your duty to protect. 

As we suggested in our earlier communication, your continued harassment of 
American labor and the name-calling which you have directed against American 
labor unions has not and will not relieve the problems which American farmers 
and other consumers are facing today. I reiterate, urgently, our proposal that 
you join with us and other interested groups in seeking a congressional investi- 
gation into the wage-price-profit relationship. I believe you owe American 
labor, American farmers, and the rest of the American people a definite, un- 
equivocal answer to this suggestion. 

WALTER P. REUTHER, 
President, International Union, UAW. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 


Washington, February 27, 1957. 
Mr. WALTER P. REUTHER, 


President, International Union, UAW, 
Detroit, Mich. 


Deak Mr. ReEvuTHER: Your recent telegram regarding my Spokane speech has 
been received. I have repeatedly spoken out against unwarranted increases 
in prices of articles farmers buy, regardless of where responsibility for such in- 
creases may lie. I shall continue to do so. 

My arithmetic was correct. From 1947 to 1955, realized net income of farm 
operators fell $5,851 million. Realized gross farm income fell $1,083 million. 
Production expenses rose $4,768 million during this period, accounting for more 
than four-fifths of the total decline in realized net income. 

If the Congress should see fit to launch an investigation into wage-price-profit 
relationships, this would be welcome. This is a matter for the Congress to 
decide. 

Sincerely yours, 
E. T. BENSON, Secretary. 


JUNE 20, 1957. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, Washington, D.C. 


Dear Mr. SECRETARY: On February 27, 1957, you replied to a wire I sent you 
on February 15, 1957, in which I charged that more than two-thirds of the decline 
in net farm income, most of which took place during your tenure in office, was 
due to lower prices that farmers received for their products, and only one-third 
to rising farm costs. Your letter claimed that your arithmetic was correct. 

A very serious illness in the family of the member of our union staff who had 
made the calculations upon which my wire was based has prevented me, until 
now, from checking into the arithmetic involved. 

I am writing now for two purposes. The first is to establish on the record the 
validity of our original claim. The second is to call upon you to publicly correct 
the impression you have created, on the basis of improper arithmetic, that rising 
wages rather than falling prices are responsible for the farmer’s plight. This 
impression, as I indicated earlier, is dangerous and divisive in the disunity it 
tends to create between farmers and workers. 
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As I pointed out in my telegram of February 15, 1957, the figures you used do 
not take into account the increase in farm output from 1947 to 1955. Had you 
included proper allowance for that fact in your computations, your results would 
have been quite different. 

The figures in the attached memorandum, all drawn from publications of your 
Department, prove the accuracy of my point that by far the major part of the 
decline in farm income between 1947 and 1955 was due to price declines for the 
products that farmers sell rather than to price increases that enter into farm 
costs. 

This memorandum indicates that had prices received by farmers remained at 
the 1947 level, farm income would have been about $1.9 billion higher than in 
1947 rather than $5.9 billion lower. It shows further that the gap of $7.8 billion, 
between what the farmers would have realized in 1955 had 1947 prices been 
maintained, and the $11.8 billion which they actually realized in 1955, was ac- 
counted for to the extent of $5.6 billion by price decreases and to the extent of 
only $2.2 billion by increases in production expenses. In other words, 72 cents 
out of every dollar of decline in net farm income is due to the drop in farm 
prices and only 28 cents to the increase in production expenses. I stated the 
situation conservatively in my wire when I attributed only about two-thirds of 
the decline in farm income to lower prices received by farmers. 

The reductions in income attributable to lower farm product prices and higher 
production costs were offset in part (to the extent of $1.7 billion) by an increase 
in the physical volume of farm marketings and to a smaller degree ($0.3 billion) 
by an increase in the rental value of farm homes. The foregoing figures (taken 
together with a decline of $0.1 billion in Government payments) balance out to 
$5.9 billion, which is equal to the decline in net farm income for the period shown 
in the published statistics of your Department. They reveal clearly that you are 
able to make your charge that the increase in production expenses accounted for 
more than four-fifths of the total decline in realized net income only by ignoring 
the fact that the effects of declining farm prices had been largely offset by in- 
creases in the volume of farm output. In fact, one of the effects of the decline 
in farm prices has been to call forth the increase in output which you now 
use to obscure the consequences of your policies. 

This is well stated by Senator Douglas in the 1957 Joint Economic Report in 
which he says: 

“* * * The administration’s farm policies apparently operate on the theory 
that lower prices will bring less production and therefore produce fewer sur- 
pluses. The facts seem to be in the opposite direction. In a number of prod- 
ucts—corn, hogs, beef cattle, and whole milk,to name a few—production has in- 
creased as prices have declined or as support prices have been ‘flexed’ downward. 

“* * * When this has happened, the logic has been even more vigorously ap- 
plied so that a cycle has been set up in which price supports are lowered, pro- 
duction increases, surpluses expand, prices are lowered again, production in- 
creases, and surpluses expand. This is continued even though the individual 
farmer grows more at lower prices in an attempt to sustain his gross receipts- 

Similarly, as every farmer knows, the increase in output had the effect of 
raising the cost figures you cite beyond the amount directly attributable to the 
increase in prices paid by farmers. Bigger crops require more fertilizer, feed 
and equipment than smaller crops. 

I charged in my telegram that most of the decline in farm prices took place 
during your tenure of office. To avoid any dispute about the facts behind this 
charge, permit me to point out that your Department’s index of prices received 
by farmers showed an increase of 9.4 percent between 1947 and 1951; that it 
lost part of this gain, declining by 4.6 percent, from 1951 to 1952, the year before 
you took office; and that during the remainder of the period in question, from 
1952 to 1955, it declined by 18.1 percent. 

We would not want to be guilty of answering unfounded charges with equally 
unfounded allegations because we do not believe that two wrongs make a right. 
Accordingly, we would appreciate it if you would call to our attention anything 
in the foregoing analysis (other than purely technical refinements which would 
not alter the basic picture) which you may consider to be incorrect. 

If you are unable to find anything basically invalid in this analysis, it seems 
to us that you are dutybound as a public servant entrusted with responsibility 
for the interests of the American people as a whole to make a public retraction of 
the inaccurate figures presented in your Spokane speech. 


Sine yours, » 
incerely your Wa ter P. REUTHER, 


President, International Union, UAW. 
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[UAW Memorandum, June 20, 1957] 


ANALYSIS OF Mr. BENSON’S FIGURES ON EFFECTS OF FARM PRICES AND PRODUCTION 
Costs OF FarM INCOME 


According to Mr. Benson’s figures, changes from 1947 to 1955 were as follows: 


{In millions) 




















| Gross farm | Production Net farm 
| income expense | income 
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Percent of total change in net farm income...-.-_-_._-..-- nail 18, 5 | 
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But the volume of farm products marketed and consumed on farms in 1955 
was about one-sixth greater than in 1947. Taking this into account, changes in 
gross income and production costs per unit can be calculated which reveal the 
following situation : 

Reduced gross income per unit (based on the 15.2 percent decline in the De- 
partment of Agriculture’s index of prices received by farmers) accounted for 
a drop in net income of $5,562 million. 

Increased production expenses per unit (based on the 11.2 percent increase in 
the Department of Agriculture’s index of prices paid by farmers for com- 
modities used in production) accounted for a drop in net income of $2,176 million. 

And the increase in volume accounted for a rise in net income of $1,663 million.’ 

Thus the aggregate change in net income resulting from decreased prices, in- 
creased production expenses and higher volume is $6,075 million ($5,562 million, 
plus $2,176 million, minus $1,663 million). Adjusting this figure for an increase 
of $309 million in the gross rental value of farm dwellings and a decrease of $85 
million in Government payments, we arrive at the total decline of $5,851 million 
shown by Mr. Benson’s figures (6,075 million, plus $85 million, minus $309 
million). 

If each of the above factors is computed as a percentage of the decline in net 
income ($5,851 million) the contribution of each to the total change in net income 
appears as follows (a minus sign denotes a factor decreasing income, a plus sign 
denotes a factor increasing income) : 


Percent 

ne ie aR ep tae BR A al I a a A A a 95. 1 
re eee ee ee hoc ste pee mane n ccc nabaweaceoe 37.2 
een ee ee eee ee nde ah wenger oeenee a 28. 4 
en ee eee 5.3 
Decreased Government payments____---_-_---- ee ent ere ei a 1.5 
eee CSG eee ee ewww e ee ee Ee erie ao 


These figures show that the decline in net income due to lower prices is ac- 
tually equal to 95 percent of the total decline in net income. 

However, if we ignore the other factors and confine the calculation to the 
$7,738 million decrease in net income resulting from lower prices ($5,562 million) 
and higher costs ($2,176 million) it becomes clear that 72 percent was due to 
lower prices and 28 percent to increased costs. 

The above calculations are subject to a number of technical refinements, but 


such refinements could have no significant effect relevant to the main point at 
issue. 


1 Includes value of farm products consumed directly in farm households as well as cash 
marketing receipts. 
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{From Daily Labor Report, December 5, 1957] 


PorTION OF SPEECH BY SECRETARY OF AGRICULTURE Ezra Tarr BENSON BEFORE 
THE ALL-AGRICULTURE BANQUET AT IOWA STATE COLLEGE, AMES, IOWA, 
DECEMBER 5, 1957. 


“* * * In the course of remarks on farm problems and how to meet them, 
Benson came to the matter of higher prices for the things farmers buy, mention- 
ing recent increases in the cost of farm machinery, cement, and motor vehicles, 
specifically. Then he said: 

“*Why must the competitive strength of labor and management forces always 
be resolved in higher prices? Why should higher and higher costs rob farmers— 
tuke out of farmers’ pockets? It does not have to be so. 

“*Tuesday’s newspapers carried a demand for a moratorium on demands for 
wage increases during 1958—by the president of the AFL-CIO building and con- 
struction trades department. 

“Tt makes sense. 

“It is sound economic policy in this period of inflation. 

“‘T have always believed in good wages, good farm prices, and just profits. 
I also believe that the three go together—that whenever any one of these compo- 
nents get out of line, it adversely affects the others. There is no question that 
farm prices today are out of line with profits and wages.’ ”’ 


BREECH ReJects UAW “FISHHOOKS” 


SOLID FRONT IS HINTED IN BARGAINING 
[From the Detroit Times, January 24, 1958] 


NASHVILLE, TENN., January 24—The most complete denunciation of the UAW’s 
1958 contract proposals and UAW Boss Walter P. Reuther yet to come from the 
automobile industry was delivered here last night by Ernest R. Breech, Ford 
Motor Co. board chairman. 

The vigor of the Breech attack brought immediate speculation that the auto- 
mobile manufacturers will maintain a solid front against acceptance of any of 
the Reuther demands * * * even, perhaps, in a compromise form. 

The UAW proposal for a share-the-profits plan was labeled as “fanciful and 
full of fishhooks” and Breech asked his chamber of commerce audience: 

“How long do you imagine it would be (if the plan were accepted) before we 
would wind up with a one-company industry?” 

The second part of the union’s program, which includes higher wages, enlarged 
pensions, improved supplemental unemployment benefits, and other fringe im- 
provements, was likewise included in this sweeping attack. 

“He (Reuther) understandably refrains from putting a price tag on these 
increases. But their magnitude, even in boom times, would be tremendous.” 

Turning to Reuther himself, Breech pictured the UAW boss as a man caught 
in “the tremendous pressures upon a union leader seeking to maintain and in- 
crease his position of power,” forced to defend himself against the natural drives 
of rivals to supplant and surpass him. 

This situation in the heirarchy of union leadership, Breech said, is a major 
threat to our national well-being. 

“We must consider the fact that each of his (Reuther’s) superficially attractive 
proposals is being advanced by a man who finds himself occupying an extraor- 
dinary powerful position in American life— a union leader with monopolistic 
power who apparently feels he must always be out to get everything he pos- 
sibly can. 

“He apparently operates on the basis that what he thinks is good for the UAW 
is automatically good for everybody else.” 

Seldom, if ever, has a Big Three company, prior to the opening of contract 
bargaining, so completely vetoed a UAW contract proposal, but Breech even went 
a step further—by implication, at least—in defying the UAW to punish such 
frank talk by management. 
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“As a matter of fact, it will be interesting to see if some key Ford plants are 
met pulled down in the near future because of my speech here tonight,” he said 
adding: 

‘I have chosen to take this course tonight despite that possibility, because of 
the overwhelming importance of this issue not only to the Ford Motor Co. but to 
the Nation as a whole.” 

Enlarging on his attack on the profit-sharing plan, Breech pointed out that re- 
turning of one-fourth of a company’s profit to the purchaser presumably would 
give the consumer a wonderful break, but that it actually posed the threat of a 
one-company industry. 

“* * * Tt would become immediately logical for everyone to buy the product— 
automobile, if you will—of the manufacturer with the highest profit perform- 
ance,” he said “(because) the higher the profit per unit, the bigger would be 
the customer’s bonus,” 

Another flaw in the proposal, he said, is that it would invite increasing de- 
mands for union veto power over management decisions because they would be 
viewed by the union as affecting profits. 

Breech declared that Reuther has sighted his guns “on his traditional whip- 
ping boy, the profits of industry,” but, Breech said, there has been in recent years 
a steady squeeze on corporate profits and constantly increasing prices for goods 
and services. 

Charging that virtually all of the economic gains of industry are being swal- 
lowed by the industrial unions, Breech cited these financial statistics: 

“In 1948, corporate profits after taxes were $17.3 billion; in 1956, they were 
$16.7 billion—down $600 million. Over the same period income taxes paid by 
corporations rose from $12.5 billion to $22 billion, an increase of $9.5 billion. 
Compensation to employees of corporations rose from $90 billion to $150 billion, 
an increase of $60 billion. 

“In other words, of the nearly $70 billion increase in income available to stock- 
holders, employees, and the government, the employees received almost 90 percent 
of the total and the Government got what was left.” 


{From the Detroit Times, January 24, 1958] 
BREECH TEES OFF ON REUTHER PLAN—"It1’s FULL or FISHHOOKS” 


The following is a condensation of the text of an address by Ernest R. Breech, 
Ford Motor Co. board chairman, before the annual meeting of the Nashville 
(Tenn.) Chamber of Commerce at Vanderbilt University last night: 

Having considered all the economic advantages and disadvantages of locating 
a plant, management has to take into consideration the political climate of a 
State. 

Is it one that is friendly toward business and our free enterprise system or 
is it one which is always looking for some way in which to soak the businesses 
located in the State? 

There are some States where this later condition unfortunately is true. I 
hope that the present favorable climate toward business in your State continues. 

(These remarks refer to the decision by the Ford Motor Co. to locate its new 
glass plant at Nashville, which Breech described as “the logical place to locate 
this plant.” ) 

I want to talk to you for just a moment about this matter, because I feel there 
is one economic problem of exceptional urgency before us all. 

That problem is wage inflation—a kind of inflation that threatens us not only 
with severe distortions of the economy—with increasing business failure and 
unemployment—but also with a direct assault on the very foundations of our 
whole economic system. 

What has happened is a matter of simple record. In recent years, giant 
labor unions, with unprecedented monopoly power, have pushed through larger 
and larger wage and so-called fringe benefit packages to a point where increased 
wage costs far outstrip the increase in productivity. 


STEADY SQUEEZE ON CORPORATE PROFITS 


And, parenthetically, when those “fringes” amount to some 20 percent of 
the total wage package, they can hardly be regarded as mere trimmings or 
decorations—no surrey ever carried a fringe on top like that. 
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The result has been a steady squeeze on corporate profits and constantly 
increasing prices for goods and services. A point has been reached, in fact, 
where virtually all of our economic gains are being swallowed by a very favored 
and relatively small segment of our population—the powerful industrial unions. 

If anyone doubts that fact, he ought to take a good look at what has been 
happening to pay and profits in corporate business over the last few years. 

In 1948, corporate profits after taxes were $17.3 billion; in 1956, they were 
$16.7 billion—down $600 million. Over the same period, income taxes paid by 
corporations rose from $12 billion to $22 billion, an increase of $9%4 billion. 
Compensation to employees of corporations rose from $90 billion to $150 billion, 
an increase of $60 billion. 

In other words, of the nearly $70 billion increase in income available to stock- 
holders, employees, and the Government, the employees received almost 90 per- 
cent of the total and the Government got what was left. 

At the same time that the employees were getting 90 percent of this total 
gain in corporate payments, corporations were spending, over the period, some 
$230 billion on plant and equipment. This was offset partially by $98 billion 
in depreciation allowances, but there was still a net increase of $132 billion in 
capital investment. 

Clearly, the stockholders and others who put this money at risk were en- 
titled to a fair return on the added investment, because it was their money that 
was used for this investment. As a group, they got no return on it. 

When we are confronted by the consistent effort of one economic group to 
force the economy to yield greater wage increases than are justified by our gains 
in productivity, somebody else has to pay the added costs. That somebody is 
you and you and you—the average consumer. 

Sooner or later, as wage costs pyramid, something has to give. Prices are 
pushed up until consumers rebel and stop buying, or profits dry up and business 
firms begin to go broke. In either case, those illusory wage gains can lead to 
real stagnation and unemployment. 

Now as we prepare for negotiation of a new labor contract this spring, we 
again meet with a series of sensational public demands by the head of the UAW, 
Mr. Walter Reuther, who once more seeks to sway public opinion in his favor. 

We must consider the fact that each of his superficially attractive proposals 
is being advanced by a man who finds himself occupying an extaordinary power- 
ful position in American life—a union leader with monopolistic power who appar- 
ently feels he must always be out to get everything he possibly can. 


WHAT’S GOOD FOR THE UAW 


He apparently operates on the basis that what he thinks is good for the UAW 
is automatically good for everybody else. He professes to be representative 
of the public interest as a whole and to be equally zealous to safeguard the inter- 
ests of all elements of society. 

In truth, a large part of his gains have been at the actual expense of other 
groups in the economy—employees of small business, farmers, teachers, preach- 
ers, civil servants, pensioners, and others on relatively fixed incomes. 

His announced goal for 1958 is a two-part package. 

Part 1, labeled “Basic Economic Demands,” is a 21-page listing of recommenda- 
tions for higher annual wage increases based on an inflated so-called annual 
improvement factor, higher automatic cost-of-living increases, enlarged pensions, 
extra payments for short workweeks, a revision upward of the present supple- 
mental employment benefit plan and other benefits. 

He understandably refrains from putting a price tag on these increases. But 
their magnitude, even in boom times, would be tremendous. 

The second portion of what Mr. Reuther terms his “two-package approach” 
outlines a so-called share-the-profits plan under which he seeks the power not 
only to bargain for his union members but, also, to negotiate dividends for stock- 
holders, compensation for management, and prices for customers. 

Now as a propaganda device, the Reuther proposal is a natural, because it 
appears to offer almost everybody something for nothing. But as a working 
proposition, it is fanciful and full of fishhooks. 
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“WONDERFUL BREAK” FOR THE CONSUMER 


Take only one part of this remarkable proposal: a suggestion that one quarter 
of a company’s annual profits, after certain other provisions are made, should be 
returned to the purchaser of its products thus presumably giving the consumer a 
wonderful break. 

One fishhook here is that it would become immediately logical for everyone to 
buy the product—automobile if you will—of the manufacturer with the highest 
profit performance. The higher the profit per unit, the bigger would be the 
customer’s bonus. How long do you imagine it would be before we would wind up 
with a one-company industry? 

Another central and fatal flaw in this proposal is that it would invite in- 
creasing demands for union veto power over day-to-day management decisions. 
Budgets for advertising, research and engineering, new-model tooling; capital 
expansion plans; make-or-buy decisions—all would be viewed by the union as 
affecting profits. 

Naturally they do not propose a loss-sharing plan. The union would have no 
responsibility for or role in increasing profits. Yet, you can be sure, it would 
questions all actions of management as tending to limit the hourly employee's 
share of profits. We have enough trouble, as it is, in our dealings with the union 
in our manufacturing operations alone. 

If time permitted, there are many other fishhooks that I could describe. 

I think perhaps we can understand more about this proposal by considering 
for a moment its author and the position in which he finds himself today. 

I know Walter Reuther personally. I was associated with him for several 
months ona study committee for the United States Senate, and I have had many 
other occasions to talk with him at some length. Although our economic and 
political views are apparently widely divergent, he gives the impression that he 
respects my viewpoint, and I certainly try to understand his. 


PAY AND PROFITS 


ompensation 
To Employees 


Corporate Profits — Income Tax 
After Taxes Paid By 
Corporation 


IN BILLIONS 
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Compensation 
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IN BILLIONS 


Corporate Profits 
After Taxes 





FREE INDUSTRY BEING THREATENED 


I had dared to hope that, confronted with an economic downturn, with low- 
ered sales and employment and with a serious international problem calling for 
increased diversion of our resources to defense needs, he would reveal himself 
as a true labor statesman. 

I had hoped that he would realistically avoid complicating the already serious 
problems facing our country. today by maintaining the status quo in the new 
automobile contracts which are to be negotiated in late spring; or at least not 
taking so extreme a position as seriously to threaten a wave of industrial 
discord. 

Make no mistake about this: industry cannot submit to further excessive 
demands or sit back and passively watch the unbridled growth of union power. 
Free industry begins to see its very existence threatened by that power, and it 
will have no choice but to fight as effective a defense as it can. 

My own misguided hopes about Mr. Reuther perhaps reflected the fact that 
L listened too much to what he said and did not give enough weight to the 
practical circumstances in which he finds himself. 

The fact is that Mr. Reuther is a man with a serious problem. 

I don’t think most of us can appreciate fully the tremendous pressures upon 
a union leader seeking to maintain and increase his position of power. 

He must constantly defend himself against the natural drives of ambitious 
and power-hungry rivals to supplant and surpass him. 

He must constantly try to achieve for his followers greater gains than his 
rivals. 

This goes on throughout the hierarchy of union leadership, and in the con- 
tending of rival union leaders to deliver more than the next fellow—without 


regard to economic consequences—we have today a major threat to our national 
well-being. 
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CONDITIONS KIND TO REUTHERS 


For many years now, time and economic conditions have been kind to the 
Reuthers of this country. They have been able to establish positions of great 
prominence and of real power almost without parallel in American life. 

Unfortunately for them, they are today working against the economic tide. 
Yet in the inexorable law of union politics, the ante must be raised and reraised. 

What would you do if.you were in Mr. Reuther’s position? Suppose you could 
not back away from past assurances to your union members of a knock-down, 
drag-out fight for the “biggest wave increase in the history of the union” and for 
other sensational goals. 

Suppose, as you prepared to launch these demands, you looked into a period 
of rising living costs, shrinking profits, decreased sales, growing unemployment, 
and other economic difficulties caused largely by past wave inflation. 

Suppose you were uncomfortably aware of your own role, in stimulating that 
inflation and also of a mounting public annoyance and resistance against further 
wage inflation. What would you do if you were forced into such a box? 

Well, Mr. Reuther is a fighter, and his answer is to come out slugging for 
all he is worth. If he can pin the blame for all our troubles on what he calls 
“The greed and gluttony of industry for profits,” if—aided by his political 
allies—he can blame what he calls “administered prices” on industry, he will 
have a scapegoat. 

If, moreover, he can convince people that his huge demands will be exacted 
not out of the shrinking profits of 1958, but out of the larger profits arising from 
the unusually high business volume of prior years—you notice that’s what he 
always talks about—then he can hope to enlist some sympathy for his demands. 

This is the strategy we are witnessing today. Typically, he has sighted his 
guns on his traditional whipping boy, the profits of industry. His argument is 
a standard appeal to class warfare. 

He holds up profits as something intrinsically suspect, and presumes to sit in 
judgment on the morality of industry in pursuing them. He makes the general 
accusation that management is constantly engaged in actions that are, and I 
quote, “socially indefensible, economically unsound, and morally wrong.” 

To my mind, blaming a company for making good profits—for being an efficient 
producer, in other words—is like blaming a cow for giving too much milk. 

Let’s examine this question of whether or not profits are socially defensible. 
What better single test is there of the social value of a corporation than its 
profit ability? 

Which does the better job for society: 

The enterprise that consistently returns good profits, ploughs back earnings 
to expand its markets and provides growing, stable employment opportunities? 

Or the low-profit enterprise that cannot attract funds for capital investment, 
that provides erratic employment at substandard wages? Is it more virtuous 
because it is less profitable? 


IT TAKES PROFITS TO PROVIDE JOBS 


Look at the history of automobilemaking in this country. Of the more than 
1,500 manufacturers of cars and trucks who entered this industry with high 
expectations, only a handful remain today. As many as 2,500 individual makes 
of automobiles and trucks have gone down the long road to oblivion. They are 
gone because they could not make enough profits to stay in business. 

It takes profits to provide jobs. 

More than that, it takes the higher profits created by capable management to 
pay the higher wages that certain industries, such as the automobile industry, 
have been able to pay their employees. 

Without the good profits that a capable management has earned, Ford Motor 
Co. could not possibly pay its employees a rate 25 percent higher than the 
average for industrial employees. 

It is a matter of pride to us that we were able in 1957 to pay our average 
hourly worker some $6,400 in wages and other benefits such as pensions, hos- 
pitalization payments and so on. 

Years ago, true liberals sided with working people against the indifference to 
human needs, and the social irresponsibility of oldtime owners of industry. 
Public opinion brought about a correction of those abuses. Today those same 
forces cannot help but see in growing union monopoly power a new threat to our 
most cherished freedoms. 
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UNION-BUSTING NOT WANTED 


Recognizing that threat, labor’s thoughtful friends will act to protect and 
perpetuate the good things that organized labor had done for the people of this 
country. 

There is an enormous job of economic and political education to be done. Un- 
fortunately, any action aimed at restricting union power will be branded 
by some as reactionary and hostile to the interests of working people. 

But what is wanted is not union busting and a general assault on all union 
leaders. The objective must be clearly limited to curbing the abuses that 
threaten our prosperity and our free economy. 

You may ask, why don’t the leaders of industry speak out plainly on this mat- 
ter, as I have done here tonight, I answer simply that it is because of the power 
of union leaders to punish severely any such frank talk by management, 

They do this by closing down key plants through intermittent strikes at- 
tributed to grievances that normally would not cause a strike. 

As a matter of fact, it will be interesting to see if some key Ford plants are 
not pulled down in the near future because of my speech here tonight. I have 
chosen to take this course tonight despite that possibility, because of the over- 
whelming importance of this issue not only to Ford Motor Co. but to the Nation 
as a whole. 


{From Wall Street Journal, Monday, October 22, 1956] 
PRICES OF 1957 Forp Cars ApJUsSTED To BRING THEM NEARER TO CHEVY’S 


(By a Wall Street Journal staff reporter) 


DetroIt.—Ford Motor Co. cut its 3-week-old suggested list prices on 5 1957 
models of Ford cars, but boosted them on 13 others. The result is a price scale 
practically the same as General Motors Corp. has on its 1957 Chevrolets. 

Ford issued a statement claiming the new list “gives Ford the lowest priced 
car and station wagon in its field.” A comparison of the new prices on comparable 
body styles shows Ford is $1 below Chevvy on 6, and $10 and $11 lower on 2 
others. On 3 others, Ford is $1 higher. On the 1956 line, Ford prices ran $15 to 
$77 above Chevrolet. 

The other member of the lower priced three—Plymouth division of Chrysler 
Corp.—has not yet indicated its 1957 model prices. Company officials, however. 
have not concealed their satisfaction over the schedules announced by Ford and 
Chevvy. They believe they offer Plymouth an opportunity to close part of the 
price gap between Plymouth and its competitors in earlier years. 

On September 29 Ford had announced its “suggested list prices” for 1957 models. 
All prices were boosted over the 1956 lines, with the increases ranging from $1 
to $104. The largest boosts were at the lower priced end of the line. Last week 
Chevrolet disclosed its new model proces, with boosts generally higher than those 
of Ford. 

In some cases, the Chevvy prices were considerably above those already an- 
nounced by Ford and in others the G. M. division’s edge has been reduced to tbe 
point where Ford could easily reach it. 

Ford has now countered by cutting the prices of five of its models and has 
balanced this by raising prices still further where the Chevrolet price list per- 
mitted it to do so. 

The lowest priced Ford, the 6-cylinder, 2-door business model, now will sell for 
a “suggested” $1,679. This is $6 less than the previously announced price, which 
had been boosted $90 over 1956 levels. It is also $1 under the price of Chevrolet's 
“150” utility model. 

Ford’s Customline 4-door sedan is now listed at $1,830, down $6 from the earlier 
price and $1 under Chevrolet’s 150 model. It had been boosted $104 from 1956. 
The 2-door sedan in the same series, which had been increased $98, has now been 
cut $5 and sells for $1,783—same price as the comparable Chevrolet. 

Price of the Ford convertible, raised $98 in the first price list, has now been 
reduced by $41 to the same price of its $2,261 Chevrolet counterpart. And the 
lowest priced Ford station wagon has had $6 of the earlier $76 boost rescinded and 
how sells at $2,071—$1 less than the equivalent Chevvy. 

Other station wagons have been further increased in price, the boosts ranging 
from $24 to $30, but their prices are still within $1 of the Chevrolet price. 
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The same is true of the Fairlane series, which Ford regards as its answer to 
Chevrolet’s Bel-Air series. The new Fairlane prices now include as standard 
equipment an electric clock, wheel covers, and side trim which had formerly 
been extra-cost optional items. The company estimated the cost of this equip- 
ment at $41. 

Prices of the Fairlane 500 series, introduced for the first time in the 1957 models, 
remain $42 to $45 above those of the Bel-Air line. 

General Motors officials had no comment as to whether or not they will adjust 
their prices as a result of the Ford action. Privately, however, some tndustry 
officials indicate they regard a $1 price advantage as something less than a potent 
sales weapon. 

“Maybe they can use it as a promotional gimmick,” one said, “but I can’t 
imagine that $1 will swing a deal on the purchase of a $2,000 automobile.” 

New price list excluding taxes, shipping and dealer preparations charges an- 
nounced by Ford, with previous announced suggested list prices and comparison 
with prices announced by Chevrolet for comparable models: 


7 





| Previous Compari- 
Model price New price | son with 
Chevrolet 
Customline: 
et ee eee S. : $1, 685 $1, 679 —$1 
EE LEN Lnp UU Retire bhusuetes boc caceccuediscosst 1, 788 1, 783 Same 
oo SS ey ee ee ee eee ee 1, 836 1, 830 -1 
Custom 300: 
a bleu enianitienenseew wai’ tts +e 1, 861 1, 890 —10 
PONE haw cdk vn date cee eR i Dh ek Seti. tec. 1, 909 1, 937 —ll 
Station wagons: 
IE I erties hE oinntectnintnsion « te innn shana enas <4 Lo tape 2,077 2, 071 1 
a. nn pwmeecorereenta ria 2, 137 2, 161 +1 
6-passenger Country Sedan... .......................-.-.-..- 2, 181 2, 211 +1 
Fairlane: 
lah Bell. etme top «nipndsansde <o chase 1, 998 2,010 
6-passenger Country Sedan_._.....___..___- ede 2, 181 2, 211 +1 
9-passenger Country Sedan__._.............._...... 2, 280 2, 309 ~1 
Fairlane: 
Tudor sedan.---..- Retin emeth aiatth tu on ar aoe i 1, 998 2,010 =) 
Fordor sedan. - --- a : 2, 047 | 2, 057 +1 
SECRET eer tt eee eee 7 2, 052 2, 063 —1 
Fordor hardtop. -.-...........--..--- Foye hz 2, 113 2, 124 —1 
Fairlane 500: Sunliner convertible _ - a ioatens : 2, 302 2, 261 Same 


NoTE.—Other models are not directly comparable. 
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“Inasmuch as most good things are produced by labor, it follows 
that all such things ought to belong to those whose labor has 
produced them. But it has happened in all ages of the world that 
some have labored and others without labor have enjoyed a larger 
proportion of the fruits. This is wrong and should not continue. 
To secure to each laborer the whole product of his labor as nearly 


as possible is a worthy object of any good government.” 


“There never has been but one question in all civilization, there 
is now only one question, and there never will be but one question 
in the future, and that is how to prevent a few men from saying to 
many men, you work and earn bread and we will eat it.” 


—Abraham Lincoln 
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LETTER OF TRANSMITTAL 


Charles E. Wilson, President 
General Motors Corporation, 
Detroit, Michigan 


Dear Mr. Wilson: 


This brief is presented to General Motors Corporation in 
support of the demand of the International Union, United 
Automobile, Aircraft and Agricultural Implement Workers of 
America-ClIO for a thirty per cent increase in present scheduled 
hourly wage rates in order to maintain take-home pay without 
any increase in the prices of General Motors products, and for 
other amendments of the agreement between this Union and 
the Corporation. 


The demand for a 30 per cent increase in hourly wage rates 
includes provisions for the method of distribution of such in- 
crease, as follows: 


A. Application of an appropriate part of this increase to 
a Corporation-wide equalization fund, which shall be utilized 
to achieve uniform wage rates throughout the Corporation. 


Any variation from the principle of equal pay for equal 
work regardless of geographical location cannot be justified 
on an economic or moral basis in a Corporation which fixes 
national uniform prices for its cars regardless of where manu- 
factured. 


B. The creation of a Social Security Fund by allocating a 
portion of the thirty per cent increase for this purpose, equal 
to three per cent of the total payroll of the employees covered 
by the GM-UAW Agreement. 


Such Social Security Fund shall provide maximum service 
and protection for the worker and his dependents as follows: 


(1) One-third of the Social Security Fund will be set aside 
in a Death Benefit Fund, providing security for the 
worker’s family in the event of death of the wage 
earner. 


(2) Two-thirds of the Social Security Fund will be applied 
to the purchase of complete health, accident, hospital, 
surgical and medical coverage under an arrangement 
which provides for the most liberal type of coverage, 


22805 O—58—pt. 7——6 
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including provision for sick benefits of sixty per cent 
of weekly wages for a period of fifty-two weeks in 
the year. 
The UAW-CIO Social Security program advanced here has 
been tested in American industry and is currently being under- 
written by responsible insurance carriers. 


The adoption of such a Social Security Program for GM 
workers will be a tremendous step forward, and will effective- 
ly demonstrate that American industry is prepared to assume 
its full social responsibility. 


C. The balance of the thirty per cent shall be distributed 
in the form of a blanket increase in the hourly wage rates of 
all employees covered by our Agreement. 


The overall thirty per cent increase is essential to offset 
the thirty per cent reduction in take-home pay. However, in 
order to achieve a rational and stable wage structure, and a 
measure of security for the worker and his family, we are 
proposing the allotment of a portion of this increase to the 
achievement of these ends. 


The economic basis for a 30 per cent increase in wage 
rates is set forth in this brief as follows: 


Part I, presented to the Corporation on October 19, 1945, 
sets forth the need of GM workers and the entire economy 
for such maintenance of take-home pay, if we are to make the 
transition to full employment in peace on a stable and last- 
ing basis. We show that failure of General Motors and other 
durable goods manufacturers to raise wages without increas- 
ing prices will create a false prosperity lasting only a year or 
two, followed by the worst depression in our history. We show 
that the first step toward a full production and full employ- 
ment economy in which Americans can have the purchasing 
power to consume fifty per cent more than ever before is an 
increase of wage rates to maintain take-home pay. We stress 
the interest of farmers and businessmen in thus maintaining 
the market for their products. 


In Part II, Section A, presented October 23, we show that 
General Motors can pay the increase in wage rates which we 
demand ; it can do this without increasing the prices of its pro- 
ducts; it can do it NOW. We show that General Motors before 
the war could have paid substantially higher wages without 
increasing prices and still have had high profts—even at the 
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low levels of output then prevailing. We point out that, in the 
pre-war year 1941, General Motors received more in profits 
(before taxes) for each man-hour worked by GM hourly work- 
ers than it paid out in wages. The GM worker produced $1.07 
for his family and $1.09 for GM every hour he worked in 1941. 


In Part II, Section B, presented October 24, we show that 
in the postwar period, when capacity production is assured by 
the market for cars, greatly increased volume of output will 
make it possible for General Motors to pay the increased wage 
rates and still make such large profits as to permit a three 
way profit split among workers, consumers and investors, re- 
sulting in reduction in the price of cars, increased take-home 
profits for investors and the increased wage rates which we 
demand. 


In Part II, Section C, we show that, because of increased 
labor productivity, big cash reserves, new equipment furnished 
during the war at public expense and the many aids and insur- 
ances given by the tax laws, the Corporation can’t lose. It will 
pass the break-even point of production by December, 1945, 
and will reach capacity output and a high profit level by March, 
1946. 


Its first full year of capacity production, after paying 30% 
higher wage rates and selling at lower prices, will be astwnish- 
ingly profitable. 


These are the facts on which our demand for increased 
wages without increased prices is based. They prove, by a 
wide margin, that our demand is reasonable, is in the public 
interest and can be met by General Motors with great and 
lasting benefit to its workers, its customers and its stock- 
holders. The Corporation, which, in the last analysis, exists 
only in its workers, its customers and its stockholders. will 
prosper along with and because of them, and not otherwise. 


Sincerely yours, 


bli \ Fatt, 


Vice-President, Director 
General Motors Department, UAW-CIO 
October 26, 1945 
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PART | 


A. Maintenance of GM Workers’ wartime level of 
real wages—equivalent to 30% increase in present 
wage rates without price increase—is an indispensable 
“must” in order to prevent disastrous retreat from the 
national objective of adequate purchasing power in 
the peacetime economy. 


1. A 30% rise in present wage rates is necessary to ap- 
proximate pre-reconversion take-home pay. 


As a result of reconversion and the restoration of the 40- 
hour-week, in place of the wartime scheduled week of 48 hours 
with overtime for the last 8 hours, GM workers who remain 
in jobs at the same straight-time hourly pay have sustained 
weekly pay cuts of 23 1/13%. To undo these pay-cuts and 
restore their take-home their rates must be raised by 30%. 


Large numbers of workers reemployed on peacetime work 
are being downgraded, with a resulting reduction in their 
hourly rates of pay. For workers who have taken a loss of 
8 hours in overtime and a loss in basic wage rate through 
downgrading, the 30% increase over present rates will not 
completely restore the drop in their take-home pay. 


Even giving consideration to the fact that the average re- 
alized work week in 1943 and 1944 was less than 48 hours, a 
30% rise in wages over present average pay schedules (which 
reflect much downgrading) will not quite bring the weekly 
take-home of the employed worker to the level of the war 
years. 


General Motors Corporation reported a 46-hour average 
work week for 1943 and 1944. A loss of 6 hours at time and 
a half out of a total of 46 hours reduces the average earnings 
per hour by 6.5 percent. From government sources we learn 
that down-grading within industry is expected to reduce aver- 
age hourly earnings about 4.2 percent, resulting in a total drop 
in the hourly rate of at least 10.7 percent. When this lower 
hourly rate is paid for 40 hours instead of 46 hours, the drop 
in take-home pay for the week is 22.3 percent. Actually the 
drop will be greater than that, since a 40-hour basic work week 
will produce on the average only 38 or 39 hours of work. 
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That this situation would arise with the end of the war was 
reported to the President last February 12 by the Public Mem- 
bers of the National War Labor Board. They said: 


“We have seen that while present labor standards meas- 
ured by straight-time hourly earnings are real enough at the 
moment, they contain an element of insecurity for the future 
because a certain portion of the hourly earnings depends 
upon administration of the wage rate schedule by manage- 
ment and is therefore reversible.” 


It was government policy to restrain basic wage rates dur- 
ing the war, but the need for adjustment at the end of the war 
























PRESIDENT TRUMAN SAYS— 


LET ME BEGIN by putting labor’s position before you. | do not 
think all of us undertand how hard a blow our industrial workers 
have suffered in the shift from war production to peace production. 


You do know that sudden total victory caused millions of war 
workers to be laid off with very short notice or none at all. While 
we hope to overcome that condition before too many months are 
passed, unemployment is hardly a suitable reward for the contribu- 
tion which veterans and war workers have made to victory. 


We must all recognize that legislation which will help sustain 
the purchasing power of labor until reconversion is completed, 
benefits not labor alone but all of us—business, agriculture, white- 
collar workers and every member of our economic society. 





But quite as important as these problems of unemployment is 
the fact that the end of the war has meant a deep cut in the pay 
envelope of many millions of workers. 


| wonder how many of you know that many war workers have 
already had to take, or will soon have to take, a cut in their 
war-time pay by one-quarter or more. Think of what such a de- 
crease in your own income would mean to you and to your families. 


—ADDRESS TO THE NATION, OCT. 30, 1945 


was recognized by these Public Members, and their refusal to 
approve basic wage rate increases at the time was explicitly 


tied to “the war economy ... in its present dimensions ... ” 
They said: 


“Finally, it should be noted that under the wage stabiliza- 
tion policy ... the increase in basic wage rate schedules has 
been restrained to a greater degree than the increases in 
straight-time hourly earnings. This is a significant change 
in the composition of the wage structure of American 1n- 
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dustry. To a substantial extent the straight time hourly 
earnings which have preserved the peacetime hourly wage 
standards now depend upon the wartime administration of 
the wage rate schedules under conditions typical of oper- 
ations in a tight labor market without too much regard to 
costs and competitive pricing. This gives legitimate cause 
for concern as to what will happen when the basic wage rate 
schedules are again administered under more normal peace- 
time conditions of ample labor supply and a competitive 
market for civilian goods. 


“So long as the war economy continues in its present di- 
mensions, however, there is no reason to believe that average 
straight-time hourly earnings will decline from their present 
level. That being sp, the case for permitting a resumption of 
general wage increases now cannot be rested on the ground 
of any present inequity in the relationship between average 
wage levels and average price levels.” 


2. Maintenance of take-home pay is absolutely essential 
if we are to undertake the national task of achieving a stand- 
ard of living 50 percent above prewar levels. 


a. In its 1940 annual report, GM stated (p. 28): 


“The Corporation recognizes the importance of improving the 
economic position of its workers from the standpoint of 
both their progress and stability, hence advancing their 
status in a fundamental way. Such a policy is not only social- 
ly desirable but economically necessary because of the vital 
importance of the purchasing power of the factory worker.” 


Thus GM has approved the principle of maintaining pur- 
chasing power in line with productive capacity. 


b. In their Report to the President on February 12, 1945, 


the Public Members of the NWLB said: 





“As to the maintenance of purchasing power in the period 
of reconversion, the rate increases proposed for that purpose 
are really put forward as a first step toward the higher level 
of national economy and of real wages that we are looking 
forward to in the post-war period. As we go forward to a 
time of full conversion to peacetime economy after the war, 
the goal is a level of production, distribution and consump- 
tion high enough to absorb into peacetime production all the 
enormous capacity for production we have demonstrated in 
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war. This means a level of civilian demand and purchasing 
power high enough to substantially replace all the present 
wartime demands of the Government. Any such level of 
civilian consumption means a very great increase in our 
standards of living. As we move out of the wastage of total 
war back to peacetime and the promise of the future, we will 
no longer be thinking or speaking about maintaining pre- 
war wage standards. The cost of living adjustment of the 
Little Steel formula will have to give way to wage and price 
| adjustments which definitely raise the general level of real 
wages.” (page 27). 
j 
| 


c. OWMR Director (now Secretary of Treasury) Vinson 


has authoritatively determined what this means in the pres- 
ent situation. 


| “The American people,” he stated (Third OWMR Report, 
p. 57), “are in the pleasant predicament of having to learn to 


PRESIDENT TRUMAN SAYS— 


WHAT HAPPENS TO WAGES is important to all of us—even to 
those of us who do not work for wages. 


It is important to business, for example, not only because wages 
represent an essential item in the cost of producing goods, but 
because the people cannot buy the products of industry unless they 
earn enough wages generally. 


What happens to wages is also important to the farmer. The 
income he earns depends a great deal on the wages and purchas- 
ing power of the workers in our factories and shops and stores. 
They are customers of the farmer and cannot buy farm products 
unless they earn enough wages. 


The fact is that all of us are deeply concerned with wages, be- 
cause all of us are concerned with the well-being of all parts of 
our economic system. 


THAT IS A simple truth. But like all simple truths, it is too often 
forgotten. Management sometimes forgets that business cannot 
prosper without customers who make good wages and have money 
in their pockets; labor sometimes forgets that workers cannot find 
employment and that wages cannot rise unless business prospers 
and makes profits. 


—ADDRESS TO THE NATION, OCT. 30, 1945 





live 50 percent better than they have ever lived before. Only 
the defeatist can scoff at this inescapable fact that we must 
build our economy on that basis.” 
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Secretary Vinson went on to say in this same report, 
“American business is coming to realize that a high wage 
policy is in the long-run interest of everyone because it helps 
create the markets necessary to move goods from farm and 
factory—to store shelves—to the homes of America. And 
these high wages are necessary to achievement of the high 
standard of living which we can and must attain. Labor will 
continue to bargain for higher wages and management is 
recognizing the right of collective bargaining as a proper 
part of an economic democracy.” 


This means a 50 percent increase in the real standard of 
living over 1940—-—as applied to 1939 it means an increase of 
approximately 75 percent. In the light of government-stated 
objectives for the economy, our UAW-CIO demand for main- 
tenance of the wartime level of take-home pay———without de- 
terioration through price increases——not only is not exorbi- 
tant, but is elementary common sense. UAW-CIO does not 
ask for immediate attainment of the full Vinson objective. It 
asks that we do not slide back from levels already achieved. 


3. Acceptance of present reduced wage levels would mean 
disastrous economic retreat. 


The payroll of General Motors in 1944 (hourly workers 
alone) amounted to nearly a billion dollars ($995,000,000). 
For 1946, even with the Corporation ’s optimistic estimates on 
employment (285,000 hourly-rate workers)! and assuming that 
the realized working week will be 40 hours, the payroll would 
fall to $660,000,000. At a time when we are depending on 
the automobile industry and other durable goods industries 
to take the place of government war spending and to provide 
employment for the returning veterans, General Motors would 
be slashing consumer purchasing power by $335,000,00U. 

From the point of view of the individual worker the retreat 
would spell disaster :— 


In 1940 the average weekly earnings of GM 
as ins wd > ets bad p+ ¥ eee: ean >is $34.69 


To achieve the Vinson objective of a 50 per- 
cent increase in the standard of living above 
pre-war, it is necessary— 


To increase 1940 wages by 50 percent.............. . 52.04 


All footnotes appear on page 75. 


04 





ADMINISTERED PRICES 3399 


And to adjust this for the 30 percent in- 
crease in cost of living since 1940................4.. 67.62 


In 1944 the GM workers’ average earnings 
were nearly $58 a week. 


In 1946 the GM workers’ average weekly 


earnings at present wage rates and at 40 
hours of work a week will be reduced to 


SE Oe SE non snc ee os ons ums ram hee 23.39 
or $1200.00 a year. 


It should be noted that the 1946 wages, 
under existing living costs, will buy slightly 
less than the 1940 wages of $34.69 


Thus, after six years of war expansion and war production, 
during which the economy has expanded to the extent that a 
50 percent increase in consumption is necessary to keep it 
going, the worker is back where he started. 


If this policy were applied to all the workers oi the 
country if all workers had wages which permitted them 
to buy only the same amount of goods and services which they 
bought and consumed in 1940—— it would quickly spell dis- 
aster for the whole country. The Department of Commerce 
study, Markets After the War, which was prepared for 
and circulated by the Committee for Economic Development, 
an organization of businessmen, says plainly that a postwar 


physical production at 1940 levels means 19 million unemploy- 
ed !* 





To be sure the prediction of 19 million unemployed will not 
be realized immediately. For, while workers will be paid at 
1940 wage levels (in terms of purchasing power), consump- 
tion demand——and therefore production and employment— 
probably will be temporarily sustained at higher levels, be- 


*“It seems almost certain that postwar output must exceed the best 
pre-war year. If it should be no more than in 1940 there would be the 
3 million who were unemployed in 1940 plus the 2% million added to the 
Civilan labor force between 1940 and 1946 plus 8 million who would be 
displaced by improvements in efficiency over the 6 years—a total of 
over 19 million unemployed.” Markets After the War, p.3. Note that the 
study makes no allowance for the abnormal entries into labor imarket 
during the war. some part of whom may be expected to remain and swell 
the ranks of the unemployed. 
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cause of temporary pent-up demand at home and abroad. But 
eventually the payment of 1940 wages will give us 1940 levels 
of consumption and production, and that means 19 million 
unemployed. 


The strength of even this temporary demand may prove 





PRESIDENT TRUMAN SAYS— 
NOW, HOW DOES IT HAPPEN that pay envelopes are being cut 
so deeply? There are three reasons. 


FIRST, there is the present decrease in the number of hours of 
employment. During the past few years of war, millions of wor- 
kers were asked to put in abnormally long hours of work. Now 
that the need is past, the forty-hour week is being restored. 


The change-over from a forty-eight to a forty-hour week means 
a decrease in take-home pay, the amount in the pay envelope. 
That decrease is much more than just the loss of eight hours pay. 


Workers have been receiving time and a half for overtime—for 
all the hours they worked over forty. That overtime pay is now 
gone in the change to a forty-hour week. The result has been a 
decrease of almost one quarter in the workers’ weekly pay. 


SECOND, weekly pay is being cut because many jobs are being 
reclassified to lower paying grades. 


The individual worker will feel these particularly when he chan- 
ges from one job to another, starting at the bottom of the grade. 


THIRD, the pay envelope of workers will be thinner because 
millions of workers who were employed in the highly paid war 
industries will now have to find jobs in lower-wage, peacetime em- 
ployment. 


These three factors added together mean a drastic cut in the 
take-home pay of millions of workers. If nothing is done to help 
the workers in this situation, millions of families will have to tighten 
their belts—and by several notches. 


It has been estimated that, unless checked, the annual wage 
and salary bill in private industry will shrink by over twenty billions 
of dollars. That is not going to do anybody any good—labor, 
business, agriculture, or the general public. 


The corner grocer is going to feel it, as well as the department 
store, the railroads, the theaters, and the gas stations—and all the 
farmers of the nation. 

It is a sure road to wide unemployment. 


—ADDRESS TO THE NATION, OCT. 30, 1945 





disappointing. Much of the alleged $140 billions of personal 
savings undoubtedly is in the hands of well-to-do persons who 
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are looking for investment opportunities for the bulk of their 
savings. The study on Providing for Unemployed Workers in 
the Transition, made by Richard Lester for the Committee 
for Economic Development, reviewed all the evidence avail- 
able by the end of 1944 and concluded that “the bulk of the 
wartime saving by workers has occurred in families with an 
income above $3,000 a year... At least a quarter, and prob- 
bly a third, of the wage earners’ families in this country had. 
by 1944, accumulated little, if any, savings in spendable form.” 


WHICH WAY FROM HERE ? 
(ign 68" 
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Alvin H. Hansen, Special Economic Adviser to the Board 
of Governors of the Federal Reserve System, had this to say 
on War Bonds, in January, 1944: 


“Of the $165 billion of Government bonds now outstanding, 
$105 billion are in the hands of institutions . . . None of 
these is a potential spender in the consumer’s market... 
Of the remaining amounts, which are in the hands of in- 
dividuals, only $25 billion are War Savings Bonds, of a sort 
that are widely held by the people, of which at least a third 
are held by well-to-do people. So that (source of consumer 
demand) has been very greatly exaggerated.” 


The moderate character of the UAW-CIO 30 percent wage 
demand is revealed by the fact that it only partly counteracts 
the drop in GM's contribution to purchasing power. Even 
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with the restoration of the $58 a week take-home pay of 
1944, the GM payroll would still decline by $150,000,000 in 
1946———again based on GM’s optimistic forecast of GM em- 
ployment. Similarly as regards the individual standard of 
living, the UAW-CIO wage demand falls short of bringing the 
worker immediately up to the $68 a week called for by our post- 
war productive capacity. It would merely keep the worker’s 
wage at the standard reached in 1944 and prevent it from 
dropping back to the 1940 wage. 


B. In demanding that GM meet its wage demands 
without price increases, UAW-CIO is giving proof of its 
recognition of the requirements of national policy. 
Wage policy for the nation requires that reconversion 
wage adjustment be absorbed (except in isolated 
cases) out of industry’s existing price levels. 


1. UAW-CIO does not base its demands on short-run selfish 
considerations, but is basing them on enlightened long-run con- 
siderations which identify the true interest of the union with 
the general interests of the public. 


The UAW-CIO demands not only do not conflict with 
the public interest, but actively promote the public interest. 
The easy way to get wage increases is to conspire with in- 
dustry to get price increases from OPA, getting wage de- 
mands met out of prices at the expense of the general public. 


This is the philosophy of “The public be damned!” It is the 
philosophy which GM, in its newspaper ads—paid for to the 
extent of 8514% by the U. S. Treasury—is accusing us of 
following, although it is precisely the policy we rejected. 


We do not want our wage demands met out of price in- 
creases. Our letter of August 18 serving our deman¢ls on 
General Motors so stated. General Motors well knows this, but 
will do its best to deny it in its appeals to the public. 


By refusing to discuss with UAW-CIO its ability to pay 
without prize increases, and by refusing to discuss its profits, 
GM has adopted a “public be damned” attitude not only for it- 
self but as a model for other corporations to follow. It has told 
our negotiators that profits are none of our business, and 
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since ous interest in profits is to protect the public from any 
increase of prices by General Motors, its refusal to talk prices 
or prolits is the equivalent of stating that these subjects are 
none of the public’s business. 


2. The present economic situation requires industry as a 
: whole to make a liberal contribution to wage rises without in- 
creasing prices. 


With a drastic cut in government war expenditures, which 


PRESIDENT TRUMAN SAYS— 


THERE ARE MANY PEOPLE who have said to me that industry 
cannot afford to grant any wage increases, however, without ob- 


, taining a corresponding increase in the price of its products. And 
they have urged me to use the machinery of government to raise 

both. 

a 


This proposal cannot be accepted under any circumstances. 
To accept it would mean but one thing—inflation. And that 
invites disaster. 


An increase in wages, if it were accompanied by an increase 


h in the cost of living, would not help even the workers themselves. 

- Every extra dollar that would be put in their pay envelopes 

h under those circumstances would be needed to meet the higher 
living expenses resulting from increased prices. 

h Obviously, such a juggling of wages and prices would not settle 

; anything or satisfy anyone. A runaway inflation would be upon us. 

i Let us hold vigorously to our defense against inflation. Let us 


continue to hold the price line as we have held it since the spring 
e- of 1943. 


C. After the last war, this nation was confronted by much the same 
1e problem. At that time we simply pulled off the few controls that 
oA had been established, and let nature take its course. The result 
f should stand as a lesson to all of us. 
0 
If these twin objectives of ours—stability of prices and higher 
wage rates—were irreconcilable, if one could not be echieved 
he without sacrificing the other, the outlook for all of us—labor, 
on 2 management, farmer and consumer—would be very black indeed. 
ut Fortunately, this is not so. While the positions of different indust- 
ries vary greatly, there is room in the existing price structure for 
business as a whole to grant increases in wage rates. 
ay —ADDRESS TO THE NATION, OCT. 30, 1945 
ts, 
it- : Sie b 
bes will fall from an annual rate of $92 billion in July 1945, to an 


nd annual rate of $44 billion in the second quarter of 1946,5 every 
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group but big business faces a severe deflation of its income 
and purchasing power. Only big business is set for a pheno- 
menal increase in its take-home profits. 


According to the published estimate of national income 
used in Congressional tax calculations, the nation’s income for 
1946 will be $130 billion—20 percent down from the war level.‘ 


That estimate of national income for 1946 implies unem- 
ployment of 8 million, and a drop in total wages and salaries 
by some $20 billions, or nearly 25 percent from 1944 levels. 
The most severe drop will occur in manufacturing payrolls. 
Here the indicated drop in take-home pay for the average em- 
ployed worker—due to loss of overtime, downgrading, and to 
shift to lower-pay industries—is 29 percent. Including the 
effect of decreased employment, the drop in manufacturing 
payroll is estimated at 42 percent.° 


Agricultural income, which always follows closely the trend 
of urban wages and salaries, is expected to suffer a drop of 





PRESIDENT TRUMAN SAYS— 


AND IF ALL OF US would approach the problem in a spirit of 
reasonableness and give-and-take—if we would sit down together 
and try to determine how much increase a particular company or 
industry could allow at a particular time—| think most businessmen 
would agree that wage increases are possible. 


Many of them, in fact, have already negotiated substantial wage 
increases without asking for any increase of prices. 


—ADDRESS TO THE NATION, OCT. 30, 1945 





25% or $3 billion in 1946—going from $12.4 billion in 1944 to 
about $9.5 billion in 1946. 


While retail sales and small business generally will for 
the moment maintain their wartime levels of prosperity, this 
will be due to a temporary factor—the spurt in durable goods 
sales, representing a pent-up demand from the wa", financed 
by wartime savings put aside for that purpose. For a time 
this will compensate for and cover up the serious decline in 
the market for non-durable goods due to declining levels of 
current income among workers and farmers. 


Big business alone will be more prosperous than ever be- 
fore. While corporation profits before taxes are expected to 
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fall from the 1944 levels of $25 billion to $18 billion in 1946, 
corporation take-home profits after taxes (thanks in part to 
the repeal of the excess profits tax) will rise from $9.9 to $11 
billion. This estimate takes no account of the disguised pro- 
fits through padded amortization allowances which the law 
permits, nor the generous refunds on both the excess profits 
taxes and the ordinary corporation income taxes which will be 
given to individual corporations that fall below their base 
period profits or sustain operating losses. 


Nowhere will this unprecedented prosperity of business in 
the midst of general decline of national income be so marked 
as in the case of manufacturing. Profits of manufacturing cor- 
porations before taxes are estimated for 1946 at $11 billion 
as against $15 billion in 1944. But the profit take-home after 


OUTPUT PER MAN-HOUR IN MANUFACTURING 
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taxes will rise from $5.8 billion in 1944 to $6.3 billion in 1946. 
The take-home profits of manufacturing corporations during 
the peace-time years 1936-39 averaged $2.1 billion. 


These estimates probably make insufficient allowance for 
the decline in manufacturing costs due to elimination of over- 
time and to downgrading, as well as to increased labor pro- 
ductivity. After the last war, labor productivity in manufac- 
turing rose by 10 percent a year for 3 years straight.’ Since the 
technological progress in this war has been far greater than 
in World War I, the rise in labor productivity, when industry 
is fully converted, should be even more pronounced than in 
1919, 1920 and 1921. U. S. Commissioner of Labor Statistics 
Ford Hinrichs recently testified before a Senate Committee 
that this would probably prove to be the case. 
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The chart shows the expected rise in man-hour output from 
1946 to about 1950. It represents an increase in labor produc- 
tivity of 40 percent in four years. The chart is based on data 
of U. S. Bureau of Labor Statistics and is reproduced from 
“American Industry Looks Ahead’, Committee for Economic 





PRESIDENT TRUMAN SAYS— 


THERE ARE SEVERAL REASONS why | believe that industry as a 
whole can afford substantial wage increases without price increases. 


First, the elimination of the time and a half for overtime has 
reduced labor costs per hour. 


Second, the increase in the number of people needing jobs is 
resulting in a downward reclassification of jobs in many industries 
and in many sections of the country. 


There is a third reason for believing that business can afford to 
pay wage increases—namely, increased output per hour of work or 
what is generally called increased productivity. 


While increased production rests ultimately with labor, the time 
will soon come when improvements in machinery and manufactur- 
ing know-how developed in the war can certainly result in more 
goods per hour and additional room for wage increases. 


As a fourth reason, business is in a very favorable profit position 
today, with excellent prospects for the period that lies ahead. 


Again, that is not true of all companies. Nevertheless, through- 
out industry and in every branch of industry, profits have been 
and still are very good indeed. 


Finally, the Congress at my suggestion is now considering the 
elimination of the excess profits tax. 


Provision has already been made in our tax laws to enable 
corporations whose earnings drop below their normal peacetime 
level to recapture a high proportion of the excess profits taxes 
which they have paid during the preceding two years. 

These and other provisions of the tax laws were designed to 
reduce to a minimum the risks entailed in reconversion—and that 
is precisely what they accomplish. They also add to the ability 
of industry to increase wages. 


—ADDRESS TO THE NATION, OCT. 30, 1945 





Development, August, 1945, an organization of business exe- 
cutives. The Bureau states: 


“During normal peacetime periods productivity has in- 
creased at the rate of 3 to 3% percent per year, but man-hour 
output has not increased in nonmunitions industries since 
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1941. It is thought by many that for the next several years 
there will be a tremendous upward surge of productivity; 


that output per man-hour will probably rise by one-third by 
1950. 


“Thus, assuming that average hours per worker return to 
pre-war levels, the markets for manufactured goods in 1950 
will have to be approximately 40 percent higher than in 1939 
even to maintain the 1939 employment in manufacturing. 


“Further increases in output will be necessary if manu- 
facturing industries are to provide some of the additional 
jobs needed for an expanded labor force and if tke wide- 
spread unemployment which was prevalent in the prewar 
period is to be avoided.” 


3. To tolerate the existing wage-profit trends is to invite 
a crash in 1947 or 1948 which will make the Great Depression 
a minor recession by comparison. 


Prosperity predicted for 1946 is a false prosperity—it 
is a prosperity for everybody but the people. It is built on the 
principle of paying business more for producing less and for 
employing fewer people. It is built on the shifting sands of 
pent-up demand instead of on the solid rock of giving the 


workers enough purchasing power to buy back the goods they 
currently produce. 


Our economy could not tolerate in 1929 the high business 
profit and large savings of the wealthy of that year even 
though the economy was then operating at close to full em- 
ployment and the national income as a whole was rising. How 
can it tolerate the even higher profit margins of 1946 at a 


time of mass unemployment and sharp drop in the national 
income? 


If in 1929 we could not invest the business profits and the 
savings of the wealthy for expanding our productive capacity, 
because there wasn’t enough purchasing power at the base 
to buy the products of expanded industry, how can we hope to 
do so in 1946 when the mass purchasing power is even smaller 
and when we have inherited a greatly expanded productive 
capacity from the war? Early in 1946 the necessary reconver- 
sion expenditures to adapt our war economy to peace will 
already have been made, and we shall face the impossible 
task of finding investment expansion outlets for $30 to $35 
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billion a year at a time when our productive capacity already 
is far too big for the mass purchasing power that is available.® 


Only if business joins labor in immediate action to readjust 
the wage-price relationship can the nation be put in a position 
to cope with the tremendous problems of managing our $200 
billion economy without a disastrous tailspin and crash. 


The demands of labor for wage adjustments without price 
increase are not intended to solve the whole economic problem 
overnight. Other measures on the part of business, labor and 
government will be necessary as the country gets its bearings. 
But we must begin now by maintaining take-home pay and 
remedying substandard and inequitable wages, or we shall be 
confessing defeat before we start. We shall be advertising 
to the world that American business is so greedy for immediate 
(but unstable) profits that it insists upon them even at the 
price of sentencing the whole economy and itself to disaster. 


C. Manufacturers of durable goods, especially 
automobiles, have a major responsibility to promote 
full employment by raising wages without increasing 
prices. 


1. Pent-up demand for their products will give them a 
ready market for capacity volume. 


The effect of increasing volume on reducing unit costs 
and increasing profits is an old story, but never in peacetime 
have producers been presented with the bonanza of being able 
to plan in advance for capacity production for a guaranteed 
market. The profit prospects for durable goods industries, es- 
pecially automobiles, are the brightest in history as a result 
of four years’ interruption of production. 


The profit potential of the durable goods industries pro- 
ducing for this guaranteed market is revealed by their own 
reports to the War Production Board.? Their reports show 
break-even points of 50.6 percent for the durable goods manu- 
facturers as a whole, exclusive of automobiles, and 55 percent 
for the automobile industry alone. These forecasts—made by 
industry—are forecasts of immense profits on production at 
capacity levels. In the nature of the case these estimates err 
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on the conservative side, since a manufacturer is not likely to 
exaggerate in a report to the government of his ability to draw 
a profit at a very low percentage of capacity. A realistic ana- 
lysis of the break-even points of these industries undoubtedly 
would show them at much lower figures, possibly in the neigh- 
borhood of 30 percent. 


Even if their peacetime profit margin were low, durable 
goods manufacturers, presented with the bonanza of capacity 
production, would now be under the obligation to the public to 
renegotiate their profits with labor and with the consumer. 
The durable goods producers did not by their own efforts 
create the present capacity markets for their products; that 
has been done for them by the war and by the sacrifices which 
the people had to make for the war, at a time when durable 
goods manufacturers were being well paid indeed for produc- 
ing war materials. The bonanza profits of pent-up demand— 
profits which are now to be relieved of excess profits taxes— 
cannot be regarded as the producers’ own business—they are 
in very large part the concern and business of the public and 
the concern and business of labor as well. 


2. The peace-time profit position and the general financial 
situation of the durable goods industries has been far more 
favorable than those of other industries. 


OPA profits studies show that non-durable goods manu- 
facturers’ profits before taxes, expressed as a percentage of 
invested capital, was 8.8 a year for 1936 to 1939 and rose to 
16.1 for the boom year 1941.'° The same figures for durable 
goods producers (excluding automobiles and equipment) were 
8.2 for 1936-39, and 28.9 for 1941. For automobiles and equip- 
ment the 1936-39 average was 19.4, and the 1941 return was 
42.5. When it is borne in mind that the durable goods manu- 
facturers, when converted to war production, operated in the 
excess profits brackets and thus have substantial tax cushions 
in addition to the guaranteed markets on their production for 
pent-up demand, there is no financial excuse for their not 
taking the lead in a wage policy that is geared to the objective 
of sustained full purchasing power for the products of full 
employment. 


3. The country looks to the durable goods industries to 
provide a sound basis for postwar prosperity, and it is up to 
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these industries—and particularly to the automobile industry 
—to convert the present pent-up demand into a large and 
permanent reservoir of demand through wider distribution 
of purchasing power. 


The pent-up demand for durables, under conditions of de- 
clining national income, is too small and too slight a base 
upon which to build permanently either the prosperity of the 
durable goods industries or the prosperity of the country. 
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“General Motors is an integral part of the life of many com- 
munities,” says GM in this color plate from its 1937 Annual Re- 
port to Stockholders. Its “program of localized manufacture,” 
says GM, “contributes to a more stabie economic and social life 
throughout the nation.” — “Right you are, GM!” says UAW-CIO, 
“A 30% increase in wage rates NOW will contribute to a more 
stable economic life throughout the nation.” 


All postwar planning studies, including that of the Com- 
mitee for Economic Development, indicate that to utilize our 
postwar productive capacity we shall all have to consume 
about 50 per cent more goods and services than in 1940. But 
in many of the non-durable fields we are already close to the 
optimum limits of consumption (at least under present dis- 
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tribution of income). Therefore the needed expansion of con- 
sumption will have to come to a very large extent in the dur- 
able goods sectors. It is this potential increase of durable 
goods consumption which the durable goods industries can 
actively promote if they will adopt a wage policy that provides 
the necessary purchasing power, while holding prices down so 
that the wages may buy the total product. 


By similar means, years ago, the automobile industry re- 
ceived its original burst of development—it set the style of 
high wages for the country as a whole, and the automobile 
industry thus benefited not only from the high purchasing 
power of its own workers, but from the high purchasing power 
of workers generally. 


As Dr. Edwin G. Nourse, Vice President of the Brookings 
Institution, writes in his epoch-making book, Price Making ina 
Democracy (pp. 266-67) : 


“Henry Ford early came to the conclusion that even cheap 
automobiles could not be sold (in numbers needed for low- 
cost technique) in a society in which working men earned only 
two or three dollars a day. As early as 1914, he took the re- 
volutionary step of adopting a 5-dollar a day minimum for 
his factory labor (then getting an average of $2.40) and raised 
it shortly to a 6 dollar minimum. The results not only appeared 
to satisfy him, but to impress other automobile companies so 
much that similar raises were made by them and the practice 
spread to other lines of industry. Payment of high wages 
came to be regarded as an important factor in the industrial 
prosperity of the twenties and became the object of study 
even by industrial delegations from abroad. Undoubtedly the 
fact that practically every workman whose pay was raised by 
automobile and other manufacturers had an ambition to possess 


an automobile (even a Ford) led to a favorable sales response 
to his action.” 


The time has arrived for a repeat order on this policy, 
adapted to the wage-price-profit facts of life as they are to- 
day. Today’s giant successors to the Fovd of 1914 frequently 
recall with pride the courage of his bo'd initiative, but they 
have long since forgotten to follow his example. By repeating 
the high wage policy of its pioneers, the automobile industry, 
along with all durable goods manufacturers, has the oppor- 
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tunity to open the door of America upon the glittering eco- 
nomic realities of our full production potential. They can 
phenomenally and permanently expand their own markets. 
At the same time they can help to build markets for other in- 
dustries and for farmers and service industries and doctors 
and teachers and others. So doing, these industries will play 
the leading part that is theirs in insuring the general pros- 
perity of the nation. 


In October, 1944, C. E. Wilson, Chairman of General Elec- 
tric Company, said that GE intended, after the war, to hold 
its prices down and raise wages to offset the drop in take-home 
pay. 


In October, 1945, C. E. Wilson, President of General Motors 
Co-poration, says that GM cannot raise wages 30 percent un- 
less prices are raised 30 percent also. 

Here is what the GE C. E. Wilson said: 


“It (bankruptcy) can happen again during the post-war per- 
iod of readjustment unless there is a strong effort upon the 
part of every business to hold down its prices, utilize its 
productive efficiency, cut its extravagant distribution costs 
and maintain its workers income. Along with this must come 
a revision of tax laws to take care of risks and the returns 
to the mass of the people . . . take-home pay on a forty-hour 
week must eventually. represent the higher level of earnings 
that now prevail. Now how do we propose to justify these 
higher wages? By increased production, of course...” 
(New York Times, November 5, 1944). 


But the GM C. E. Wilson says prices are none of the Union’s 
business, and GM will not raise wages unless O.P.A. permits 
it to raise the prices of cars. 


Why don’t the C. E. Wilson’s get together? 


D. The time to adjust wages (without increasing 
prices) is NOW. 
1. The contention of business that it is necessary to wait 


for full production before adjusting wages means that the 
workers will bear the bulk of the costs of reconversion. 


Workers are already bearing the unemployment cost of 
reconversion. They must not be required to bear the additional 
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burden of reduced wage rates on the theory that large pro- 
fits may not come for another 3 to 6 months. The develop- 
mental cost of any business operation is recognized as a charge 
on capital, not as a charge on labor. 


2. Business is exceptionally well-heeled as a result of war- 
time operations and generous contract settlements and has 
been granted excess profits tax carry-backs as an extra in- 
surance to meet the developmental costs of reconversion. 


General Motors alone is eligible to draw back as much as 
$160,0C0,0C0 from the U. S. Treasury in 1945 and in 1946 if 
profits during these two years fall below base period earnings. 
This excess profits tax carry-back privilege was granted to 
business to encourage it to use every effort to maintain em- 
ployment, production and purchasing power. If there is any 
risk in granting decent wages to workers, it has been specific- 
ally provided for by the excess profits tax carry-back privilege. 


3. Congress in drastically cutting business taxes now in 
order to stimulate business expansion has recognized that the 
time to stimulate the economy is now and that it is dangerous 
to procrastinate. 


The whole style of the postwar economy is being set now. 
The action of business on wages is determining whether we 
intend to maintain permanent prosperity on a broad base of 
mass purchasing power or whether we shall have a brief 
period of prosperity for the few followed by an economic col- 
lapse for all. In 1946, when the reconversion boom will be past 
its peak, and the cut in mass income will begin to shew its 
permanent effects, a revision of wages from present levels will 
be insufficient to check the drift toward collapse. We shall then 
be hell-bent for depression, and the moderate remedies which 
can be applied now will be insufficient then. 


4. A courageous stand on wages now will not destroy pro- 
fits but will result in greater long-run profits for business. 


Mass purchasing power is our new frontier, and only by 
developing this new frontier can business maintain the source 
of prosperity from which profits flow. This is not radical doct- 
rine—this is conservative doctrine. 


It has been emphasized by the Temporary National Eco- 
nomic Committee of the United States Congress. It has been 
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endorsed by the Roosevelt and Truman Administrations and 
their supporters in Congress. It is endorsed by such a body 
as the Brookings Institution: 


“Inadequate buying power among the masses of people,” it 
says, “appears to be fundamentally responsible for the persist- 
ent failure to call forth our productive powers. It has been 
shown that the standards of living desired for the American 
people as a whole can be attained only if we somehow greatly 
increase the national output of goods and services. Our prob- 
lem is to determine whether the flow of the income stream 
can be so modified as to expand progressively the effective 
demand for goods.” 


We repeat the statement of Secretary of the Treasury 
Vinson, reporting as Director of War Mobilization and Recon- 
version to the President July 1, 1945: 


“AMERICAN BUSINESS IS COMING TO REALIZE 
THAT A HIGH WAGE POLICY IS IN THE LONG-RUN 
INTEREST OF EVERYONE BECAUSE IT HELPS CREATE 
THE MARKETS NECESSARY TO MOVE GOODS FROM 
FARM AND FACTORY—TO STORE SHELVES—TO THE 
HOMES OF AMERICA.” 


PART I 


General Motors Corporation can pay a 30 percent 
increase in wage rates without increasing the prices 
of its products, and it can do it NOW. 


A. General Motors is one of the most profitable 
of American corporations. Its profit-making capacity 
has been consistently demonstrated throughout the 28 
years of its existence, and continues down to the 
present. The profits it earned before the war on pro- 
duction of peacetime products could have paid a sub- 
stantial increase in wages, without any increase in 
prices, leaving a high return on invested capital even 
at the relatively low levels of output that then pre- 
vailed. 
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Increased output and higher labor productivity on 
post-war production will even more readily permit of 
a 30 percent increase in wage rates. The rate of profit 
earned by General Motors undoubtedly will be large at 
this high volume of production. As its output ap- 
proaches capacity, or 2,800,000 passenger cars a year, 
it will make profits far in excess of any year in its 
history, possibly reaching $600,000,000 a year, after 
taxes, due to the rapidity with which its profits rise 
when its production increases, as revealed by analysis 
of its past performance. 

1. The automobile industry stands at the top of American 
industries in profitability. 


A report on profits of 2,187 industrial corporations by the 
Office of Price Administration'' shows the high standing of 
the automobile industry as a profit maker in the pre-war years 
1936 to 1939, inclusive, as follows: 

PERCENT EARNED ON INVESTMENT 


Before income After income 
taxes taxes 
Automobiles 20.6% 16.7% 
Durable goods manufacturing 10.2% 8.3% 
All manufacturing 9.9% 8.1% 
All companies 9.8%, 8.1% 
PROFIT PER DOLLAR OF SALES 
Automobiles 12.1c 9.8c 
Durable goods manufacturing 10.0c .8.1¢c 
All manufacturing 9.1¢ 7.5¢ 
All companies 8.4¢ 6.9c 


2. General Motors stands at the top of the automobile in- 
dustry and at the top of all corporations in the United States 
in sustained profit-making capacity. 

a. General Motors profits for the 1936-39 period'? compare 
with the foregoing data for the auto industry as follows:— 


GM INDUSTRY 
Percent earned on investment 
After taxes 17.7% 16.7% 
Profit per dollar of sales 
Before taxes 16.1c 12.1c 


After taxes 13.1¢c 9.8c 
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b. In its Report on The Motor Vehicle Industry (1939), 
the Federal Trade Commission noted that General Motors pro- 
fits from 1927 to 1937, inclusive, averaged “no less than 35.5 
percent.” The Commission also reported— 


“General Motors Corporation is often referred to as the 
world’s most complicated and most profitable manufactur- 
ing enterprise.” (p. 419). 

“General Motors earned more profits for its stockholders 

during the eleven years period 1927 to 1937, inclusive, than 

any other manufacturing corporation in the United States, 
but its total assets of $1,566,000,000 at the close of 1937 were 
slightly exceeded by a few other domestic corporations.” 

(p. 1060). 

General Motors is, and always has been, a prodigious money 
maker. 

c. One thousand dollars invested in ten shares of General 
Motors Corporation at its inception in 1917 has earned the in- 
vestor $930 a year in dividends and increase in value. This is 
a return of 93 percent per year on his original investment 
without one cent of additional outlay during the entire period." 


(1) Increase of shares owned. 


In 1917, 2 shares of common stock of GM Company could be 
bought for $1,000. These were exchangeable August 1, 1917, 
for 10 shares of GM Corporation. 


Since that date these original 10 shares have expanded 
through stock split-ups and stock dividends to 201 5/16 
shares of present General Motors common, without any ad- 
ditional investment by the shareholder, and without exer- 
cising the rights to subscribe offered in 1919 and 1920. 


(2) Cash dividends. 


Cash dividends have been paid every year on GM Corpora- 
tion common. The amount of these dividends, including the 
cash value of rights in 1919 and 1920, on the $1,000 invest- 
ment in 1917 are tabulated below. 


(3) Increase in value of holdings. 


In addition to cash dividends, the investor has shared in the 
increased value resulting from earnings retained by GM in 
its business. Present market value of the 201 5/16 shares 
which the investor now holds is $14,915.62, an increase of 
$13,915.62 over the original investment. 


| 
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28 YEARS OF EARNINGS ON 10 SHARES OF GM COR- 
PORATION COMMON COSTING $1,000 IN 1917 





Period Period Total Earnings 

beginning covered earnings per year 
1917 3% yrs. $ 515.00 $147.10 
1920 4 yrs. 575.12 143.80 
1924 2 yrs. 557.66 278.80 
1926 lyr. 624.84 624.80 
1927 1% yrs. 1,068.28 712.20 
1929 16—s yrs. 8,788.13 549.30 
28 srs. $12,129.03 $433.20 


During the 16 years beginning with 1929, depression 
and recovery were reflected as follows: 





1929-31 3 yrs. $1,935.00 $645.00 
1932-34 3 yrs. 806.25 268.75 
1935-38 4 yrs. 2,418.75 604.69 
1939-41 3 yrs. 2,217.19 739.06 
1942-44 3 yrs. 1,410.94 470.31 
1929-44 16 yrs. $8,788.13 $549.30 


(4) Total return on $1,000 in 28 years. 


The $1,000 invested in 1917 has received earnings, in cash 
and increased value, as follows: 


Cash returns $12,129.03 
Increase in value 13,915.62 
Total $26,044.65 


The average annual rate of return is $930 or 93 percent of 
the original investment. 


Even in 3 years of depression this investor’s cash return 
averaged $268, or 26.8 percent of his investment. 


In the war years 1942-44 he has averaged a cash return of 
47 percent. With the 1944 dividend rate extending into 1945, 
and with the market price of the stock rising, his total re- 
turn for 3% years of war has amounted to $1,713.10 in cash 
and $745.78 increased value, a total of $2,458.88, or at a rate 
of $702.54 per year—better than 70 percent on his invest- 
ment. 
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Snyder Says Wages Can Be Raised 
By Industry Without Price Increases 


With Overtime Gone, Costs Are Lower, He Tells Connecticut 
Manutacturers—Excess Profits Tax Will Help 


NEW HAVEN, Conn., Oct. 17 
— John W. Snyder, reconversion 
director, said today that because of 
decreased production costs “many 
industries should be able to grant 
wage increases that will not in 
turn mean price increases.” 


But, he added, a “sizeable num- 
ber” of others would have high pro- 
duction costs for some months yet. 

Addressing the annual meeting 
and reconversion conference of the 
Connecticut Manufacturers Asso- 
ciation, Mr. Snyder said the indus- 
tries which ought to be able to 
grant wage increases were those 
now in production who were bas- 
ing their prices “on the old cost 
of labor under the overtime condi- 
tions” which were done away with 
when the war ended. 


“The proposed reduction of the 
wartime excess profits tax, which 
took up to 85 per cent of the high- 
er wartime profits, will also assist 
industry to raise wages where 
necessary without raising prices,” 
he asserted. 


He conceded that for q “sizeable 
number of businesses” the task of 
retooling, finding new markets and 
evolving new patterns of distribu- 
tion would keep unit costs of pro- 
duction “relatively high” for some 
months. 


“Labor Demands Understandable” 


Declaring that with the end of 
overtime pay labor’s demands for 
higher wages were ‘“understand- 
able,” Mr. Snyder said: 


“The take-home price of the es- 
centials of life remains high; the 
workers’ take-home pay has fallen. 
Squeezed in that vise, the worker 
can do only two things—either he 
gets more money, or he has to re- 
duce his standard of living. With a 
reduced standard of living, he will 
buy less, the purchasing power of 
the market will suffer, and manu- 


facturers will feel it ultimately in 
reduced orders.” 

Whether wage increases could be 
granted, and to what extent, de- 
pended, Mr. Snyder said, on the 
answer to this “common_ sense 
question”’: 

“How much of an increase can 
the individual company afford to 
pay if it is left to meet its pay- 
rolls and stay in business?” 

He urged labor and management 
to work together to achieve cost re- 
ductions which could be passed on 
to workers in higher pay and to 
consumers in lower prices. 


Calls For Expanding Output 


Mr. Snyder said “reconversion” 
was an unfortunate term to de- 
scribe the phase through which in- 
dustry was now going because it 
carried with it a sense of going 
back. 

“We are going ahead,” he said, 
to try to expand our output to 40 
or 50 per cent above anything we 
ever accomplished before. 

“Increased employment will ex- 
pand markets and in turn make it 
possible to expand our production. 
To maintain full employment, and 
full production, we need a steady 
consumer demand that increases 
year after year. In 1940 we had 
our greatest pre-war production, a 
total of $97,000,000,000 in goods 
and services. During that year 
there were 47,000,000 men and wo- 
men at work in the country, in- 
cluding the armed forces—and we 
had 7,000,000 or 8,000,000 unem- 
ployed. 

“That was our greatest pre-war 
year, but we cannot afford to go 
back to that. Increased efficiency 
and the growth of our work force 
would mean that instead of 7,000,- 
000 or 8,000,000 unemployed, we 
would have millions more.” 


(From the New York Times of Oct. 18, 1943) 
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d. The long profit record of General Motors has continued 
down to the present and was strikingly demonstrated during 


the most recent period in which it was engaged in manufac- 
turing automobiles. '2 


Profits after taxes have yielded a high return on the net 
investment year after year: 


Annual 
rate of 
return on 
investment 


1933 9.55% 


Three-year totals 


1934 10.61 ‘ 37.8% of investment recovered 
1935 17.51 
1936 24.04 
1937 19,29 53.3% of investment recovered 
1938 9,93 
1939 17.38 
1940 18.01 53.4% of investment recovered 
1941 17.99 
1942 13.75 
1943 11.80 


38.7% of investment recovered 
1944 13.17 


In the last nine years GM earnings have paid back the 
stockholders’ investment in full and 45.4 percent in addition, 
a total return of 145.4 percent. 


Even in the four depression years, 1930 to 1934, when milli- 
ons of workers were unemployed, GM earnings provided an 
average return of 7% percent a year, or total earnings of 30 
percent on the stockholders’ investment. 


3. Out of its huge profits on automobile production before 
the war General Motors could have paid substantially higher 
wages than it did pay, without any increase in the prices of 


its products, and providing a high annual return to stockhold- 
ers. 


a. In its last six years of automobile production (1936 to 
1941 inclusive) General Motors earned almost as much in pro- 
fits as it paid out in wages to GM workers.'4 
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Profits before taxes (with which wages properly are com- 
pared, since GM pays no income tax on what it pays to | 
workers) from 1936 to 1941, totaled: 


$1,745,518,000 
Wages paid to hourly-rate workers totaled: 
$1,927,331,000 


THUS FOR EVERY DOLLAR PAID TO GM WORKERS | 
FROM 1936 TO 1941, INCLUSIVE, GM EARNED 91 _ | 
CENTS IN PROFITS BEFORE TAXES. 


b. General Motors could have paid 30 percent greater 
wages than it did pay from 1936 to 1941 and would have earn- 
ed an average net income after taxes of $132,000,000 a year— 
more than 12 percent a year on its investment.'4 


Cost of a 
30% increase Profits Profits after 
Year to hourly before deducting 30% 
workers taxes wage increase 
($1,000) ($1,000) ($1,000) 
1936 84,263 277,591 193,328 
1937 100,809 245,130 144,321 
1938 56,670 132,909 76,239 
1939 79,155 242,597 163,442 
1940 107,176 336,455 229,279 
1941 150,127 510,836 360,709 
578,200 1,745,518 1,167,318 


After paying estimated income taxes of $375,000,000 on 
these reduced profits before taxes, GM would have had net 
income after taxes of $792,318,000 for the six years. 


This is an average net income (after taxes and after paying | 
30% more in wages) of $132,053,000 per year. | 


During that period the average investment (net worth) of 
the Corporation (including contingency reserves) was 
$1,093,227,000. 


Therefore, GM’ stockholders could have received an annual 
return of 12.8 percent on their investment during these six 
years, while GM workers would have been receiving 30 per- | 
cent more in wages than they did receive. | 
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All this could have been done in a period when GM was pro- 
ducing on the average only 1% million passenger cars a 
year. Now we shall look at its best production year, and at 
the future. 


THE WORLDS MOST PROFITABLE CORP 
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GM could have paid 30% more to workers than it did pay 
from 1936 to 1941 and its stockholders still would have earned 
13 per cent a year on their investment in GM after taxes. 


ce. In its latest and greatest year of automobile production, 
1941, General Motors Corporation actually received more in 
profits (before taxes) for each man-hour worked by GM 
workers than it paid out in wages.'4 


Total payroll of hourly-rate workers. .$ 500,422,000 


er Se ee ee See eee $2,436,801,000 
Operating profits, before taxes....... $ 486,087,000 
Total profits, before taxes........... $ 510,836,000 


Dividing each of these by the total man-hours (469,225,000) 
worked by hourly rate workers in 1941, the result is:— 


ND oo ast en ke cla Van ih Oaks be OUR $1.07 per man-hr. 
Re OLAS . DFSS SP Sy ica aia ele oe $5.19 per man-hr. 
Operating profits, before taxes........... $1.04 per man-hr. 
Total profits, before taxes ............... $1.09 per man-hr. 


The GM worker produced $1.07 for his family and $1.09 
for GM every hour he worked in 1941, 
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d. The profits made by General Motors Corporation in 
1941 (its last and largest year of automobile production) prove 
that it can now pay the 30 percent increase in wage rates we 
demand and still make record breaking profits. 


This can be shown by the following approximate calcula- 
tion of adjusted costs and profits on the basis of 1941 output 
which makes no allowance for the economies of anticipated 
high volume of output or for increased labor productivity: 


(1) To adjust for present wage demands as compared with 


1941— 
The 30 percent wage demand calls for an 
average hourly rate of approximately............ $1.45 
Average hourly wage paid in 1941 was.......... 1.07 


The increase of 38c per hr., or 35.6%, 
would increase the $500 million wage bill 
SN Sy BES. Sonik dps ool. 0 e me. $178 million 


(2) To adjust for material cost increase since 1941— 


Basic materials used in the manufacture 
of automobiles have increased in price 
since 1941 by less than 5 percent.'° But 
assuming an increase of twice that 
GEPGMID OLS GING. CARY JAOLRSI SM GOL 10% 


And assuming GM’s material cost 50 per- 
cent of net sales, a high estimate for the 
automobile industry, the material cost in 
1941 would have been .................. $1,200 million 


Resulting increase over 1941 in cost of 
materials would have been............. $120 million 


(3) To adjust for automobile price increases 
since 1941— 


Prices of the 1942 models of GM automo- 
biles exceeded average prices received in 
the year 1941 by approximately'’®......... 9% 


Applying this increase to total 1941 sales 
aaa a a a A a ces Shh $2,437 million 


Increase over 1941 sales at 1941 rate of 
SUR CIEE OSs Se alg do sersiviates oso 3 $219 million 
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(4) Effect on 1941 profits— 


GM profits before taxes in 1941 were.. $511 million 
Adjusting these for— 
Increase in sales of $219 million 


Less increase in wages 178 million 
—and materials 120 


$298 million 


Results in a reduction of 1941 profits 
OF Lisnin i 94k, aoedlsi dae-etyones * ecade-sads 79 million 


Leaving profits before taxes of.......... $432 million 


This approximate adjustment to allow for a 30 percent in- 
crease in present wage rates, and increases of 9 percent in 
automobile prices and 10 percent in material costs over 1941, 
shows that even at the low production level of 1941 (1,860,000 
passenger cars—two-thirds of capacity) GM could have pro- 
fited as follows: 


1. Profits before taxes of $432 million. These would be 
greater than the profits before taxes in any year of GM 
history except 1943 and 1944. 


2. Profits after taxes amounting to $261 million. These 
would be the largest take-home profits in any year of GM 
history except 1928. 


3 But, the assured increase of 50 percent in car and 
truck production should increase the foregoing profits by 
a minimum of 50 percent, so that profits before taxes are 
raised to $648 million, and profits after taxes become 
$400 million. Such take-home profits exceed by $150 mil- 
lion the best previous profits in GM history and are more 
than double its average profits of the last ten years. 


4. At the C. E. Wilson press conference in Detroit, October 
19, 1945, GM division heads predicted they -will be pro- 
ducing passenger cars by March, 1946, in numbers that 
add up to a 70 percent increase over GM’s previous record 
output, 1941. In that event GM profits should reach the 
stratospheric figures of $730 million before taxes and 
$470 million after taxes, with a 30% increase in wages 
and with no increase over 1942 model prices. 


22805 O—58—pt. 7——-8 
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5. Again it is emphasized that these results make no allow- 
ance whatever for 


a. Increased economy and profitability resulting 
from increase in the volume of output from 
1,860,000 cars in 1941 to capacity output in the 
postwar years. 


b. Increased labor productivity resulting from tech- 
nological improvement of plant facilities, tools 
and processes. 


This conservative estimate on the basis of 1941 perform- 
ance proves that there can be no question of the ability of 
General Motors to pay 30 percent higher wage rates without 
raising prices on postwar high-volume production, and to earn 
very substantial profits while doing so. 


B. What General Motors has done in pre-war 
years it can, and will, do in post-war years. It will do 
even better. Its long established capacity for making 
profit will be greatly enhanced by the large and vir- 
tually guaranteed markets that await its post-war 
production. This increased volume of output together 
with higher labor productivity in post war production 
will greatly increase the profits which GM will earn 
on each hour worked by every GM worker, and there- 
fore will reinforce its ability to pay 30 percent higher 
wage rates without any increase in the prices of its 
products. 


1. The automobile industry predicts that it wi'l operate 
at capacity (6,000,000 passenger cars and 1,500,000 trucks per 
year) for at least three years, and will be in capacity produc- 
tion by June 1946. 

George Romney, General Manager of the Automobile Man- 
ufacturers Association, speaking in New York on September 
20, 1945, said: 


“Several market surveys conducted independently by indi- 
vidual manufacturers indicate an immediate demand for 
about 18 million passenger cars—exclusive of trucks and 
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busses. Based on company production plans, this probably 
represents about three years’ output, but during those three 
years approximately 12 million cars will be scrapped. This 


will leave our national car inventory substantially below 
prewar levels. 


“I estimate that the number of cars registered will rise to a 
40 million level by 1960. It does not appear likely that cur- 
rent and pent-up demands will be met before 1952.”'” 


Eleven manufacturers of automobiles reporting to the War 
Production Board in August 1945'® estimated that their pro- 
duction in June 1946 would be—— 


504,452 passenger automobiles. 


In 1940 and 1941, approximately 45 percent of all new 
cars and trucks registered in the United States were manu- 
factured by General Motors.'? 


General Motors proportion of the anticipated capacity out- 
put will therefore be approximately :— 
2,800,000 passenger cars. 
500,000 trucks. 


C. E. Wilson, President of General Motors, stated in an 
article in Commercial and Financial Chronicle, December 14, 
1944, that the postwar demand for automobiles may be 150% 
of the best pre-war year. On this basis, General Motors 
should produce :— 

2,796,000 passenger cars. 
590,000 trucks. 


Predictions made by GM division heads at the C. E. Wilson 
press conference add up, as noted above, to a much higher 
figure. By March, 1946, according to their statements total GM 
output per year will then be at an annual rate of— 


3,200,000 passenger cars. 


2. High postwar output will prove even more profitable 
for General Motors than its richly profitable operation before 
the war. This is shown by the trends in General Motors 
wages, prices and profits from 1936 to 1941. Even at the 
low levels of production then prevailing, a rise in output 
over the period revealed the ability of the Corporation to in- 
crease wages as compared with prices and to realize a great 
increase in profits while doing so. 
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Figures published in GM annual reports show—— 


Percent 
1936 1941 increase 
Sales value per unit .......... $771 $900 16.6 
Wages per man-hour ........... $.777 $1.067 37.3 
Operating profits per unit....... $135 $179 32.3 
Total profits, before taxes 
(MMRTRSGMIGOR SAN erases e el. $277 $426 61.0 
Units produced (thousands).... 1,867 2,257 21.4 
Units per thousand man-hours.. 5.16 5.77 11.8 


While GM wages increased more than twice as much as 
sales value per unit from 1936 to 1941, GM operating profits 
per unit increased 32 percent and total profits increased 61 
percent. Why? Because total output increased 21 percent and 
output per man-hour increased 12 percent. 


(Note: Units are cars and trucks sold to dealers in U.S.; Sales are 
total net sales excluding sales of war materials in 1941; Operating pro- 
fits are profits on sales as reported by GM. All 1941 data, except units 
sold, are reduced by one-sixth to adjust for sales of war materials which 
accounted for one-sixth of total sales in that year.) 


3. When the full effect of the planned increase in output 
on GM’s profits is taken into account, it becomes evident that 
it will make tremendous profits in the first full year of post- 
war production, even after a 30 percent increase in wages and 
no increase in prices. 


Analysis of past GM performance establishes, for an out- 
put of 2,800,000 passenger cars and 500,000 trucks in the first 
full year of post-war production, the following profit poten- 
tialities under various assumptions. (See Appendix for des- 
cription of the analysis on which these estimates are based): 

(1) Assuming— 
30 percent increase over present wage rates: 
1942 model prices: 
15 percent increase over 1941 material 
prices: 
Then— 
GM profits before taxes will be............ $560,000,600 
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(2) Assuming— 

30 percent increase over present wage rates: 

1942 model prices: 

5 percent increase over 1941 material prices: 

Then— 

GM profits before taxes will be........... $728,000,000 
(3) Assuming— 

Present wage rates: 

1942 model prices: 


5 percent increase over 1941 material prices: 
























5 
5 Then— 
GM profits before taxes will be............ $956,000,000 
Note that, when Congress cuts the tax rate to 36 percent, 
the foregoing profits before taxes will yield profits after taxes 
e of $358 million, $466 million, and $605 million, respectively. 
= 
S 
h 
PROFITS OF FULL PRODUCTION 
"1 1928 2s I946 
t GM's MOST WITH 30% 
PROFITABLE . STOCKHOLDERS WAGE 
: YEAR INCREASE 
$ 275,000,000 $ 450, 000000 
t- 
st 










2,800,000 


CARS 


ARS 
; no 






" RATE 


Profits in GM’s most profitable year will be dwarfed by its profits 
on capacity output in the first full year of post-war production. 











At the 3,200,000 car output predicted by GM officials the 
profits indicated by our analysis under the foregoing assump- 
tions will be: (1) $680 million before, $430 million after taxes; 
(2) $880 million before, $560 million after taxes; (3) $1,100 

90 million before, $700 million after taxes. 
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These stratospheric profits would compare as follows with 
GM’s highest profits after taxes in its most profitable years: 


1927 $235 million 
1928 nee 6377 
1929 a. .~ 
1936 238“ 


These estimates of GM’s postwar profit potentialities make 
allowance, as shown in the Appendix, for the rising rate of 
profit per car that can be expected as output goes up to capa- 
city levels. No allowance, however, has been made for the prob- 
able large increase in labor productivity during the next two 
or three years. The ayalysis assumes productivity at the level 
that could have been expected on automobile production in 
1942. 


4. In its post-war production GM can make as much pro- 
fit, before taxes, as in the best profit year of its history 
(1941) even though producing at less than capacity, and even 
though paying 30 percent higher wage rates than it now pays. 


Our analysis of GM operations in the past justifies the fol- 
lowing expectations as to the ease with which GM can equal 
its record profits of 1941. 





Passenger Percent 
Cars of GM 
—--— Capacity 
100 percent of GM capacity.......... 2.8 million 100 
Assuming: Present wage rates, 
1942 model prices, 
5 percent over 1941 material 
prices, 
Then: GM could make 1941 profits 
while producing only .. 1.8 million 64 


If wage rates are increased 30 percent, 
GM can still equal its 1941 record profit 
pomieiag S i8 FOOTE PE I 828 TERI OS 2.2 million 80 


This 1941 profit before taxes, after Congress reduces the 
corporation tax rate to 36 percent, as expected, will leave GM 
with the large profit, after taxes, of $327 millions, which is 
20 percent greater than the highest net income in its history 
(1928). This would provide a return of better than 30 percent 
on its net worth in a single year. 





ADMINISTERED PRICES 3429 








































GM is therefore well protected as to profits. It can pros- 
per even though production of cars to the public is curtailed 
and workers are laid off from GM plants. GM can’t lose. 


~ 


5. But profits, the Corporation asserts, have no relation to 
wages. Prices and profits, it says to the workers, “are none of 
your business.” 


It refuses to discuss prices and profits with the Union, 
although the demand for a 30 percent wage increase is spe- 


PRESIDENT TRUMAN SAYS— 

BOTH MANAGEMENT AND LABOR must keep on exploring these 
developments and determine from time to time to what extent costs 
have been reduced and profits have been increased, and how 


far these can properly be passed on in the form of increased 
wages. 





—ADDRESS TO THE NATION, OCT. 30, 1945 





cifically based upon proof that these higher wages can be paid 
out of GM profits without any increase in GM prices. 


Is the Corporation justified in its refusal to talk about 
prices and profits in relation to wages? Let’s see. 


a. Its present position is not supported by its own past 
statements. For several years the GM annual report to stock- 
holders stated clearly and correctly the intimate connection of 
wages and prices, and the effect of both upon the nation’s 
standard of living. 


“The wage level in relation to prices is important. Too 
many are of the belief that the wage level is at the discretion 
of management—that there is no ceiling other than that which 
management seeks to establish arbitrarily. Such an approach 
is far from a realistic one. As a matter of fact, the problem 
which confronts the national economy is how to establish the 
essential balance between the component parts of productive 
enterprise, so that there may result the greatest productivity 
to the end that more of the people may have more that will 
add to the comforts and pleasures of living. In other words, 
the wage level is part of a great economic problem affecting 
all. The trend of General Motors wages over the years has 
been steadily upward. Increased wages and reduced prices 
are possible only through the capitalization of technological 
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progress, supported by a constantly improving operating 
technique, thus reducing real costs. It is to be regretted that 
this fact is not more generally appreciated.” '’ 


b. It is vigorously contradicted by John W. Snyder, Di- 
rector of War Mobilization and Reconversion, who on October 
17, 1945, stated to the Connecticut Manufacturers Association: 


“Whether wage increases can be granted, and to what 
extent, can in the final analysis only be judged by asking a 
common-sense question, ‘How much of an increase can the 
individual company afford to pay if it is to meet its payrolls 
and stay in business?’ If a company cannot stay in business, 
obviously it cannot continue to employ workers. 


“In view of these practical limitations upon wage in- 
creases, both management and labor should continuously 
study the picture to see whether, and to what extent, cost 
reductions can be passed along to the worker in the form of 
higher wages and to the consumer in the form of lower 
prices.” 


c. It is challenged by C. F. Hughes, editor of the New 
York Times business page, who in his column, The Merchant’s 
Point of View, October 21, 1945, said: 


“It is very much a question whether management can 
sidestep discussion of profits on the grounds that ‘profits 
and the ability to pay wage increases,’ is none of labor’s busi- 
ness. Since industry does not fail to press the bearing of 
prices on profit, it cannot very well deny the relationship of 
prices and wages. Obviously, profits can be the determining 
factor in that relationship, especially when competition is 
not.too severe.” 


Hughes then goes on to quote the statement in this brief 
that the Union has rejected any proposal for wage increases 
based'on price increases, applauding it as being “decidedly in 
the public interest.” 


d. It is at odds with the trade magazine, Business Week, 
which in its issue of October 20, 1945, writes: 


“Unwilling as both labor and business may be to wait for 
the detailed cost analyses, there would seem to be no alterna- 
tive other than a case-by-case approach to the problem, if the 
Administration is determined upon any kind of an effective 
inflation control program.” 
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e. It is contrary to the findings of the U. S. Department 
of Commerce, quoted by the American Federation of Labor in 
its September-October 1945 issue of Labor’s Monthly Survey, 
as follows: 


“Wages increase without raising prices: The chart below 
shows that while average hourly earnings of factory workers 
rose 90% from 1926 to June 1945, wholesale prices of the 
goods they manufactured were only 2% higher in June 1945 
than in 1926. 


WAGES RISE RAPIDLY, BUT PRICES RISE SLIGHTLY OR NOT AT ALL 
200 





--@ 
RATIO SCALE HOURLY EARNINGS~ ff 4°” 
: (NOEX, 1926 #100 (INCLUDING OVERTIME) “YF 
t 4. 
o™ 
7 STRAIGHT- 
c TIME HOURLY 
? EARNINGS 
@- 
i 00 e e Seeeeteees, spree 
90 *e, Ve a 
7 
* ao” “ecccccet™ @ JUNE 1945 
80 Ss ee” 
og” NN WHOLESALE PRICES, 
" 70 Sey “sees? MANUFACTURED PRODUCTS 
I 
1923 "24 '25 '26'27 ‘28 ‘29 '30 31 "32°33 '34 °35 '36 °37 "38°39 ‘40 ‘41 "42°43 °44 ‘45 
le 
f “The U. S. Commerce Department comments: ‘This was 
f accomplished under wage-price relationships favorable to 
g profits’, and on the outlook for wage increases now it states: 
7 ‘Though average hourly earnings . . . have been rising faster 
than prices, business profits have reached unprecedented 
of amounts. The reason for this situation, of course, is the very 
28 high volume of production which has been attained. The fact 
in that the unusually large volume of corporate profits was gen- 
erated under current wage-price relations suggest the feas- 
k ibility of further wage adjustments in the light of the pros- 
, pects for good business activity in the near future.’° In other 
words, wages can continue to rise without causing price in- 
or flation if reconversion proceeds rapidly and business volume 
a- reaches high levels.” 
he ‘ i ‘ ‘ ; 
: 6. GM profits on capacity production will so greatly ex- 
vi 


ceed pre-war profits as to justify a 3-way split of the excess 
profits: 
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1. 30 percent increase in wage rates. 
2. Reduction in the price of cars. 


3. Increased take-home profits to the Corporation. 


This can be shown by the following estimates based upon 
1941 performance. The estimates are extremely conservative 
because they make no allowance whatever for the higher rate 
of profit that results from the economies of high volume pro- 
duction, nor for the savings that will result from increased 
labor productivity. 


In Part II, Section A, Subsection 3.d. of this Brief, it 
has been shown that the union’s present wage demands and a 
10 percent increase in material prices since 1941 would re- 
duce the profits of that year to $432 million, before taxes. 


Increase of output by 50 percent will increase these pro- 
fits by a minimum of 50 percent, to a total of $648 million. 


After paying U. S. income taxes at the new rate of 36% 
and foreign income taxes of approximately $15 million, GM 
would have profits after taxes of $393 million. 


Setting aside the average annual take-home profits earned 
by GM before the war (1936-39), which amounted to $183 
million, there could be split between stockholders and con- 
sumers a sum of $210 million, after taxes. 


On a fifty-fifty split of this sum, stockholders would 
receive an additional $105 million in profits after taxes. 
Added to the $183 million already set aside, this will give 
them $288 million, which compares with $276 million in the 
most profitable year of GM history (1928), and with an aver- 
age of $177 million over the last ten years. 


The $105 million allotted for reduction of prices to con- 
sumers would be available for that purpose on a pre-tax 
basis, since GM income taxes would be reduced by such 
action. On a pre-tax basis the $105 million is equivalent to 
$164 million. 


Assuming that postwar sales will be 50 percent greater than 
the best pre-war year, and that Chevrolet passenger cars ac- 
count for 40% to 45% of GM total sales,?' the $164 million 
available for price reduction would permit a cut of 12 to 13% 
percent from the 1942 price of Chevrolets. 
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This would cut approximately $100 from the $800 price 
of Chevrolets in 1942, f.0.b. Detroit. 







UNION PROPOSES 3-WAY SPLIT 
tue G.M. way: tHe VAW way: 


TOTAL POST-WAR GAIN TAKE-HOME PROFITS 


GOES TO STOCKHOLDERS SPLIT 3 WAYS 


Ce Cette: scone cntinbaiectani tail 
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TAKE-HOME PROFITS 
PROFIT... 1936-39 ALSO ACCRUE TO 
STOCKHOLDERS 
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UAW-CIO has proposed to GM a 3-way split of its large profits 
on post-war production—30% wage rise to maintain take-home 
pay of workers; lower prices to consumers on Chevrolets; large 
take-home profits to GM and its stockholders. 









If GM salaries, as well as wages, were raised 30 percent, 
stockholders would share in a net profit, after taxes, amount- 
ing to $268 million, and the price of Chevrolets could be 
reduced approximately $80, f.o.b. Detroit. 








A profit of $268 million, after taxes, is well above the 
average earned by GM during the last 10 years, and has been 
exceeded only once in GM history, 1928. 







These estimates make no allowance for economies and 
higher rate of profit due to 50 percent increase in output, nor 
for increased labor productivity. 
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C. General Motors Corporation can pay a 30 per- 
cent increase in wage rates NOW, and without incre- 
asing the prices of its products. 


Its peacetime production is more profitable than 
its war production. 


It is well provided with cash reserves and can 
claim refunds of past taxes from the U. S. Treasury 
if its income falls. 


It will share in the liberal tax relief for big corpo- 
rations which Congress is now preparing. 


Its financial condition has been greatly strength- 
ened by three years of operation on government con: 
tracts. 


It can prepare for peace production at minor cost, 
and has equipped its plants with the finest of new 
facilities and equipment at public expense during the 
war. 


It can pay 30 percent higher wage rates and still 
ret into profitable production of cars and trucks well 
before its volume reaches capacity. 


1 General Motors stands not to lose, but to gain, by re- 
conversion from wartime production to peacetime production. 
Its record proves that peacetime production has been, and 
will be, more profitable to General Motors than war production. 


It was shown above that GM net profits after taxes pro- 
vided the following aggregate returns on its investment in 
three-year periods of war and peace:!? 


3 war years, 1942-1944................. 38.7% of net worth 
3 years, chiefly peacetime production, 

a Pe oe er ee oe 53.4%“. “ $ 
3 peacetime years, 1935-38.............. 2.3%... %., * ¢ 


It will be recalled that General Motors, in company with 
other automobile manufacturers, strongly resisted the pro- 
posal that it convert its plants to war production.2? It said it 


ill 
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could not be done. The UAW-CIO insisted it could be done, 
and eventually the government directed the industry to do 
what the union had proposed. 


The auto industry went to war reluctantly. The above 
profit figures show why. It cannot now claim hardship upon 
being released to go back to the highly profitable production 
of automobiles and refrigerators. It cannot claim inability to 
pay higher wages with new highs in peacetime profits imme- 
diately ahead of it. 


2. General Motors is financiaily well able to raise wages 
30 percent NOW in anticipation of profitable production with- 
in a few months. 


a. Although war profits after taxes have averaged less 
for GM than its extraordinary high peacetime profits, the 


PRESIDENT TRUMAN SAYS— 


HOWEVER, THERE ARE IMPORTANT LIMITS upon the capacity of 
industry to raise wages without getting price increases. Let me put 
industry’s position before you. 


Industry has many risks and problems ahead that labor must 
recognize. For many companies, war-time products which were 
very profitable will have to be replaced by civilian products which 
will not be so profitable. 


Labor must recognize these differences and not demand more 
than an industry or a company can pay under existing prices and 


conditions. 


It has a stern responsibility to see that demands for wage in- 
creases are reasonable. Execessive demands would deny to in- 
dustry reasonable profits to which it is entitled, and which are 
necessary to stimuviate an expansion of production. 


The extent to which industry can grant wage increases without 
price increases will vary from company to company and from 
industry to industry. 


What can be paid today when we are on the threshold of our 
post-war production will be different from what can be paid next 
year and the year after, when markets have been established and 
earnings have become apparent. 


—ADDRESS TO THE NATION, OCT. 30, 1945 


war has been generous to GM and has greatly improved its 
financial condition and its ability to pay increased wage rates 
now, without any increase in prices. 
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(1) GM has been operating during the war in large part 
with government plants, costing nearly $650 million of tax- 
payers’ money but requiring no risk or investment on the 
part of General Motors.” 


(2) Meanwhile, out of war profits, it has written off the 
value of its own plants liberally.” 


Book value of property, plant and equipment 

January 1, 1942 $851,707,000 
Depreciated value at January 1, 1942 409,874,000 
Subsequent net additions at cost 114,237,000 


Depreciation during 1942-44 225,000,000 
Net book value December 31, 1944 299,000,000 


In October 1944 Alfred P. Sloan, Jr., stated that the GM 
$500 million postwar reconversion and expansion plan will 
be financed in part with funds obtained from these depreci- 
ation reserves.25 


(3) Net working capital has increased from $500 million 
January 1, 1942, to $908 million December 31, 1944, an 80 
percent gain that provides GM with increased cash resour- 
ces in the amount of”4 $403,387,000 


(4) During the three years of war, 1942 to 1944, dividends 
paid have totaled $333,697,000 and net worth has increased 
196,779,000, a total gain to stockholders of?4.. $530,476,000 


(5) Other war gains, not reflected in net income of the 
corporation include :%4 


Depreciation of war facilities above normal 
$32,270,000 
Write-off of “special tools” in 1944 
Write-off of total investment in enemy and 
enemy occupied countries $48,820,000 
Income of foreign subsidiaries not remitted 
due to exchange restrictions $11,429,000 


Additional hidden earnings through appreciation are in- 
dicated in the investment account. The report states that the 
$13,617,621 valuation (Dec. 31, 1944) of the GM investment in 
its wholly-owned subsidiary, Vauxhall Motors, Ltd., of England, 
is at cost and does not give effect to undistributed earnings 
of that company accumulated since December 31, 1939. 
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Investments in Ethyl Corporation, Bendix Aviation Corpo- 
ration, North American Aviation, Inc., and Kinetic Chemicals, 
Inc., totaling approximately $40 million at Dec. 31, 1944, “are 
carried at cost adjusted to include the Corporation’s proportion 
of undivided profits or losses at December 31, 1935, and net 
decreases in its equities since that date or net recoveries of 
losses absorbed to that date.’”’ What this accounting jargon 
may be attempting to state is doubtful, except that it appears 
that increased equities in these companies since 1935 are not 
reflected on the books of General Motors. 

















Common stock of the National Bank of Detroit owned by 
GM was carried on its books Dec. 31, 1944, “at cost,” or 
$6,375,000. In 1945 GM sold this stock, reporting a profit on 
the sale of $13,958,000 on the transaction. This may give some 
idea of unrealized, also unreported, gains by GM on the invest- 
ments noted above. 


(6) GM reports to stockholders in 1942 give numerous 
examples of the improvements made to its facilities while 
operating profitably under war contracts. A recital of a 
few of these as described by GM shows clearly the value of 
these improvements for peacetime production: 






















“At Buick, a newly designed electric welding machine 
makes it possible to speed up welding of Diesel engine 
crankshaft balancers from 3 to 36 per hour. 






“Armasteel castings supplant steel forgings, save large 
quantities of vital materials and many man-hours of mach- 
ining time because there is less excess metal to be re- 
moved. 






“New multiple spindle drills perform 14 lapping operations 












0 

5 simultaneously, superseding single radial drill operation. 
“Slide plates originally milled individually were pressed 

0 nine at a time. This process was later improved by stamp- 
ing the plates on a punch press, using five men for the 

0 operation instead of forty... 

- “Electric riveting, replacing the conventional cold ham- 

e mer method, halves the production time on the riveting 

n operation...” 

d, C. E. Wilson told the Truman Committee of the United 

Bs States Senate in 1943 of the corporation’s increased produc- 





tion facilities: 











3438 ADMINISTERED PRICES 


“We had about 75,000 machine tools in GM in 1940. We 
now have under our control 143,774 as of November 8, 
1943 . . . 85,838 belong to GM .. . 56,708 of them belong to 
the Government.” In addition, he stated that the govern- 
ment had constructed 1214 million square feet of new 
plant facilities for the Corporation as of that date. 


The 1942 annual report to stockholders states that $30,- 
743,176 of additions to plant and property in that year are 
“required for war production but are considered usable 
after the war.” Total new additions of property, plant and 
equipment in the threee war years for company account 
were $226,840,000.74 


b. While the war has been generous to GM, the officers 
and directors of GM have been generous to themselves.”4 


GM officers and directors received salaries, bo- 
nus, commission and other compensation in- 
cluding “allowance for living expenses,” during 
the war years (1942-44) for a total of approxi- 
NE in gee eo ite eet ee eee dei $13,500,000 


Other employees receiving compensation in ex- 
cess of $75,000 a year were paid during these 
three years a total of approximately............ 4,500,000 


Total war remuneration of top personnel was 
nr. a) gi te, SOC S URS SoS h ops on $18,000,000 


In 19438, 21 top officers received total compensation of 
$4,926,018, or an average of $234,572 each. This was 46.8 
percent more than these same officers received in 1939, when 
their average compensation was $159,825 each.?6 


Out of the 1943 bonus paid to 3,983 salaried employees, 
amounting to $3,035,761 in cash and 81,006 shares of GM 
stock worth $4,212,312, some 50 officers and directors (who 
approved the bonus) took 25 percent, amounting to $1,793,385 
in cash and stock.” 


Highest paid employee of General Motors is Charles E. 
Wilson, President. In 1943 he received total compensation of 
$459,041, an‘increase of 94 percent over the $236,584 he re- 
ceived in 1939. His 1943 compensation, amounting to $8,847 
a week, or $177 an hour, pays him as much for 8 hours as 
thousands of GM workers are paid for a year’s work.” 








ho 
85 
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It is this same 459-thousand-dollar Wilson who, in his 
letter of October 3, calls “unreasonable” our demand for a 30 
percent increase in wage rates to maintain the $2,985 annual 
take-home pay of the average GM worker. 


30% INCREASE "UNREASONABLE'—CHARLES E. WILSON 


WORKER'S WAGES 
PER WEEK * 


“For all the above reasons, we reject your unreasonable de- 
mands.” Letter of C. E. Wilson to Walter P. Reuther, Oct. 3, 
1945, in reply to the Union’s demand for 30% increase in wage 
rates without increase in prices. 


In 1942, as a result of a suit by GM stockholders, various 
officers and directors and large stockholders were required 
to return to the Corporation $4,500,000 which they previously 
had paid themselves as a bonus.”4 


In 1945, presumably in order to avoid a repetition of this 
embarrassing occurrence, the by-laws of the Corporation were 
amended so that ratification of any action of directors can be 
obtained in a stockholders’ meeting where 30 percent of the 
outstanding voting stock is represented. A statement issued 
under regulations of the Securities and Exchange Commission 
reveals that “officers, directors and their associates” control 
30 percent of the GM voting stock.2”7 The members of GM’s 
Bonus and Salary Committee in 1944 were: Lammot du Pont, 
Chairman; Henry B. du Pont, John L. Pratt, John J. Raskob 
and George Whitney.” ; 


22805 O—58—pt. 7——9 
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It is the considered judgment of UAW-CIO that no future 
refund of bonuses voted to GM officers and directors by GM 
officers and directors is to be expected. What price democracy 
among GM stockholders? 


The GM annual report to stockholders for 1943 omitted, for 
the first time in many years, the section on executive manage- 
ment compensation. “The details are omitted for the sake of 
brevity,” the 1943 report states, noting that “there has been 
no significant change” in the level of compensation which 
would materially affect the relationships of executive compen- 
sation to common stock capitalization, sales, profits and pay- 
rolls.?? 


The Executive Management Compensation section in the 
1942 report to stockholders® listed the three top-pay executives 
of General Motors as follows: 


1941 
Highest remunerated executive (not named)— 

Salary $149,328 
Bonus awarded 178,249 
$327,577 
Second highest remunerated executive (not named)— 
Salary $100,000 
Bonus awarded 174,288 
$274,288 

Third highest remunerated executive (not named)— 
Salary $100,000 
Bonus awarded 134,677 
$234,677 


Total compensation for 1943 reported by the U. S. Treasury 
for three top-pay executives of General Motors in 1943 was 
as follows: 


Highest remunerated executive, Charles E. Wilson— 


Salary $150,000 
Bonus awarded 289,695 
Other compensation 19,346 


$459,041 





S 
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Second highest remunerated executive, Ormond E. Hunt— 


Salary $100,000 

Bonus awarded 252,753 

Other compensation 6,766 

$359,519 

Third highest remunerated executive, Albert Bradley— 
Salary $100,000 

Bonus awarded 230,050 

Other compensation 14,022 
$350,432* 


*Albert Bradley’s total compensation from GM includes, the U. S. 
Treasury reports, an “allowance for living expenses” in the amount 


of $6,360. 

3. General Motors can’t lose. The United States govern- 
ment generously protects the interest of GM stockholders 
through provision for tax refunds that put a floor under pro- 
fits during the period of transition to profitable peacetime 
production. 

a. In the event of a net loss this year or next, General 
Motors may claim a refund from the Treasury of part or all 
of the $200,000,000 of normal income taxes it has paid during 
two years. However, the prospect of loss is remote. General 
Motors has failed to earn a net income in only one year of its 
28-year history, 1921. 


b. In the event GM profits before taxes fall below $220,- 
800,000 during this year or next, it can claim refunds from 
the U.S. Treasury up to a maximum of $160,000,000 in two 
years. 


4. Congress is promptly providing a bonus to big business 
through tax reductions. Repeal of the excess profits tax and 
reduction of the maximum corporation income tax from 40 
percent to 36 percent will undoubtedly be approved, after 
Senate and House have decided which is to take major credit 
for this bonus to business. 


A measure of the forthcoming tax relief to General Motors 
is indicated by the following: 





Federal Tax at Saving 
tax paid 367% rate to GM 
(in millions of dollars) 
they dived geqegtl AP Apocn 275.4 158.9 116.5 
Ses Genes «Mi ce wikvebs Mes 258.0 160.1 97.9 


Oe Serwls a o's 84 0 Ws in bdo Wd 275.5 177.2 98.3 
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(FROM THE DETROIT FREE PRESS OF OCT. 25, 1945) 


U.S. Experts Say Pay Can Rise 
24 Pct. Without Price Boost 


Industry Still Could Profit, 
They Claim 


Truman Studies Economists’ Survey 


WASHINGTON — (UP)—Pres- | 
ident Truman conferred with the | 
Reconversion Advisory Board on a 
finding by Government economists 
that industry can afford to raise 
basic wage rates at least 24 per 
cent without increasing prices. 


Mr. Truman and the twelve-man 
panel discussed the estimate in 
light of the Administration’s quest 
for a new wage-price formula to 
cure the nation’s reconversion ills. 


The President is expected to 
announce a policy soon. 


The economists who prepared the 
report are from John W. Snyder’s 
Office of War Mobilization and 
Reconversion. They undertook the 
task at the request of the advisory 
group headed by O. Max Gardner, 
former North Carolina governor. 


STATISTICS submitted to the 
board by Government economists 
said that industry will save 10 per 
cent of its earnings by repeal of 
the excess profits tax, 9.5 per cent 
by partial elimination of wartime 
incentive premiums and 4.5 per cent 
by reductiion of wartime overtime 
pay. 

Their report said this saving 
could be used to raise wages 
without reducing wartime profit 
levels. 

They recommended that the 
average hourly earnings in each 
industry be restored to the April, 
1945, rate by early next year. 

Even with this 


increase. they 


said, industry's total wage bill still | 


will be more than 20 per cent be- 
low that of last April. 


CIO UNIONS in mass produc- 
tion industries are demanding a 
30 per cent wage boost to main- 
tain take-home pay at wartime 
levels. 


The board said that in addition 
to measurable savings in indus- 
trial earnings, certain intangible 
factors such as increased pro- 
ductivity, will contribute to in- 
dustry’s ability to pay higher 
wages. 


The report said that the figures 
did not take into account differ- 
ences between various industries, 
regions and occupational groups. 


It did not exclude the possibility 
of price increases for marginal 
manufacturers. 


IT DID TAKE into account, 
however, that civilian goods will 
be manufactured at a lower profit 
margin, that there will be a costly 
labor turnover and that a high- 
unit-cost may prevail during the 
early stages of an industry’s re- 
conversion to civilian output. 


Industry’s ability to pay was 
measured against labor’s loss of 
take-home pay and the prospect 
that unemployment will _ total 
8,000,000 persons by next April be- 
cause of war cutbacks and demo- 
bilization of the armed forces. 


The report estimated that the 
total decline in wages and sal- 
laries will be $35,000,000,000. 
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It is possible that GM profits at capacity operations in 
postwar years will rise to $600 or $700 millions, as shown 
above. In this event the tax savings Congress is about to 
vote to GM are as follows: 


Profits GM tax at tax at Savings 
before present 36% to 


taxes rate rate GM 








(in millions of dollars) 
600 412 216 196 
700 497 252 245 


Under these conditions the tax savings alone will be greater 
than the Corporation’s profits after taxes in all but a few ex- 
ceptional pre-war years. 


Since GM is to get its take-home profits relief NOW, it 
can afford to pay its workers take-home pay relief NOW. 


5. The high rate of profits earned by General Motors on 
automobile production in the past shows that it will pass the 
“break-even” point and begin to accumulate profits in Decem- 
ber, 1945, before its output reaches 50% of capacity. 


Analysis of past performance of GM in automobile pro- 
duction shows that it will pass the break-even point, under 
different assumptions, as follows: 


Labor productivity as in 1940: Break-even point 
Selling at 1942 model prices: (% of capacity) 
Material prices 5% above 1941: 
and— 
Present wage rates 25% (700,000 cars) 
Wage rates increased 30% 31% (860,000 cars) 
Material prices 15% above 1941: 
and— 
Present wage rates 29% (810,000 cars) 
Wage rates increased 30% 40% (1,100,000 cars) 


These estimates make clear that 30% higher wage rates 
will delay by only a short time, possibly a few weeks, the date 
when General Motors will begin to make a profit and move 
on to the tremendous and unprecedented profits that are in 
Store for it at capacity production soon thereafter. 


Forecasts of production given by heads of al] GM divi- 
sions at the C. E. Wilson press conference on October 19, 1945, 











3444 ADMINISTERED PRICES 


show that its total output of passenger cars will reach capacity 
levels by March 1946. Their forecasts also show that by De- 
cember of this year production will have passed the break- 
even point of 1,100,000 cars a year, after allowing for 30 per- 
cent higher wage rates and a 15% increase since 1941 in 
material prices. 


6. The General Motors program for reconversion and post- 
war expansion is not in any respect endangered by increasing 
wage rates 30 percent without increasing prices of General 
Motors products. 


a. Reconversion will be rapid. C. E. Wilson’s NAM press 
conference in Detroit, October 19, 1945, indicates that GM can 
be making profits two months from now while paying 30 per- 
cent higher wage rates. 


b. The proportion of the $500 million postwar program 
that GM claims it will spend for reconverting its plants to the 
production of automobiles is small. GM has not stated what 
share is to go to reconversion and what share to expansion. 
However, the following considerations support the conclusion 
that the reconversion share is a small part of the total: 


(1) GM plants are already adequate for the production of 
2,800,000 passenger cars and 500,000 trucks, requiring only 
re-tooling from war to peace production. By December, 1945, 
GM claims it will be producing at a rate of 1,150,000 pass- 
enger cars per year, which will equal 62 percent of its high- 
est previous production rate, achieved in 1941. 


(2) The War Production Board reported May 16, 1945, that 
the automobile industry would require only $29 million to 
cover its immediate construction needs for reconversion and 
$50 million for the tools and equipment required. Even to 
bring the industry up to requirements for capacity produc- 
tion, the WPB report lists only $200 million for construction 
and $150 million for tools and equipment.’ This would indi- 
cate no more than $40 million as GM’s immediate reconver- 
sion costs, and $155 million as an outside figure to prepare it 
for capacity production. 


ce. If, in addition, GM has plans for expansion over and 
above what it can finance from depreciation reserves, war re- 
serves and earned surplus, it will have no difficulty in obtain- 
ing the additional funds trom investors in the capital market. 
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(1) GM’s excellent profit history and its unparalleled pros- 
pects of profits at capacity production will enable it to ob- 
tain all the capital it wants at a low cost. 


(2) The reported fund of $140 billions of individual savings 
built up during the war is largely held, as we have shown 
above, by persons in the upper income brackets who are 
looking for investment opportunities for their savings.” 
There is not the slightest doubt that all the securities GM 
cares to offer will be eagerly sought after by the investing 
public, and a 30 percent increase in wage rates without any 
increase in prices of GM products will not deter them. 


d. The legend propagated in paid advertisements by GM 
to the effect that its workers are about to ravage its war re- 
serves and cut off its chances of going forward to conquer 
new empires in the field of American and world industry is 
plain propaganda without pretense of plausibility, because :— 


(1) Our wage demand cannot possibly offset, in cost to 
GM, the profit expansion it will experience in 1946, or at the 
latest in 1947. 


(2) GM wants the public to believe that the war was 
fought to create a Santa Claus for corporations with a stock- 


ing full of profits to finance expansion programs for the inde- 
finite future. 


(3) Within a year after reaching capacity production, 
GM profits will reach unprecedented figures, in spite of a 30 
percent increase.in wage rates without any increase in prices. 
GM itself will then be looking for investment opportunities 
for undistributed profits, the size of which will dwarf its pre- 
sent war reserves. 
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CONCLUSION 


IN THIS BRIEF WE HAVE SHOWN THAT: 


GM workers’ annual earnings will fall disastrously 
if present wage rates are continued in effect. A thirty 
per cent increase in wage rates is imperative to main- 
tain take-home pay and to prevent disastrous retreat, 
all along the line, from the national objective of main- 
taining the peacetime economy. 


This is the first step toward a standard of living 
that is fifty per cent higher than we have ever known— 
the standard of living of full production and full em- 
ployment proclaimed by the national government and 
pledged by both Presidential candidates in 1944. 


GM wage rates must be raised; GM prices must not 
be increased. For GM workers to demand wages so 
high as to require higher prices of automobiles would 
be against the public interest and would provide only 
a temporary gain to the workers. In the long run, 
higher prices limit sales and limited sales limit jobs. 


Manufacturers of automobiles and other durable 
goods have a major responsibility in building purchas- 
ing power for the products of the entire economy. Their 
products will be in great demand. They will produce at 
capacity. 


Unless these industries begin now to lead the way 
toward a far larger spending power in the hands of the 
people than we have ever known, their brief boom will 
collapse and they will carry themselves and the nation 
back to a depression with nineteen million unemployed. 


General Motors can pay the increase in wage rates; 
it can do so without increasing the prices of its pro- 
ducts; it can do it NOW. 


General Motors before the war could have paid sub- 
stantially higher wages without increasing prices and 
still have had high profits—even at the relatively low 
levels of output then prevailing. 
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From 1936 to 1941, although producing only 1,800,- 
000 cars and trucks per year, General Motors could 
have paid 30 per cent higher wages to its hourly work- 
ers than it did pay, and still earn for its stockholders 
an average 12.8 per cent per year on their investment 
in General Motors. 


General Motors in the pre-war year, 1941, received 
more in profits (before taxes) for each man-hour 
worked by GM workers than it paid out in wages. The 
GM worker produced $1.07 for his family and $1.09 
for GM every hour he worked in 1941. 


GM profits in 1941 prove, by simple arithmetic, that 
its 50 per cent greater output in post-war years will 
enable it to pay 30 per cent higher wages and earn far 
greater profit for stockholders than ever before. 


When account is taken of the full effect of increased 
output on the profits GM will earn on each unit pro- 
duced, and on each hour worked by a GM worker, the 
profits of capacity production are shown to be fabulous. 


A 3-way split of these post-war profits would permit 
GM to pay 30 per cent higher wage rates and salaries, 
cut Chevrolet prices $80 a car, and earn far more for its 
stockholders than in past years. 


GM is well-heeled with war savings and tax refunds 
to pay NOW the higher wage rates necessary to main- 
tain the workers’ take-home pay and purchasing power. 


GM predictions show that its output by December, 
1945, will pass the break-even point where profit ac- 
cumulation begins, even with a 3) per cent increase 
in wage rates. 


By March, 1946, GM predicts it will be producing 
at a rate of 3,200,000 cars a year, well above its previ- 
ous high record. 


Congress is voting GM its tax relief now; GM can 
agree to pay its workers pay relief now. 
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APPENDIX ONE 


Correlation analysis of GM Wages, Prices, Production 
and Profits. 


1. The UAW-CIO recognizes that the key problem in at- 
tempting to set a wage-price policy is the effect of the varia- 
tion of all the important factors on profits. Studying one 
variable such as wage rates for example, without considering 
the effects of other factors such as level of production, labor 
productivity, materials prices, and car prices cannot yield an 
adequate solution. 


The wage proposals of the UAW-CIO have been formulated 
only after the effects of all the factors which influence profits 
have been taken into account. The Union is convinced that its 
wage proposal will not require price increases, nor will it re- 
sult in GM earnings which can be considered to be less than 
adequate from the viewpoint of stockholders. 


2. The study analyzes the cost-price-profit structure of 
GM by the use of the method of multiple correlation analysis. 
This is a standard statistical and economic method. GM has 
used the method in analyzing automobile demand and on the 
basis of such analysis has published an elaborate brochure, 
“The Dynamics of Automobile Demand” (1939). Similarly 
Prof. T. Yntema of the University of Chicago, acting as con- 
sultant for the U. S. Steel Corporation, used these methods 
in presenting the cost structure of that Corporation to the 
Temporary National Economic Committee. 


The Department of Agriculture pioneered in this applica- 
tion of statistical analysis to economic problems and for many 
years has used it with. notable success in predicting farm pro- 
ducts demand, prices and income. National farm programs 
have been formulated from year to year on the basis of such 
analysis. 


3. As applied to GM the study provides a method for 
estimating the quantitative effect of changes in various cost 
factors upon profitability at different levels of production 
and selling prices. Similarly it can be used to estimate price 
and production levels necessary to yield a given profit when 
cost levels are set; or in general it will yield a quantitative 
answer on the effect of varying one or several factors while 
holding others constant. For the purposes of these wage nego- 
tiations, for example, we have derived from the study the 
data in the attached tables showing (1) the profits to be ex- 
pected at various production levels under the specified con- 
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ditions as to prices of cars, material prices and wage rates; 
(2) the profits to be expected at various wage levels under 
the specified conditions as to prices of cars, material prices 
and production, and (3) the profits to be expected at various 
prices of materials under specified conditions of car prices, 
production and wage level. 


4. 
(a) 


(b) 


(1) 


(2) 


(3) 


The Method of analysis is as follows: 


Profits are defined as the difference between total re- 
ceipts and total costs. Hence, the analysis proceeds 
to study the structure of Receipts and Costs. The fun- 
damental assumption is that both receipts and costs 
are functions of production, prices, and time. Each 
element of receipts and costs, (except other income 
which is related to total sales) is related to production, 
and the mathematical relationship is obtained by the 
method of least squares. 


The basic equation employed is—Profits = Automotive 
Sales + Other Sales + Other Income — (Labor Cost + 
Materials Cost + Selling, General and Admin. Costs + 
Depreciation and Amortization + Taxes, Other than 
U. S. Income and Excess Profits Taxes + Other Costs). 
To estimate the value of any of the factors of this 
equation for any year, values are substituted for the 
other factors according to the forecasting equations 
set forth below, arrived at by definition or based upon 
correlation of past relationships in GM experience for 
the years indicated. 


In the same way the relationship beween two factors, 
under assumed conditions as to other factors, can be 
calculated, as exemplified in the tables in section 5 
below. 


FORECASTING EQUATIONS 


Sales of automotive products ($ million) = 
1000 x Production of automotive products 
(billion pounds) x Price of automotive 
products ($ per pound). Definition 


Sales of other products ($ million) — 16.70 
+ 23.7 x Production of automotive products 
(billion Ibs.) 


Time period 1932-41 e= SS 


Total sales ($ million) — Sales of auto- 
motive products ($ million) + Sales of 
other products ($ million) Definition 
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(4) 


(5) 


(6a) 


(6b) 


(7) 


(8) 


(9) 


(10) 


(11) 
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Other income ($ miliion) = 33.95 + .0045 
x Total sales ($ million). 


Time period 1939-41 


Total receipts ($ million) — Total sales 
($ million’ + Other income ($ million) 
Labor productivity (pounds per manhour) 


= 11.61011 + .08591 x Production of auto- 
motive products (billion pounds) ++ .72781 
x (year - 1928) 


Time period 1929-41 


Manhours (million = 1000 x Production of 
automotive products (billion pounds) 
Labor productivity (pounds per manhours) 


Wage-earner payrolls ($ million) = Man- 
hours (million) x Average hourly earnings 
($ per manhour) 


Total labor cost ($ million) = 38.34 + 1.1260 
x Wage earner payrolls ($ million) + 4.7436 
x (year—1928) 


Time period 1929-41 


Deflated material cost (million 1936-39 dol- 
lars) = 83.61 + 95.82 x Production of auto- 
motive products (billion pounds) 


Time period 1934-40 


Material cost ($ million) — Deflated ma- 
terial cost (million 1936-39 dollars) x Mat- 
erial price index (1936-39 = 100) ~ 100 


Production per unit of selling, general and 
adm. exp. (pounds per $) = 19.4225 + 7.565 
x Production of automotive products 
(billion pounds) 

Time period 1934-41 


(11.1) Selling general and adm. exp. ($ million) 


(12) 


= 1000 Production of automotive products 
(billion pounds) — Production per unit of 
selling general and adm. exp. (pound per $) 


Depreciation and amortization ($ million 
= 28.72 + .29431 x Production of automotive 
products (billion pounds) 2.948 


Time period 1933-37 and 
1939-41 





r = .998 


Definition 


Definition 


Definition 


R = .9996 


Definition 


r°s= O73 


Definition 


R.= 2 





(13) 


(14) 


(15) 


(16) 
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Taxes, other than US income and excess 
profits tax ($ million) = —9.1026 + 2.8174 
< Production of automotive products (bil- 
lion pounds) +- 5.6766 x (year—1933) 


Time period 1934-41 ere 


Other costs ($ million) = 19.43 (Applied as a 
constant) 


Average of 1934-41 


Total costs other than US income and excess 
profits tax ($ million) 
= Labor cost ($ million) 
+ Material cost ($ million) 
+ Selling, general and Admin. cost ($ million) 
+ Depreciation and amortization ($ million) 
+ Taxes other than US income and excess 
profits ($ million) 
+ Other costs ($ million) 


Profits before US income and excess profits tax 
($ million) 
= Total receipts ($ million) 
—_ Total costs other than US income and 
excess profits tax ($ million) 


Notes on Forecasting Equations 


(6c) 


(6d) 


(8b) 


(13b) 


Equations (6a), (8), (13) contain time trends. With the 
partial exception of equation (6), those trends were 
given their 1942 calculated value. In equation (6a) 
the time trend was given its 1940 value for forecast- 
ing the first six montks of production and its 1942 
value for the subsequent year. Accordingly the fore- 
casting equations are: 


Labor productivity, first 6 months of production 
(pounds per manhour) = 20.34 + .08591 x Production 
of automotive products (billion pounds) 


Labor productivity, after first 6 months of production 
(pounds per manhour) = 21.80 + .08591 x Production 
of automotive products (billion pounds) 


Total labor cost ($ million) = 104.75 + 1.1260 x Wage- 
earner payrolls ($ million) 


Taxes, other than US income and excess profits tax 
($ million) = 41.99 + 2.817 x Production of automotive 
products (billion pounds) 


(c) The following solutions of the foregoing equations 
substituted in the basic equation show tke relationships of (1) 
Profits to Material Prices; (2) Profits to Hourly Wages; (3) 
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Prices of Products to Production; and (4) Hourly Wages to 
Production. 


(1) Profits ($ million) = Sales of all products ($ mil- 
lion) + Other income ($ million) — All costs except 
material ($ million) — Deflated material cost ($ million, 
1936-39)  Lagged material prices (1936-39—100) + 100 


(2) Profits ($ million) = Sales of all products ($ mil- 
lion) + Other income ($ million) — All costs except 
labor ($ million) — 104.8 — 1.126 * manhours (mil- 
lion) < Average hourly earnings ($ per manhour) 


(3) Prices of automotive products ($ per pound) = [Profits 
($ million) + All costs ($ million) — Sales of other 
products ($ million) — 34.0] ~ Production of auto- 
motive products (billion pounds) — .1 -- 1004.5 


(4) Average hourly earnings ($ per manhour) = [Sales of 
all products ($ million) + Other income ($ million) — 
All costs except labor — Profits — 104.8] — [1.126 x 
Manhour (million) ] 


5. Sources and description of the data used are as follows: 


(a) Financial Data 


Table 1 gives the basic financial data of G. M. These are 
from Moody’s Manual of Industrials whose reports are from 
GM reports to stockholders and, for the last ten years, from 
GM statements filed with the Securities and Exchange Com- 
mission. These reports cover GM and Consolidated Subsidi- 
aries, and do not include its Vauxhall and Opel enterprises in 
Europe. 


(b) Breakdown of Total Receipts 


Total sales of GM were broken down into sales of motor 
vehicles, of parts and accessories, and of other products (non- 
automotive). This was accomplished by means of GM data 
and sales of motor vehicles, parts and accessories and other 
products as reported to the Federal Trade Commission (Table 
32 p. 527 F. T. C. “Report on Motor Vehicle Industry,” House 
Doc. No. 468). The F. T. C. data were adjusted to the sales 
data as reported by Moody‘s to construct series for each group 
of sales consistent with Total Net Sales as reported by Moody’s. 


Sales of other products, and sales of parts and accessories 
were correlated with total sales in order to obtain the values 
for sales of other products, and parts and accessories for the 
years 1938 through 1941. Table 2 shows the data on total sales 
and sales of other products. and GM automotive product sales 
and parts and accessories sales. 
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(c) Production Data 


The production index used is based on total weight of fin- 
ished vehicles produced and the weight equivalent (in pounds) 
of parts and accessories sold as repair and replacement parts. 
Parts and accessories are given the same value per pound as 
completed motor vehicles. The total finished weight (in bil- 
lions of pounds) is obtained by multiplying the average weight 
per vehicle by the number of motor vehicles produced. To this 
is added the weight equivalent of parts and accessories. Table 
3 below gives the basic data and sources. 


The “equivalent weight” of parts and accessories is ob- 
tained by dividing sales of parts and accessories by the price 
per pound of motor vehicles, assuming, as stated above, that 
their value per pound is the same as that for motor vehicles 
in each year. 


(d) Manhour and Productivity Data 


The manhour series used is total annual manhours worked 
by hourly paid GM employees in the U. S. 


GM Corporate Reports show average weekly hours worked 
by GM U. 8S. hourly paid employees, and total number of U. S. 
hourly paid employees from 1934-1941. Total annual man- 
hours is calculated directly from these figures. Total annual 
manhours from 1929-1933 is obtained by multiplying average 
weekly hours (estimated from 1929-1933 by correlating GM 
weekly hours with automotive industry weekly hours reported 
by the U. S. B. L. S.) by the number of GM U. S. hourly paid 
employees from 1929-1933 (estimated from the relation of 
GM U. S. hourly. paid employees with GM wage earner and 
salaried employees in U. S. and Canada) and multiplying these 
weekly hours by 52 to obtain annual manhours. 


Table 4 gives the manhour data, employment data, average 
weekly hours for GM and indusry, and GM output per man- 
hour or productivity. This latter figure is derived by dividing 
total automotive production (expressed in pounds of finished 
products) by the manhour series. The productivity measure 
is therefore pounds of finished automotive product per man- 
hour worked by U. S. hourly paid employees (i.e. it corres- 
ponds to B. L. S. productivity measures which use factory 
manhours as a base). Productivity in years 1940 and 1941 is 
derived after adjustment of manhours to exclude manhours 
worked on non-automotive war production. 


(e) Prices received per pound of automobile products sold. 


This series is used to measure prices received by GM per 
pound of automobile products sold. It is computed by dividing 
sales of automotive products (Table 2) by aggregate weight of 
automotive products (Table 3). It should not be confused with 
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standard prices of given models. Prices per pound is the 
resultant of standard prices and such other factors as pro- 
portion of high priced to low priced cars, proportion of trucks 
to passenger cars—in short the “product composition.” This 
latter factor can be approximated by deflating prices per pound 
by the BLS Motor Vehicle price index. 


Table 5 shows prices per lb. received by GM; the BLS motor 
vehicle price index; and the effect of product composition. It 
is interesting to note the increased proportion of higher priced 
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A test of the correlation analysis: Profits calculated by sub- 
stituting the reported data on receipts and costs for each year 
in the forecasting equations correspond closely to actual profits 
as reported by GM. 


products in the low years of automotive production such as 
1931, 1932, 1933, 1934. In general, it seems that decreases in 
standard prices of vehicles are offset by increased proportion 
of higher price per pound products. This is due to the greater 
proportion of parts and accessories and trucks in the low years 
—and these products according to the FTC report are the most 
profitable items in GM sales. 
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(f) Materials Price Index. 


This index was constructed by the constant weight arith- 
metic average method. Data are from the following sources: 


Quantities of materials per automobile-—From ‘Materials 

Used in Typical Passenger Car 1942 Model with Accessories,” 

—Automobile Facts and Figures 1943, p. 60; and Census of 
Manufactures, 1939 Vol. II, part 2, p. 524-526. 


| Prices per pound.—From Census of Manufactures; Metal 
Statistics—American Metal Market, 1944; and Minerals Year- 
book, U. S. Bureau of Mines. 


Price changes.—U.S.B.L.S. Wholesale Price Statistics; and 
Metal Statistics—American Metal Market. 


Price change series were obtained for 21 commodities, and 
price per pound data for an additional 21 commodities for 


PROFITS GENERAL MOTORS - RELATION OF PROFITS ( Before Taxes) 
Millions of AND PRODUCTION AT TECHNOLOGY-ONE YEAR BEYOND 194!- 
Dollars...1300| SELLING AT 1942 MODEL PRICES. 
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The high profits of large output are shown on the basis of the 
past performance of GM in producing automobiles and other 
peacetime products. 





estimating the percentage of total material values represented 
in the price change series. The price changes represent 77 
per cent of steel, 100 per cent of iron, 94 per cent of nonferrous 
metal, 97 per cent of non-metallic materials, and 88 per cent 
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G.M. Prices per Pound, Product Mix, 
and Wholesale Motor Vehicle Prices 


1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
Oct. 1941 


ADMINISTERED PRICES 


G.M. Prices 
per lb. 
(cents) 


22.6 
21.0 
21.7 
21.5 
20.2 
19.6 
19.2 
19.0 
20.7 
23.8 
21.8 
21.0 
21.6 
. 23.5 


TABLE 5 


| | 
Index of G.M. | B.L.S. Motor 


100) 


106.0 
98.5 
101.8 
100.8 
94.7 
91.9 
90.0 
89.1 
97.1 
111.6 
102.2 
98.5 
101.3 
110.3 


Prices per Ib. 
(1936-1939 = 


Vehicle Prices 
| (1936-1939 = 


100) 


110.7 
104.1 
99.1 
96.4 
92.1 
97.0 
93.1 
92.2 
98.9 
105.6 
103.4 
107.0 
114.4 
124.6 





G.M. Prices 
per Ib. in 
1936-1939 


Prices 


(cents) 


20.4 
20.2 
21.8 
22.3 
21.9 
20.2 
20.6 
20.6 
20.9 
22.5 
21.1 
19.6 
18.9 
18.9 





*October 1941 G.M. values calculated on assumption of same product composition 


as year 1941. 


of total materials, used in automobile manufacture. 


percentages are based on aggregate cost per automobile. 
resulting index by years is— 


1934 
1935 
1936 
1937 
1938 
1939 


Materials Price Index 


83.2 
88.4 
90.0 
101.8 
106.1] 
101.8 


(1936-1939—100) 


1940 
1941 
1942 
1943 
1944 
1945 


102.7 
105.5 
108.9 
109.8 
109.8 


110.2 (June) 


These 
The 
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6. The following tables illustrate normal relationships of 
GM profits, production, wages and material prices as found in 
this analysis. 


TABLE 6 


RELATION OF GM PROFITS (BEFORE TAXES) 
TO PRODUCTION 








Prices of Average Material Production Profits 
Cars Hourly Wage Price Index (Billion Ib.) ($ million) 
1942 model Present 1941 2 —107 
prices (straight plus 4 57 
time) 5% 6 230 
8 407 
10 585 
12 763 
14 941 
1942 model Present 1941 2 —139 
prices plus plus 4 lig 
30% 5% 6 136 
8 282 
10 430 
12 579 
14 727 
1942 model Present 1941 2 162 
prices plus plus 4 inva 
30% 15% 6 65 
8 188 
10 312 
12 436 
14 561 
TABLE 7 
RELATION OF GM PROFITS (BEFORE TAXES) 
TO WAGES 
Prices of Material Average Profits 
Automotive Price Production Hourly ($ million) 
Products index Earnings 
1942 model 1941 10 billion 1.00 645 
prices plus pounds 1.20 546 
5% 1.40 446 
1.60 347 
1.80 248 
2.00 148 
1942 model 1941 14 billion 1.00 1023 
prices plus pounds 1.20 886 
5% 1.40 749 
| 1.60 612 
1.80 474 


2.00 337 
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TABLE 8 


RELATION OF GM PROFITS (BEFORE TAXES) 
TO MATERIALS PRICES 








Prices of Average Material Profits 
Automotive Production Hourly Prices ($ million) 
Products Earnings Index 
1942 model 14 billion Present 1941 
prices pounds Straight + 5% 941 
time +10% 862 
+15% 784 
+20% 705 
+25% 626 
1942 model 14 billion Present 1941 
prices pounds plus + 5% 727 
30% +10% 648 
+15% 570 
+20% 491 
+25% 413 
TABLE 9 


BREAK-EVEN AND PROFIT POINTS IN 
GM PRODUCTION 


Annual Rate of Production” 














Required to— 
Prices of Material Hourly Break-even Earn 1936-39 Earn 1928 
Cars Prices Wages Profits’ Profits$ 
(in billion pounds) 
1942 1941 Present 3.5 6.1 8.2 
model plus 5% 
prices 
1942 1941 Present 4.3 7.5 10.0 
model plus 5% plus 30% 
prices 
1942 1941 Present 5.5 9.0 11.9 
model plus 15% plus 30% 
prices 


“Capacity of GM is estimated to be 14 billion pounds of automotive products per year. 
Profits before taxes. 


§Profits after taxes, figured at 36% tax rate and no excess profits tax. 


APPENDIX TWO 


“Facts Relating to Wage-Price Policy” (a report by govern- 
ment economists to the Office of War Mobilization and Re- 
conversion, October 1945) arrives at the following conclusions 
with respect to wages and profits in 1946. 


1. The gross weekly pay of the average worker in manu- 
facturing has increased from $26.64 in January 1941 to $47.12 
in April 1945, or 77 per cent. 
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2. When allowance is made for the increase in the cost of 
living and in personal income taxes during the war period, the 
value of the average worker’s take-home pay in 1941 dollars 
increased from $26.64 to $31.47 (assuming income tax exemp- 
tion for one dependent), or 18 per cent. 


3. The increase which occurred in gross weekly pay dur- 
ing the war period is accounted for as follows: 


Percent of 
Amount of total 
increase increase 
Total increase $20.48 100 
due to— 
Increase in hours 4.05 20 
Overtime premiums 3.33 16 
Shifts to higher-pay industries 2.07 10 
Increase in basic wage rate 
schedule 4.32 21 
Merit, incentive pay, shift 
differentials, and upgrading 6.71 33 


It is expected that by 1946 the increases due to the first 
three factors, amounting to 46 per cent of the total increase, 
will be reversed, and that half of the final factor will be re- 
versed, while the increases in the basic wage rate schedule 
will be retained. 


4. On these assumptions, the gross weekly pay of the 
average worker in manufacturing will fall to $33.96 in 1946, 
or 28 per cent below the April 1945 level. 


5. A money wage of $33.96 in 1946 represents 3% less 
purchasing power than a wage of $26.64 in 1941. When allow- 
ance is made for payment of 1946 income taxes, the pur- 
chasing power of take-home pay for an average worker with 
exemptions for one dependent will be $23.95 in 1941 dollars, 
a reduction of 10% from January 1941. 


Take-home pay and real earnings after income tax, assum- 
ing elimination of the “Normal” tax, would be as follows: 


Number of Weslty Net sees Real Earnings at 1941 Prices 
Exemptions Earnings Tax After Tax Amount Change from 1941 
1 $33.96 $4.27 $29.69 $22.49 — 15.6% 

2 33.96 2.35 31.61 23.95 —\ 10:3 
3 33.96 43 33.53 25.40 hind | Ge 
4 33.96 0 33.96 25.73 La 
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6. Between April 1945 and the spring of 1946 total salaries 
and wages paid will decline by between $30 and $35 billion, 
which includes a drop of $20 billion, or more than 20%, in the 
wages and salaries of private employment, even if basic wage 
rates are increased enough to maintain April 1945 hourly earn- 
ings. Accompanying this reduction will be a fall of total na- 
tional output of more than $40 billion, and sharp declines in 
profits before taxes and in farm income. 


7. It is estimated that 1946 profits after taxes of manu- 
facturing corporations will be over $6 billion, a figure higher 
than the wartime peak. This estimate assumes an increase in 
wage rates sufficient to maintain average hourly earnings in 
each manufacturing industry at the April 1945 level. 


8. The profits forecast for 1946 provide a frame of refer- 
ence for considering the consequences to industry of any given 
increase in the general level of wages. It is expected that total 
employment in manufacturing in 1946 will be about 13,000,000 
and that the total wages bill will be about $25 billion, if basic 
wage rates are increased sufficiently to maintain average 
hourly earnings in each manufacturing industry at the April 
1945 level. Very roughly, therefore, a further increase of 10 
per cent in wage rates would increase wage payments by $2.5 
billion, would reduce profits before taxes by $2.5 billion, and 
would reduce profits after taxes by $1.5 billion (assuming the 
repeal of the excess profits tax). 


CORPORATION PROFITS 
(Millions of Dollars) 


YEAR ALL CORPORATIONS MANUFACTURING CORPORATIONS 
Before Taxes After Taxes Before Taxes After Taxes 
1929 8,387 7,194 4,429 3,885 
1936-39 4,539 3,399 2,710 2,142 
1940 8,388 5,844 5,065 3,531 
1941 15,721 8,519 10,200 5,254 
1942 1/ 19,800 8,700 12,000 4,900 
1943 1/ 24,300 9,800 14,700 5,600 
1944 1/ 24,900 9,900 15,000 5,800 
1946 2/ 17,000 10,200 10,500 6,300 


Source: U. S. Department of Commerce. Profits in war years represent 
profits after renegotiation. 


1/ Estimated 2/ Forecost. See text. 
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9. Ability of manufacturing industry generally to pay 
higher wage rates (based on the “measurable” factors only) 
is summarized as follows: 


The premium pay for overtime work increased wage costs 
by 7.5% in April 1945. If overtime were eliminated, wage rates 
would be increased by 7.5% without increase’in the cost of 
labor per hour. It is not probable that all overtime will be 
eliminated. Even during the depression some overtime was 
worked. It is reasonable to assume, however, that the amount 
of overtime in 1946 will be reduced from the April 1945 level 
to about the same amount as in January 1941, when overtime 
premium pay raised wage costs by 2.99%. If this reduction in 
overtime occurs, wage rates could be increased by about 4.59% 
without increase in labor cost per hour. 


Increases in straight time wages since January 1941 other 
than increases in basic wage rates consist of raises within a 
given wage bracket granted to individual workers, reclassifica- 
tion of a given job so as to raise the wages paid (e. g., from 
janitor to “utility worker”), shifting from hourly pay to a 
piece-rate basis so as to increase pay, granting premium pay 
to workers on extra shifts who were not getting premium pay 
in January 1941, etc. The figure does not include increases in 
the average wage due to changes in the relative importance 
of different manufacturing industries. 


Not all of these increases will be reversed. Some of them, 
for example some of the incentive pay plans, are real economies 
and will be retained. Others will be retained because of collec- 
tive bargaining agreements, but many of these increases will 
be reversed by the “more frugal administration of wage sched- 
ules.” As millions of soldiers return and claim their pre-war 
jobs, and as war workers move, the change in personnel will 
make possible reversion to pre-war modes of payments and pre- 
war job classifications. It seems reasonable to assume that 
about half of the wartime increases will be removed. This pro- 
cess of “downgrading” will of course occur only gradually dur- 
ing coming months. As it occurs, a decline in wage costs will 
occur which would be offset by an increase in wage rates of 
about 9.5%. 


Continuation of the excess profits tax would add to the 
1946 tax liability of manufacturing corporations an estimated 
$1.6 billion, and would reduce profits after taxes from the 
estimated level of $6.3 billion to $4.7 billion. With the excess 
profits tax repealed, a decline in profits before taxes of $2.7 
billion from the estimated 1946 level of $10.5 billion would 
cause the same reduction in profits after taxes. A wage in- 
crease of $2.7 billion, or about 10%, would thus just counter- 
balance the increase in profits obtained by repea! of the excess 
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profits tax. Profits after taxes of manufacturing corporations 
would then be at about the 1942 level. 


The wage rate increases permitted by these changes in 
measurable factors may be tabulated as follows. The net effect 
on the ability to grant wage increases of the non-measurable 
factors must of course also be allowed for. 


Factor Reducing 1946 Costs Increase in Wage Rates 


Reduction of overtime 4.5% 
Elimination of one-half of increase 

in wages other than changes in 

basic wage rates (downgrading) 9.5% 


Repeal of corporation excess profits tax. 10% 
Total wage rate increase manufacturing 
industries can pay without adding to 
costs or subtracting from profits....... 24% 


10. Thus the report shows how manufacturing industry 
generally can pay 14% higher wage rates to restore average 
hourly earnings to the April 1945 level without adding to its 
costs, and can pay an additional 10% increase in wage rates out 
of savings resulting from repeal of excess profits taxes. The 
report does not state, although its findings show, that manu- 
facturing industry could pay an additional 6% increase in wage 
rates, making the total increase 30%, and would earn profits 
before taxes of $6.5 billion and profits after taxes of $3.9 bil- 
lions. Such take-home profits would exceed the average for 
the years 1936 to 1940, inclusive, by more than 60%, and would 
equal the take-home profits of the record peacetime year, 1929. 


APPENDIX THREE 


Department of Commerce Report on Ability of Automobile 
Industry to Pay Higher Wages 


This report of the Bureau of Foreign and Domestic Com- 
merce of the U. S. Dept. of Commerce, released November 1, 
1945, analyzes the peacetime record of the automobile indus- 
try to ascertain the probable effect of volume of output, prices, 
wages and other factors upon profits during postwar years. 


It says, “Under the high level of operations which the 
automobile industry will experience over the next few years, 
it can grant a substantial wage increase and make high profits. 


“It is apparent that present cost-price relationships are 
such throughout industry that a basic wage increase is pos- 
sible without raising prices. 


eae ef 
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“For 1946, a general increase of 10 per cent is possible. 


“Such an average would mean a rise of 15 per cent or a 
little more in the manufacturing industries. Some industries 
could afford more, some not so much. 


“The automobile industry is in the former class—15 per 
cent can be granted without adverse results in the first pre- 
war year of restricted operations, and a further increase of 
10 per cent can be given for 1947 when production will have 
reached peak rates. 


“A much higher wage income will have to be secured if 
demand is to be sufficient to produce full employment by 1948.” 


These conclusions of the Dept. of Commerce agree with and 
confirm the findings of the UAW-CIO in its analysis of Gen- 
eral Motors costs and profits. 


The 25 percent wage increase of the Dept. of Commerce 
is figured upon an assumed present average hourly wage of 
$1.20 an hour. The increase would raise this figure to $1.50 
an hour. UAW-CIO assumes present GM wage rates aver- 
aging $1.12 an hour. The 30 percent increase will raise this 
to $1.45 an hour. 


The Dept. of Commerce study, completed before V-J Day, 


assumes that the industry would not reach the anticipated 
level of output 50 percent higher than 1941 until the year 
1948. Expecting the war to continue into 1946, the report 
estimates that industry output of cars in that year will be 
slightly less than in 1941, and will not reach peak levels until 
1947. 


On these assumptions, now accelerated by the end of the 
war, the report finds that the industry can raise its average 
hourly wage by 25 percent, to an average of $1.50 an hour, by 
the time output of cars reaches a level approximately fifty 
percent above 1941. 
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FOOTNOTES 


C. E. Wilson wrote in the Commercial and Financial 
Chronicle December 1944 that GM would employ 410,000 
after the war. On the basis of the prewar ratio of hourly- 
rate workers to total GM employees, the post-war employ- 
ment of the former will be 285,000. 


. Alvin H. Hansen, Proceedings, CIO-PAC Conference on 


Full Employment, p. 7, N. Y. City, Jan. 15, 1944. 


3. See Appendix Two of this brief. 


4. This national income is used as the basis of the 1946 fiscal 


estimates, according to Representative A. Willis Robert- 
son, member of House Committee on Ways and Means (See 
Washington Post, Sept. 17, 1945.) 


These and the following income estimates are derived 
from an OPA research memorandum. 


Business Week, a trade publication, recently confirmed 
this. expectation of record-breaking take-home profits to 
corporations in 1946. 


Productivity and Unit Labor Cost in Selected Manufactur- 
ing Industries, 1919-1940, U. S. Bureau of Labor Sta- 
tistics, February 1942. 


. Forecasting Postwar Demand, Jacob L. Mosak in Econo- 


metrica, January, 1945. See also Goldenweiser and Hagen, 
Federal Reserve Bulletin, May 1944, and National Budgets 
for Full Employment, National Planning Association, 
March 16, 1945. 


9. WPB Press Release Number 7996, May 16, 1945. 


14. 


15. 
16. 


Corporate Profits 1936-1944,Part I, p. 150; Office of Price 
Administration War Profits Study No. 10, March, 1945. 


. See Note 10. The Data shown here are from pages 136 and 


146 of that publication. 
Moody’s Manual of Industrials. 


The data on stock split-ups, stock and cash dividends, and 
rights to subscribe are from Moody’s Manual. 


Data from GM annual reports to stockholders. Profits are 
adjusted to include credits to contingency reserves. 


See description of materials price index in the Appendix. 


Average increase allowed by OPA in price of GM 1942 
models over 1941 was 1214%. Since the increase covered 
sales during the last quarter of 1941, about 3% is already 
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17. 


18. 


19. 


21. 


22. 


24. 


25. 
26. 
27. 


28. 
29. 
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reflected in the 1941 sales, leaving a net increase of 9% 
from the 1941 average to the 1942 model prices. 


Address to National Industrial Conference Board, Septem- 
ber 20, 19465. 


First Report on Progress of Reconversion in 42 Selected 
Industries, War Production Board, August 25, 1945. 


GM Annual Report to stockholders, 1940, p. 33. 


Quotations and chart are from Survey of Current Bus- 
iness, U. 8S. Dept. of Commerce, September, 1945, p. 7. 


New Car Registrations, 1941, shows Chevrolets as pro- 
portion of total registration of GM cars. Federal Trade 
Commission reports the proportion of motor vehicle to 
total GM sales, Report on the Motor Vehicle Industry, 
1939. 


The GM position against conversion of the industry to 
war is most fully set forth in the transcript of the joint 
press conference by C. E. Wilson, GM President, and Wal- 
ter P. Reuther, UAW-CIO Vice President, General Motors 
Auditorium, Detroit, Mich., March 31, 1942. 


GM Annual Report, 1944, p. 36. 


GM Form 10-K filed Securities and Exchange Commission, 
1941-1944, Schedules V and VI. 


Moody’s current reports for October 28, 1944. 
Salaries over $75,000, U. S. Treasury, June 1945. 


GM Proxy Statement for Annual] Stockholders Meeting, 
1945—S.E.C. 


GM Annual Report, 1944, p. 2. 
GM Annual Report, 1943, p. 27. 
GM Annual Report, 1942, p. 56. 
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“No people, least of all a democratic people, will be content to 
go without work or to accept some standard of living which ob- 
viously and woefully falls short of their capacity to produce. No 
people, least of all a people with our traditions of personal liberty, 
will endure the slow erosion of opportunity for the common man, 


the oppressive sense of helplessness under the domination of a few, 
which are overshadowing our whole economic life.” 
—Franklin D. Roosevelt—RECOMMENDATIONS 
TO THE CONGRESS, APRIL 29, 1938. 
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Auto Sates Set Recorp: 55 BILiion 
{From Detroit Free Press] 


PROVIDE EMPLOYMENT FOR 10.5 MILLION PERSONS 


Automotive retail sales soared to a record $55 billion in 1957 while providing 
jobs for 101% million persons, the Automotive Manufacturers Association reported 
Saturday. 

AMA Managing Director Harry A. Williams said the sales included those of 
motor vehicle dealers, parts and accessory merchants, and gasoline service 
stations. 

The magnitude and importance of the automotive industry was pointed up by 
the jobs it provides—1 of every 7 persons employed in the country. 

The $55-billion sales represented a 10 percent increase over the previous year. 

An interesting part of the AMA report was an indication of the enormous 
impact of automation in the production of automobiles and trucks. 

In 1947, the industry required 648,800 production workers to build 4,797,621 
motor vehicles while in 1957 it turned out 7,220,000 units with 652,000 hourly 
paid employees. 

The payroll, however, rose from $1,938,225,000 in 1947 to $3,330 million in 1957. 

Williams attributed the peak sales and employment of the industry in 1957 
to peak travel by Americans in 67,231,000 registered vehicles, including automo- 
biles, trucks, and buses. 

Williams foresaw a continuing expansion of the automotive market in the 
years to come. 

“Approximately 75 percent of the Nation’s families owned one or more passen- 
ger cars in 1957, compared with only 68 percent in 1948,” he said. 

Motor vehicles registered in the United States represent more than half of 
those in the world and are 75 percent higher than registrations of a decade ago, 
the AMA reported. 

Included in the registration list are 56,101,000 passenger cars, 10,875,000 trucks, 
and 255,000 buses. 

To man these vehicles, licensed drivers climbed to a record 80 million. They 
drove an unprecedented 650 billion miles in 1957, some 21 billion more than in 
1956 and 320 billion more than in 1947. 

To cover this mileage American drivers bought 51.5 billion gallons of gasoline 
and diesel fuels, plus proportionate quantities of oils, greases, antifreeze, cleaning 
compounds, and other service products. 

The tire industry also had a record year in terms of dollar volume, with passen- 
ger car replacement at a new high, the AMA reported. 

Importance of automotive taxes to the Federal, State, and local treasuries 
was the $8.2 billion in special automotive levies during 1957. 

Williams said 1957 narrowly missed being the third best production year for 
the industry. 

Preliminary tabulations, he said, showed a total of 7,220,000 factory sales, in- 
cluding 6,120,000 passenger cars, and 1,100,000 trucks and buses. 

The wholesale value of 1957 factory sales was estimated at $13,575 million, up 
nearly $2 billion from 1947. 


22805—58—pt. 7——11 
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Ten years of auto progress—Preliminary automobile facts and figures— 
Calendar year 1957 


Factory sales—num ber: | 
Passenger cars___. , 558, 178 6, 120, 000 
Trucks and buses. a ‘ 239, 443 | 1, 100, 000 


ee eee. Ae aa stcestcai i badbesell . 797, 621 7 7, 220, 000 


Factory sales, wholesale value: | | 
Passenger cars. ___ eee ee _...| $3,936, 017,000 | $11, 500,000, 000 
.-| 1,731,713,000 | 2,075, 000,000 


a cee rebel 5, 667, a 730, 000 13, 575, 000, » 0 


Exports, number of vehicles: | 
Passenger cars . 260, 847 155, 000 
Simei Sail inate pitiiiinernaan : 251, 489 | 195, 000 


Totel.... nae 512, 336 | 345, 000 
Replacement parts and accessories: 
Domestic market, wholesale v alue See OE 8 _.| $2, 309, 000, 000 $1, 850, 000, 000 
Gasoline consumption, gallons...........__- 53 ae | 28, 216, 000, 000 51, 500, 000, 000 
Vehicle miles of travel. eo dish ie Bk TP ....|370, 894, 000,000 | 650, 000, 000, 000 
Employment in motor vehicle manufacturing: | 
Production workers _- Re a nd el) 648, 800 652, 000 
All employes, including salaried - b Siddipde leben ites 776, 200 815, 500 


Annual payroll in motor vehicle manufacturing, production workers--- $1, 938, 225, 000 $3, 330, 000, 000 
Expenditures for new plant and equipment, motor vehicle and parts in- | | 

dustry NS ale gb ee ee 504, 000, 000 , 302, 000, 000 

Highway finances, all roads and streets: | 

Dennen ne nn ne one ah , 815,000,000 | 7,648,000, 000 

Expenditures !____- eS Seese.. cco ee dace ieee . , 848, 000, 000 | 636, 000, 000 
Special taxes on motor vehicles: | 

es es ee 3, 074, 813, 000 8, 250, 000, 000 

i at SE ler at ea parent Byte hsiiae 5 Sipicnées 889, 299, N00 2,2 250, 000, 000 

Number of families owning automobiles_.................-...-.-.-------} 21, 000, 000 | 39, 000, 000 

Percent of families owning automobiles 7 

Motor vehicle registrations, Dec. 31 scumentand pu bitely owned): 

P assenger Cars... .....- aed - eee el ee 30, 845, 351 | 56, 101, 000 

. of , 6, 808, 691 10, 875, 900 

Buses 2 : 187, 457 255, 000 


53 


37, 841, 498 | 67, 231, 000 





1Excludes bond issue proceeds and retirement of bond obligation. 


UAW STOP-INFLATION PROPOSAL 
A POSITIVE AND PRACTICAL Proposal To Stop INFLATION 


“Much is being said about the growing problem of inflation, but, unfortunately, 
little is being done * * * “Like millions of Americans, we in the UAW view 
(this problem) with deep concern. * * * We, therefore, propose that, instead 
of giving another whir] to the inflationary spiral, the auto industry bring the 
full weight of its great influence to bear on the side of lower prices. We of the 


UAW are prepared to make our full contribution toward facilitating such 
action * * *” 


A proposal by the UAW (International Union, United Automobile, Aircraft and 
Agricultural Implement Workers of America) for a $100-per-car price reduc- 
tion on 1958 models; sent to General Motors Corp., Ford Motor Co., and Chrys- 
ler Corp. on August 16, 1957 


LETTER TO PRESIDENT EISENHOWER 


Hon. Dwicut D. EISENHOWER, 
President of the United States, 
The White House, Washington, D. C. 


Dear Mr. Presiwent: Along with the millions of other Americans, we in the 
UAW share your deep concern with the growing and threatening problem of in- 
flation. We believe that inflation, if permitted to go unchecked, can assume pro- 
portions that will threaten the stability of the American economy, weaken our 
ability to lead the fight of the free world against the forces of Communist 
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tyranny, and cause widespread hardship and human suffering through reduc- 
tion of the living standards of millions of American families. 

While there has been a great deal of talk about inflation, unfortunately, little 
has been done to stop it. In response to your call to labor and management for 
restraint, the UAW international executive board has drafted a practical and 
positive proposal to combat inflation which we have submitted to the General 
Motors, Ford, and Chrysler corporations, whose combined production represents 
97 percent of the Nation’s total output of passenger cars. 

I am enclosing copies of our letters to these corporations, which set forth a 
constructive proposal by which labor and management in the automotive indus- 
try can jointly aid in combating and reversing the inflationary trend. 

Specifically, we have pledged that if these corporations will reduce prices on 
their 1958 passenger-car models by an average of $100 per car, we of the UAW, 
as our contribution to the fight against inflation, will formulate our demands for 
1958 negotiations within the framework of the economics resulting from the $100 
reduction in car prices. 

We believe that the automotive industry is in a unique position to provide 
leadership, in cooperation with our union, in this undertaking which has such 
important bearing upon the welfare of our whole Nation. We share the belief 
that free labor and free management, while enjoying many privileges, must as- 
sume the responsibilities related to these privileges. Our proposal to the cor- 
porations that they reduce prices $100 per car and that the UAW negotiate with- 
in the framework of the economics of such a price policy is a practical way for 
labor and management to discharge their broad economic and social responsi- 
bilities to the whole community. 

Such an approach would raise collective bargaining above the level of a con- 
test between competing economic pressure groups and would demonstrate in a 
tangible and practical way that free labor and free management are equal to 
their responsibilities on a voluntary basis without the need of governmental 
compulsion. 

We have never accepted the idea that we could expect others to protect us 
from inflation. We recognize that all of us must play our part in this effort. 
We have always tried, for example, to conduct our collective bargaining with a 
view to the needs of consumers generally, as well as those of automobile workers 
and of the industry. When appropriate, as during World War II and the Korean 
crisis, we have supported broad anti-inflation programs based upon the principle 
of equality of sacrifice. 

The UAW proposal to the automotive corporations goes to the roots of our 
present inflation. What confronts our country now is not an excess of demand 
over production. There is ample evidence that we are not using our existing 
production capacity fully today, let alone exceeding it in demand. Our present 
inflation is not the result of blind market forces but, rather, a lack of self- 
restraint on the part of corporations in a position to fix prices without regard 
to the law of supply and demand. 

This type of inflation can be halted by exercise of the responsibility and re- 
straint you have called for repeatedly. We are thoroughly in accord with the 
view you expressed in a recent press conference, when you emphasized that the 
“Government alone cannot keep a stable economy” without “statesmanlike 
action on the part of all business elements, businessmen, and labor.” 

Unfortunately, however, we cannot, as a union, make an effective contribution 
to the anti-inflationary effort without the cooperation of the major automobile 
corporations. We have no power to set car prices, and this fact imposes obvious 
limits on what we can do to halt inflation acting on our own. 

Our proposal to the major automobile producers reflects our desire to do what 
we can within those limits to comply with your repeated requests for self-re- 
straint and statesmanship by management and labor. We hope the corporations 
to which the enclosed letters are addressed will give serious and sympathetic con- 
sideration to our proposal. 

We are convinced, however, that the likelihood of their acceptance of our pro- 
posal would greatly enhanced if it had the support of your great personal and 
official prestige. 

We, therefore, earnestly request that you urge the automobile corporations to 


join with us in this positive and constructive endeavor to halt and reverse the 
inflationary trend. 


Sincerely yours, 


WALTER P. REUTHER, 
President, International Union, UAW. 
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UAW LETTER TO BIG THREE COMPANIES 


Mr. LesTer L. COLBERT, 
President, Chrysler Corp., 
Detroit, Mich. 


Dear MR. CoLtBert: Like millions of Americans, we in the UAW view with 
deep concern the growing problem of inflation. We believe that inflation, if 
permitted to go unchecked can assume proportions that will threaten the stability 
of the American economy, weaken our ability to lead the fight of the free world 
against the forces of Communist tyranny, and cause widespread hardship and 
human suffering through reduction of the living standards of millions of American 
families. 

Much is being said about the growing problem of inflation, but, unfortunately, 
little is being done. We can all agree that in our free society, free labor and free 
management, in addition to having privileges, share joint responsibilities. One 
of these joint responsibilities is to find a way to raise collectiv bargaining above 
the level of a struggle between competing economic pressure groups. We in the 
UAW believe that collective bargaining, to be sound and socially responsible, 
must serve the public need. In practical terms, this means that free labor 
must shape its economic demands and free management must determine its pric- 
ing policies so that they will not only protect and advance the interest of workers 
and stockholders, but will also protect and advance the interest of all American 
consumers. This joint responsibility to the whole of our society and to the 
well-being of the whole Nation transcends in importance the more narrow re- 
sponsibilities that labor and management have to their respective groups. In 
a real sense, neither free labor nor free management can in the long pull advance 
their particular interests in an economic or social vacuum. They can, in effect, 
only advance their particular interests as those interests are compatible with the 
interests of the whole community. 

Based upon the unaminous action of the UAW international executive board, 
I am writing to suggest a positive and practical proposal for making an effective 
beginning in stopping and reversing the inflationary trend. This is a tangible and 
effective way for both managemnt and labor to carry out their joint responsibility 
to all of the American people. 

The UAW is making this same proposal to the General Motors Corp., the 
Ford Motor Co., and the Chrysler Corp. These 3 corporations, whose production 
constitutes 97 percent of total passenger-car output, are looked to for leadership 
by industry generally. Your corporation and the other two major car and 
truck producers have enormous influence on the pricing policies of corporations 
in all sectors of the national economy. 

We are deeply disturbed by reports that the auto industry is once again pre- 
paring to increase car prices when 1958 models are introduced, thus contributing 
further to spiraling inflation. 

We most earnestly hope that these reports are without foundation. Further 
increases in car prices would add fuel to the inflationary fires and would en- 
courage corporations in many other industries to increase their prices, thus 
aggravating the already dangerous inflationary spiral. 

We are fully aware that other key industries, which supply your company 
with raw materials, such as the steel industry, have acted selfishly and irrespon- 
sibility by increasing their prices without justification. 

The UAW recognizes that management has an obligation to its stockholders 
to obtain for them a reasonable return on their investment. You surely rec- 
ognize, in turn, that the union has an obligation to its members and to their 
families to help them to obtain for themselves a fair share in the fruits of their 
labor. 

Neither stockholders nor workers, however, have a right to insist on levels 
of income obtained through inflationary prices that deny to other citizens their 
full and proper equity in the national product. 

Moreover, both stockholders and workers have an interest in the health and 
stability of the economy that transcends the value of any illusory, short-run 
gains obtainable through inflation. We believe that. together. we ean serve 
that common overriding interest in a sound economy while still faithfully carry- 
ing out our respctive obligations to seek reasonable profits and fair wages. 

In today’s inflationary context, this means, in our judgment, that you must 
accept your responsibility to resist pressure to increase car prices and we must 
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accept our corresponding responsibility to do what we can to facilitate your re- 
sistance to such pressure. 

But we do not believe that our joint responsibility ends with mere resistance 
to further price increases in the auto industry. The inflationary crisis presents 
a challenge to leadership. Our industry is in a uniquely favorable position to 
provide such leadership in reversing the inflationary trend. 

We, therefore, propose that, instead of giving another whirl to the inflationary 
spiral, the auto industry bring the full weight of its great influence to bear on the 
side of lower prices. We of the UAW are prepared to make our full contribution 
toward facilitating such action by your corporation and the other leading com- 
panies in the industry. 

Although our own members, employed by your corporation, have the protection 
of cost-of-living escalator clauses to maintain the buying of their wages, they 
are victimized by inflation with respect to the real value of their savings, their 
insurance, and their pensions. While UAW members enjoy a measure of pro- 
tection, we are concerned about the welfare of mililons of American families 
without this protection, and especially those families on fixed incomes, Such as 
schoolteachers, government employees, pensioners, and others upon whom in- 
flation inflicts its greatest personal and family tragedies. Their living standards 
are eroded, as each month’s income buys less than the preceding month’s. Life- 
time savings counted on to provide security and dignity in old age turn out to 
be continually less adequate for that purpose. Insurance bought at the sacrifice 
of current needs affords only a fraction of the living standards and protection 
intended for survivors. 

It is not necessary to elaborate on the effects of inflation on the health and 
stability of the economy. We can already see its consequences reflected in many 
ways including a reduced rate of economic growth, operation of most basic 
industries at levels substantially below capacity, and sizable unemployment in 
a number of areas, of which automotive production centers are outstanding ex- 
amples. If the inflationary spiral is permitted to continue, the maladjustments 
already apparent in our economy will be aggravated until we are plunged into 
serious recession, or worse. Since America’s position of leadership in the free 
world’s struggle for peace rests in the last analysis on the strength of our econ- 
omy, the undermining of that strength by inflation poses a threat to the future 
and freedom of all humanity. 

These actual and potential consequences of inflation have given rise to increas- 
ingly urgent calls upon management and labor to exercise restraint in their price 
and wage policies. President Eisenhower, among others, has pleaded for such 
restraint. 

While we are firmly convinced, and can show evidence to prove, that the blame 
for past price increases in the automobile industry cannot legitimately be placed 
at our door, we do recognize the validity of the basic principle underlying the 
pleas for restraint. That principle requires the subordination of particular eco- 
nomic interests to the general social good. It recognizes that self-discipline is 
the price of freedom, and that free management and free labor cannot for long 
remain free if they abuse their power. 

We in the UAW have embodied our acceptance of this principle in our policy 
of seeking to make progress with the community and not at the expense of the 
community. We are fully prepared to act in that spirit in the fight against infla- 
tion. We are ready and willing to make our full contribution toward the attain- 
ment of a stable price level that will promote the achievement of a dynamic ex- 
panding balance between production and consumption and help to assure a fair 
distribution of the fruits of a growing economy. 

But we cannot make that contribution without the cooperation of corporations 
such as yours. The UAW has no power to set prices in the automotive industry. 
Price decisions are in the exclusive hands of management, and are jealously 
guarded as “management prerogatives.” Under these circumstances, there are 
obvious limits to what we can do, as a union, to combat inflation. 

Within these limits, we have been and are prepared to do what we can. In 
the past, we have shown our willingness to forgo reasonable and legitimate objec- 
tives if they could be attained only through inflationary price increases. You 
will recall that in 1945-46 we were willing to reduce our demands to the full 


extent that might be required in order to avoid creating any necessity for price 
increases. 
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Recognizing the increasing seriousness of the current inflationary situation, we 
are prepared to go even further now if we can obtain your corporation’s coopera- 
tion with respect to prices. 

As you know, we are now in process of preparing for 1958 negotiations with 
your corporation and other leading auto producers. This coming January, 3,000 
delegates, representing our local unions throughout the United States and Can- 
ada, will meet in special convention to formulate the demands we will present 
when negotiations begin. Those of us who share in the leadership of the UAW 
will have the responsibility of drafting recommendations to that special 
convention. 

We would, in any event, avoid making recommendations that would necessitate 
price increases. We offer now to draft recommendations that will facilitate price 
decreases if you will agree to put a substantial price reduction into effect when 
you introduce your new 1958 models. 

Specifically, we propose. 

1. That your corporation and other leading auto producers reduce prices on 
1958 models to levels averaging at least $100 below the prices for comparable 
1957 models. 

2. That, if you do put such price reductions into effect, we, for our part, will 
give full consideration to the effect of such reductions on your corporation’s 
financial position in the drafting of our 1958 demands and in our negotiations, 

You are doubtless aware that the second part of this proposal is self-enforcing. 
It is an old maxim in collective bargaining that “you cannot wring water from 
a stone.” If price reductions should have any adverse effect upon the industry’s 
financial position, we would have no alternative but to take that fact into ac- 
count in our negotiations. 

Nevertheless, we are prepared to give further assurance that our bargaining 
will be conducted within the framework of the economic conditions resulting from 
a price reduction of $100 per car. 

If, in the course of negotiations, a question should arise as to whether the 
granting of our demands would necessitate a restoration of part or all of the 
$100-per-car price reduction, we would be willing to submit that question to 
impartial review and to be guided in further negotiations by the results of 
such review. 

The detailed procedure for such review is a matter that we can work out 
jointly. However, in order to give you a clearer idea of what we have in mind, 
we suggest the following as one possible method : 

If you should believe that meeting our demands would require you to restore 
all or part of the $100-per-car price reduction in order to obtain a reasonable 
rate of return on your stockholders’ investment, you would submit to us in 
negotiations the evidence upon which that belief is based. We would then have 
the choice of either (a) accepting your evidence and adjusting our demands 
downward to the extent shown to be necessary in order to avoid a price increase, 
or (b) challenging the validity of your evidence in whole or in part and main- 
taining our demands or adjusting them to some lesser extent than you considerd 
to be necessary in order to enable you to maintain the $100-per-car price re- 
duction. 

If we took the latter course, the union and the corporation would each name 
a person of recognized competence who would, in turn, jointly select a third 
person to serve as chairman of an impartial review panel. Provision could be 
made that, in the event the two could not agree on an impartial chairman, they 
would call upon some clearly impartial person in public life, in whom both 
parties have confidence, to select the chairman of the panel. 

The panel would receive your testimony and ours in proceedings open to the 
public. The panel’s members would have the right to question both our witnesses 
and yours, and to obtain from both of us such additional data as it deemed 
necessary. After consideration of all the evidence, the panel would determine 
whether or not our demands exceeded the amount that could be paid without 
necessitating restoration of any part of the $100-per-car price reduction in order 
to yield your corporation a reasonable rate of return on its investment. If it 
found that our demands exceeded those limits, the panel would be empowered 
to determine the amount by which the total cost of our demands should be 
reduced so as to bring their combined cost to a level that would avoid the neces- 
sity for restoration of any part of the $100-per-car price reduction. 

The panel’s findings would be made available not only to the parties but also 
to the general public. 





ADMINISTERED PRICES 3477 


Following publication of the findings, the union and the corporation would 
resume collective bargaining in the light of the panel’s findings. 

The present agreement would be extended for a reasonable period to allow 
time for the panel’s proceedings and full consideration of the findings at the 
collective-bargaining table. 

It should be understood that the foregoing is merely a suggested procedure. 
Should you be willing to reduce prices by $100 per car, we will be glad to con- 
sider any alternative public-review procedure that you may wish to suggest. 

In our opinion, however, it is most unlikely that any necessity would arise for 
invoking the public-review procedure. The very availability of such a procedure 
for an objective determination of the facts would serve, in itself, to give factual 
considerations great weight in our face-to-face negotiations and to avoid need- 
less argument and controversy concerning the facts. Besides, we are confident 
that a $100-per-car price reduction put into effect by your corporation would 
create a wholly new atmosphere for negotiations in which joint concern for the 
public interest would be paramount, and would foster a cooperative effort to 
reach a fair and honorable settlement based upon the facts. 

Even more important, however, is the effect such dramatic price action would 
have on the general economic climate. Corporations in other industries now 
tempted to raise prices would be under strong public pressure to exercise re- 
straint.. We are confident that many would follow leadership furnished by the 
automotive industry in lowering prices. Free management and free labor would 
have provided a graphic demonstration of their ability to act jointly and un- 
selfishly in the public interest. 

The leading automobile corporations are in a singularly advantageous position 
to assume leadership in reversing the inflationary trend. Despite a decline in 
their passenger-car production of 19 percent from the 1955 peak, rates of re- 
turn on investment of the three corporations controlling over 97 percent of 
United States car production are far above the average for manufacturing 
corporations generally. Present profit margins, therefore, provide ample room 
for substantial price reductions. Such price reductions, in all probability, would 
mean greatly increased unit sales. Because of the great importance of overhead 
costs in car production, a significant increase in unit sales would offset sub- 
stantially or even wholly the effect of reduced prices on profits. It goes without 
saying that increased unit sales would also make an important contribution to 
the general welfare by reducing unemployment and underemployment not only of 
auto workers but also among workers of the many supplying industries that are 
now operating considerably below capacity. 

There is every reason to believe that prices have a significant effect on car 
sales, and that reduced prices would markedly increase unit sales. No one is 
in a better position to speak on this subject than the dealers who are in daily 
contact with the consumer and see at first hand his reaction to the price tags 
on cars. Great weight must, therefore, be given to the remarks recently made 
by one of the dealers’ leading spokesmen, Mr. Car] E. Fribley, past president of 
the National Automobile Dealers’ Association, who said: 

“As long ago as September 8, 1956, when I spoke to dealers of Maine, I sug- 
gested that increased manufacturing costs of 1957 automobiles should be ab- 
sorbed by the manufacturers. It was my belief that dealers would be unable and 
the public unwilling to absorb much higher prices even on the greatly improved 
1957 models. 

“T further pointed out that while it was the prerogative of manufacturers to 
price cars at wholesale, dealers throughout America had a tremendous interest 
and stake in the final pricing. My concluding remarks in Maine stressed the 
fact that pricing of 1957 models could mean the difference between a 6%4- to T- 
million-car year, or a 514- to 6-million-car year . 

“Today, almost 8 months later, I can see nothing that would change these 
remarks.” 

Mr. Fribley’s estimate of a loss of sales amounting to 1 million cars because 
of last year’s price increase may be either too high or too low. The accuracy 
of his figure could be determined only if put to a test by an actual price reduc- 
tion. But. without question, a substantial decrease in prices would bring a 
substantial increase in sales. 

(It should be noted that a $100 price cut at the wholesale level would actually 
mean an approximate $140 cut to the consumer at the retail level.) 

This means that there would be little risk involved in reducing car prices. 
Assuming Mr. Fribley’s figure is correct, a $100-per-car price reduction offset by 
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gains from your corporation’s share of a 1-million-car increase in the industry’s 
sales would leave profits that would still be at enviable levels from the standpont 
of most industrialists. 


CHRYSLER LETTER 


(The following paragraphs were included in the letter to the Chrysler Corp. :) 

“During the first 6 months of this year, your corporation produced 721,082 cars 
(21.3 percent of the industry’s total) and made profits of $190.7 million before 
taxes and $89.7 million after taxes, equal to an annual rate of 27.8 percent on 
investment. Had each of these cars sold for $100 less, profits before taxes would 
have been $118.6 million. After taxes they would have been $55.8 million, equal 
to an annual rate of return of 17.3 percent on investment as compared with an 
average of 12.1 percent for all manufacturing corporations during the latest 
12-month period for which data are available. 

“Based on a $100-per-car price reduction, your rate of profit on sales before 
taxes would have been 6 percent. If we assume now that the same rate of 
profit on sales were obtained on sales of an additional 106,000 cars (your com- 
pany’s proportionate share for 6 months of an increase of 1 million per year for 
the industry as a whole), the additional profits available, based on an estimated 
average wholesale price of $1,700 per car, would amount to $10.7 million, making 
the total profits for the 6-month period $129.3 million before taxes. This would 
mean an annual rate of return on investment of 40 percent before taxes and 19.2 
percent after taxes as compared with an average of 12.1 percent for all manu- 
facturing.” 

GENERAL MOTORS LETTER 


(The following paragraphs were included in the letter to the General Motors 
Corp. :) 

“During the first 6 months of this year, your corporation produced 1,543,323 
cars (45.7 percent of the industry’s total) and made profits of $997 million before 
taxes and $481 million after taxes, equal to an annual rate of 21 percent on In- 
vestment. Had each of these cars sold for $100 less, profits before taxes would 
have been $843 million. After taxes they would have been $406 million, equal to 
an annual rate of 17.7 percent on investment as compared with an average of 12.1 
percent for all manufacturing corporations during the latest 12-month period 
for which data are available. 

“Based on a $100-per-car price reduction, your rate of profits on sales before 
taxes would have been 14.6 percent. If we assume now that the same rate of 
profit on sales were obtained on sale of an additional 228,000 cars (your com- 
pany’s proportionate share for 6 months of an increase of 1 million per year for 
the industry as a whole), the additional profits available, based on an estimated 
average price of $1,700 per car, would amount to $56.9 million, making the total 
profits for the 6-month period $899.9 million before taxes. This would mean 
an annual rate of return on investment of 39.3 percent before taxes and 18.9 
percent after taxes as compared with the average of 12.1 percent for all manu- 
facturing.” 

FORD LETTER 


(The following paragraphs were included in the letter to the Ford Motor Co. :) 

“During the first 6 months of this year, your corporation produced 1,015,311 
ears (30.1 percent of the industry’s total) and made profits of $365.4 million 
before taxes and $171 million after taxes, equal to an annual rate of 17.2 percent 
on investment. Had each of these cars sold for $100 less, profits before taxes 
would have been $263.9 million. After taxes they would have been $126.7 million, 
equal to an annual rate of return of 12.8 percent on investment as compared 
with an average of 12.1 percent for all manufacturing corporations during the 
latest 12-month period for which data are available. 

“Based on a $100-per-car price reduction, your rate of profit on sales before 
taxes would have been 9.1 percent. If we assume now that the same rate of 
profit on sales were obtained on sale of an additional 150,000 cars (your com- 
pany’s proportionate share for 6 months of an increase of 1 million per year for 
the industry as a whole), the additional profits available, based on an estimated 
average wholesale price of $1,700 per car, would amount to $23 million, making 
the total profits for the 6-month period $286.9 million before taxes. This would 
mean an annual rate of return on investment of 28.9 percent before taxes and 
13.9 percent after taxes as compared with the average of 12.1 percent for all 
manufacturing.” 
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The foregoing estimated rates of return, it should be noted, are extremely con- 
servative because they make no allowance whatsoever for the greatly increased 
profit margins which would result from decreased overhead cost per unit as 
production increased. 

The paramount issue for present purposes, however, is not the degree to which 
your corporation’s profits would be affected if car prices were reduced. 

Neither is the paramount issue the degree to which our members could look 
forward to progress toward their legitimate aspirations in next year’s negotia- 
tions if you reduce car prices. 

Transcending both by far are the interests of the American people as a whole 
in a stable price level. For that reason, we are confident our members will be 
willing to take the consequences in collective bargaining if the price reductions 
we propose should make it impossible to meet all of their just demands and 
still maintain a reasonable rate of profit. 

In other words, we are not asking you to take any risk that we are not pre- 
pared to share. 

We urge you, with all the emphasis at our command, to join with us in this 
undertaking. Clearly, the current inflationary trend cannot be permitted to 
continue indefinitely. Unless free labor and free management voluntarily take 
effective steps to halt it, and soon, the inflationary spiral will be stopped either 
by the onset of recession or by the intervention of Government acting on behalf of 
a justifiably aroused people. 

The time has come—in fact, it is long overdue—for a dramatic and electrifying 
step to prove to all concerned that democracy is capable of mobilizing, on a vol- 
untary basis, the resources of wisdom and responsibility in management and 
labor needed to solve its economic problems. 

Free labor and free management in the automobile industry have the oppor- 
tunity to a greater degree than in most cther industries to provide such a dem- 
onstration of the potentialities of voluntary action by freemen. If we make full 
use of that opportunity, the constructive effects of our action will be felt 
throughout the entire economy. Men and women everywhere will at last begin 
to have hope of ending the inflation that threatens their living standards and 
their security. 

With this opportunity goes a heavy responsibility. We must not fail to take 
full advantage of the possibilities within our power to make a major contribution 
toward arresting and reversing the inflationary trend. We are prepared to do 
our part. We sincerely hope you will do your part in a joint effort that is in 
our common interest because it is in the interest of the Nation as a whole. 

Should you wish any clarification or elaboration of this proposal, we shall be 
glad to meet with you to discuss it in full detail. 

We urge your prompt and sympathetic consideration. 

Sincerely yours, 
WALTER P. REUTHER, 
President, International Union, UAW. 


JOINT CONSTITUTION—RESOLUTIONS COMMITTEE SPECIAL CONVENTION—UAW, 
DETROIT, MICH., JANUARY 22, 23, AND 24, 1958 


1958 BARGAINING PROGRAM—ECONOMIC DEMANDS 


Whereas the United States and Canada are experiencing serious and growing 
economic trouble at home at the very time both of our nations need maximum 
economic strength to meet our increasing responsibilities of leadership in the 
free world in this period of deepening international tension and uncertainty. Our 
security in the world rests squarely upon the health of our economy at home. 
Our economies can be healthy and strong only if we make maximum use of both 
our human and material resources through the achievement and maintenance of 
full employment and full production. 

Yet in this hour of challenge in the world and great unfilled human needs at 
home, there is widespread unemployment and underemployment of men and 
machines in our basic industries. We are suffering from an economic downturn 
which if unchecked by effective and realistic action can slip into the worst reces- 
sion since the collapse that began in 1929. We need a massive injection of pur- 
chasing power into our economy in order to establish a dynamic balance between 
productive power and purchasing power. By expanding purchasing power we 
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will translate unfilled human needs into consumer demand essential to the revers- 
ing of the present downward trend and get our economy into high gear on a full 
employment—full production basis. 

This dynamic balance essential to a healthy and growing economy has been 
upset by unsound economic policies in Washington and Ottawa and by irrespon- 
sible price and profit policies of our major corporations. Big business in the 
United States and Canada have taken a disproportionately large share of the out- 
put of the two nations, leaving too little in the hands of wage earners, farmers 
and consumers. 

By abusing their monopoly power to fix prices and to raise them without justi- 
fication and in complete defiance of the law of supply and demand these large 
and wealthy corporations have not only shortchanged consumers and condemned 
Wage earners to short workweeks and layoffs; they have also menaced the 
financial position and even the survival of thousands of smaller business concerns. 

The growing concentration of economic weaith and power of these giant corpo- 
rations and their selfish drive for higher and higher profits have not only denied 
workers and consumers their fair share of the fruits of our advancing technology, 
the antisocial policies of these corporations have also created serious and difficult 
collective bargaining problems for the UAW and other trade-union groups. 

To meet these complex and difficult problems at the bargaining table in 1958, 
the international executive board has recommended a flexible two-package col- 
lective bargaining program tailored to fit the different economic situations of the 
larger corporations and the smaller companies. 

This flexible approach will enable the UAW to make the maximum contribution 
to the expansion of purchasing power by requiring each corporation or company 
to assume its proper responsibility to workers and consumers consistent with its 
economic position. This will put the greatest economic responsibility on the 
wealthy corporations where it properly belongs. 

Accordingly, the recommended collective bargaining program consists of a 
set of basic minimum economic demands and a set of supplementary economic 
demands. 

The basic minimum economic demands would be common to all employers for 
they represent the minimum measure of progress that all workers have a right to 
expect as their share of the fruits of technological progress in the economy as 
a whole. 

These demands are based upon the average rate of productivity progress in 
our economy as a whole. They make a modest beginning at correcting the past 
failure of real wages in UAW industries to keep pace with actual productivity 
increases achieved throughout the economy. 

The supplementary demands are over and above the basic minimum economic 
demands. They reflect the right of workers to share in the greater productivity 
and the greater progress which certain industries and certain corporations within 
these industries enjoy in excess of the progress made in the economy as a whole, 
and which these companies have failed to share with consumers and workers. 

The supplementary package also recognizes the right of consumers to share in 
that greater-than-average progress. 

This two-package approach is flexible, realistic, and economically sound because 
it does not require a less favored company to meet a fixed demand based upon 
the economics of a more favored company, nor does it permit a more favored 
company to escape its obligation to workers and consumers by taking cover be- 
hind the economics of less favored companies. 

These are practical proposals tailored to meet the current economic situation 
and the present world realities as revealed by events since our last constitutional 
convention proposed that a shorter workweek be among our major demands in 
1958 negotiations. From the long history of labor’s struggle, we have learned 
that proper timing is an essential and often decisive factor in labor’s ability to 
break new ground in its continuing effort to win an increasing measure of 
economic and social justice for workers and their families. 

In recognition of the importance of timing, the delegates to the 1957 convention, 
foreseeing the possibility of needed changes in our bargaining approach, decided 
to reconvene in a special convention to evaluate the situation on the eve of 
actual negotiations and to formulate final demands in the light of current cir- 
cumstances. 

We are now confronted with drastic changes in both the economic situation 
at home and in the political and military balance in the world. Tens of thousands 
of our members have suffered repeatedly from 3- and 4-day workweeks which 
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have brought with them a loss of purchasing power which is not only causing 
personal harship but is pushing the whole country deeper into recession. Many 
thousands of additional workers, their families and their communities have felt 
the tragic impact of layoffs. 

At the same time, the security of the free world is threatened by the technical 
and military advances of Soviet Russia. Both our immediate economic plight 
and our ultimate well-being and security as a free people demand action to fill 
the purchasing power gap and to restore the national economy to a full-produc- 
tion, full-employment footing. 

Our economic well-being, our freedom, and our very survival are at stake. 
We can meet our needs at home and be equal to the challenge in the world only 
if we get the unemployed back to work, get the partially employed fully em- 
ployed, and get our limping economy back into high gear and full production. 
The recommended UAW 1958 collective bargaining program, with maximum 
emphasis on expanding purchasing power, is economically sound and practical 
an will make a major contribution to correct the imbalance in our economy. 

In this hour of freedom’s crisis the real need is to get the unemployed back 
to work, to restore full workweeks to the underemployed and greater leisure, for 
the time being, can wait. 

Nevertheless, we must lay the groundwork now for the realization of the 
greater leisure of a shorter workweek with higher living standards. The rapid 
progress of automation and other technological advances means that we must be 
prepared to move quickly as soon as it becomes practical to take the first steps 
on the road toward our twin goals of increased leisure and simultaneous increases 
in purchasing power and living standards. 


MINIMUM BASIC ECONOMIC DEMANDS 


The minimum basic economic demands are as follows: 
A. Wage demands 


1. A general, noninflationary wage increase applied on a percentage basis and 
accurately reflecting the national increase in productivity attainable with present 
technology under conditions of full employment and full production. 

2. Elimination of wage rate inequities within companies and among companies 
in al) production, skilled trade, and other wage classifications where inequities 
exist. 

8. Modernization and improvement of the wage formula, including factoring of 
the present cost-of-living allowance into the base rates, to provide full protec- 
tion against increases in living costs. 


B. Increased purchasing power for laid-off workers and workers on short 
mworkweeks 

1. Laid-off workers and families—(a) An increase in SUBenefits to 65 percent 
of gross pay before tax deductions, plus $2 for each dependent up to a maximum 
of 6 dependents. (This is approximately 80 percent of take-home pay.) 

(b) An increase in potential maximum benefit duration to 52 weeks. 

(c) Provision that benefits be paid promptly to laid-off workers in States 
where supplementation of unemployment compensation is not permitted, on a 
basis that will yield equal protection with the benefits payable in other States. 

(d) Elimination of the $25 ceiling on supplemental benefits. 

(e) Simplification of administration and liberalization of eligibility require- 
ments. 

2. Increased purchasing power for workers on short workweeks.—Protection 
against short workweeks through putting the SUBenefits on a daily rather than 
a weekly basis. The daily benefit would be equal to one-fifth of the new and in- 
creased weekly benefit level. Earnings on any day amounting to less than the 
daily benefit amount would be supplemented up to that amount. State unem- 
ployment compensation benefits received for full or partial weeks of unemploy- 
ment would be divided by the number of days in the worker’s normal workweek 
during which he was unemployed in order to determine the supplemental benefit 
to which the worker was entitled for each day of idleness. 

The need for increasing the purchasing power of unemployed and underem- 
ployed workers is so urgent that these necessary improvements must be made 
even if some additional cost should be involved. The SUB plans now in effect 
are very much overfunded for the current level of benefits. It should therefore 
be possible to make these improvements either completely or in large part with- 
out increasing contributions from the corporations beyond the established per- 
centage of payroll. 
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C. Action to meet impact of automation and other technological improvements 
and prepare for a shorter workweek with increased purchasing power 


The rapid advance of automation and other technological improvements in 
companies under contract with our union has already brought severe hardships 
and dislocations to many of our members, their families, and their communities, 
At the same time technological advance is bringing ever nearer the time when 
all workers can enjoy increased leisure with simultaneous improvements in their 
living standards. 

We propose a two-pronged approach to meet the problems resulting from ac- 
celerated technological change. Specifically, we recommend that our 1958 col- 
lective bargaining demands in this area should include: 

1. A program to protect the workers’ equity when work is shifted from plant 
to plant.—A five-point program for this purpose was adopted by the interna- 
tional executive board on March 8, 1957, and subsequently by the UAW 16th 
constitutional convention. This program should be put into effect immediately 
to minimize in the years ahead hardships of the kind that have been suffered in 
recent years by many thousands of workers and their families. 

The program is designed to protect not only the workers and their families 
directly affected by plant and job movement but also their communities. 

Employers must be compelled to recognize their obligation to their workers 
and to the communities in which they operate. In our complex industrial society, 
where the private decisions of management can make a ghost town out of a 
thriving community, cause thousands of workers and their families to endure 
severe economic hardship through extended unemployment, and inflict heavy 
economic loss upon all segments of the community, the responsibilities of owner- 
ship must, of necessity, be increased in direct proportion to the greater potential 
economic dislocation that such private management decisions can cause. The 
UAW does not intend to permit management to escape its responsibilities by 
taking refuge behind glib slogans about managerial prerogative or by writing 
contract clauses denying their workers a voice in matters that vitally affect their 
welfare. We intend to protect our members and their families, our homes and 
our communities by effective action at the bargaining table and by appropriate 
action as citizens. 

Under normal! conditions this program will involve no cost. A cost will arise 
only if and when corporations decide on their own initiative and in their own 
interest to move work from one plant to another. Under those circumstances, the 
workers affected are entitled to the minimum protection called for by the pro- 
gram, the cost of which will be more than offset by the economies which result 
from use of newer and more efficient facilities, more strategically located in rela- 
tion to changing market patterns. The program provides as follows: 

(a) Wherever technological changes or marketing factors require the shift 
in location of a plant with resultant reduction of employment at the former 
location, workers thus displaced shall have their job security fully protected 
by the right to transfer to the new location with full seniority rights, includ- 
ing all pension, vacation and SUB credits and insurance coverage and all 
other equities associated with their length of service. 

(b) Where work is moved from one location to another, the union shall be 
recognized in the new plant as an extension of the bargaining unit. The 
contract standards in effect in the plant from which work has been trans- 
ferred shall be applied to the new plant, the wage rates to be maintained 
on comparable jobs, and wage rates on new jobs to be fixed in proper relation- 
ship to those jobs carried over from the former location. 

(c) Any worker exercising his right to transfer to the new plan shall be 
compensated for the cost of relocating his family in the community adjacent 
to the new plant. Since transfer of the new plant is considered a normal cost 
of operating the business, the cost of facilitating a transfer of a worker and 
his family shall also be considered a normal cost of doing business and the 
employer shall be obligated to meet the cost of facilitating a transfer of the 
worker and his family as the employer is now obligated to meet the cost of 
transferring machinery and plant facilities. Accordingly, the employer shall 
assume the cost of economic losses incurred by the worker because of the 
movement of the plant and the employer shall also be required to pay a re- 
location allowance to the worker to enable him to meet his added daily cost 
during the period of relocation and adjustment. 

(ad) Any worker who, because of age, or because of family ties, or for 
other such reasons, elects not to exercise his right to transfer, shall be 
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compensated for the loss of his job by an adequate severance pay arrange- 

ment, without loss of seniority, to assist him and his family during the 

period of readjustment. 

(e) In multiple plant corporations, provisions shall be made for the es- 
tablishment of areawide seniority agreements to facilitate the transfer of 
workers from one plant to the other in the event of the shift in work or 
production schedules which may result in a layoff in one plant while addi- 
tional jobs are opening up in another. 

2. Establishment of joint labor-management committees on the impact of 
automation and technological advance.—Our 1958 agreements must provide for 
the creation of such a joint committee in every major corporation. The joint 
committee should examine all phases of the problem of automation and other 
technological change which are related to collective bargaining and levels of 
employment including plant relocation and decentralization, the impact of tech- 
nological change on existing wage structures and wage classifications, on 
seriority, on training and retraining, on problems of older workers, etc. 

The joint labor-management committees on automation should put special 
emphasis on examining the scheduling and related problems connected with the 
shorter workweek with a particular view to reconciling full and efficient utiliza- 
tion of productive capacity with the reasonable desire of workers concerning 
their personal schedules of work and leisure. 

The joint committee should conduct their work as rapidly as possible so that, 
as money becomes available under the supplementary package, and if unem- 
ployment continues to be a problem for the company’s workers, the first steps 
toward reduction of the workweek with increased weekly pay may be taken 
during the life of the contract, where desired by the workers involved. 


D. Pension improvements to provide greater security and dignity for retired 
members and their families 

1. Increased benefits and liberalized eligibility requirements.— 

(a) An increase in basic normal retirement benefits to $2.75 per month 
per year of service; 

(b) A corresponding increase in disability retirement pensions to $5.50 
per month per year of service, with a minimum of $100 per month until 
social security benefits begin ; 

(c) Cost-of-living adjustment of pension benefits, periodically and auto- 
matically, to preserve their buying power in the face of rising prices; 

(ad) Improved provision for early retirement for workers who, although 
not totally and permanently disabled, would endure severe hardships if 
they continue to work: 

(e) Provision for preretirement counseling and training; 

(f) Reduction in the service requirement for disability retirements to 5 
years and establishment of a rehabilitation program ; 

(9) Liberalization of the eligibility requirements for vesting to 5 years 
of service regardless of age. 

Improvements in pensions are a most appropriate area in which to pick up 
a part of the fruits of productivity that have been denied our members in 
past years. Most of the workers already retired and approaching retirement 
were employed in the industries throughout the period involved. They, there- 
fore, have an uncontestable right to recover in pensions this small part of what 
they lost in wages. 

2. Investment of workers’ pension funds in the interest of the workers and 
their communities—In 1958 negotiations we must insist upon the right of 
workers to have a voice through their union in the investment of a reasonable 
percentage of the pension funds, under adequate safeguards, in community im- 
provements such as housing, health facilities and other community needs in 
the communities in which the workers live to whom the pension funds belong. 

To date the investment of these funds has been in the hands of trustees ap- 
pointed exclusively by the corporations. They have made funds available for 
luxury housing, office buildings and other business investments completely 
removed from the communities in which the workers who own the funds live. 

It is a matter of simple economic justice and morality that moneys belonging 
to workers should be used to advance their interests and to build better com- 
munities for them and their families, and not to serve the interests of people 
who have no equity in the pension funds. 
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E. Improvement in hospital-medical-insurance coverage for workers and their 
families 

Other objective in the field of medical care remains as in the past, the achieve- 
ment of a comprehensive prepaid program which will provide for all medica! and 
hospital needs of the worker and his family. 

In seeking to achieve this goal we face enormous obstacles arising out of 
existing inadequate and obsolete organization of our medical care system. We 
have found repeatedly that, as we won additional money for medical care pur- 
poses in collective bargaining, our gains were largely nullified through increases 
in the cost of medical care. Frequently we succeeded only in increasing the 
incomes of the medical profession, without obtaining any real improvement in 
the quality or any extension of the coverage of medical care available to our 
members. In many areas of the United States and Canada, even if substantial 
additional moneys were available for medical care, at the present time there 
is no existing agency or organization from which a high-quality comprehensive 
program can be obtained. 

Despite these obstacles we must Seek in these negotiations as part of our basic 
minimum economic package to overhaul our present programs with a view to 
reducing their inadequacies and inequities to the maximum degree possible 
under existing circumstances. We must seek an equal voice with management 
in the administration of these programs not only with respect to review of con- 
tested claims, but also in such matters that will insure the greatest possible 
benefits to the workers and their families for the moneys allocated to these 
programs. 


F. Elimination of inequities in security programs 


It is now generally accepted in industry that the costs of pensions and of 
hospital-medical-insurance protection for workers are proper charges upon em- 
ployers as part of the normal costs of doing business. While pockets of ideo- 
logical resistance to SUB still remain, the cost of employment and income 
security is also coming increasingly to be recognized and accepted as a normal 
and proper operating cost. 

Nevertheless, there is still a sizable number of members of our union who 
lack protection against some of the hazards for which these security programs 
are designed or who, in one or more areas, have inadequate protection. These 
inequities are as unjustifiable and as intolerable as wage inequities and we recom- 
mend that they be given adequate attention in 1958 negotiations wherever they 
exist. 


G. Other economic demands and non-economic contract matters 


Additional economic demands appropriate in specific situations such as week- 
end and holiday overtime pay on 7-day operations, improved shift differentials, 
etc., will be determined by the local unions or corporation councils, which in 
each case will decide, based on the circumstances involved, whether such demands 
should be made part of the basic minimum package. 

Similarly, demands for contractual changes including demands of a purely 
local character and those involving noneconomic matters will be determined by 
the local unions and/or corporation councils. 

Conferences should be called of supplier-plant local unions on a regional or 
area basis, for the purpose of helping them to shape their demands. 


SUPPLEMENTARY ECONOMIC DEMANDS AND PRICE REBATES FOR CONSUMERS 


The uneven progress in productivity, the growing concentration of economic 
power in a few corporations and their irresponsible pricing policy have created 
a situation in which excessive profits have flowed to the larger concerns, while 
smaller companies have frequently been squeezed to the point where their exist- 
ence is threatened. 

There is no machinery available to the union to bring about reductions in 
extortionate prices that fail to reflect productivity advances. Every construc- 
tive effort on the part of the UAW to protect consumers against excessive prices 
and to assure them of their equity in productivity progress through price re- 
ductions has been rejected by the managements of the auto corporations. These 
managements have reepatedly refused to heed our appeals for socially respon- 
sible corporate pricing policies. The union must therefore seek alternative means 
to direct the extra purchasing power generated by greater-than-average produc- 
tivity advances into the stream of consumption. 
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The purpose of the supplementary package is to increase the general fund of 
purchasing power in the Nation by giving wage earners and customers of the 
industry as well as stockholders a share in the higher productivity of the most 
profitable companies. 

The supplementary economic package, in effect, makes available to wage earn- 
ers and to consumers shares in the fruits of advancing technology that have 
been improperly withheld from them by certain corporations. As the UAW 
has stated repeatedly, the equitable sharing of the fruits of our advancing tech- 
nology among workers, consumers and stockholders is a matter of both eco- 
nomic justice and economic necessity. When workers and consumers are short- 
changed, as is the present situation, economic imbalance develops which threatens 
the economic well being of all. The UAW supplementary economic demands 
would facilitate the equitable sharing of the greater productivity and of ad- 
vancing technology by workers, consumers and stockholders. 

We propose, as the basis of the supplementary economic demands, that the cor- 
porations first meet the minimum costs of doing business, that they pay the basic 
wages due their workers and the basic salaries of executives, and retain for 
basic dividends to stockholders 10 percent of net capital before taxes. 

We further propose that after these basic obligations have been satisfied, there 
be an equitable 3-way sharing of the profits over and above the 10 percent. 

We propose that one-half of these profits above 10 percent on net capital be- 
fore taxes be retained by the corporation for stockholders and executives. 

We propose that one-fourth be allocated to wage earners and to those salaried 
employees who do not participate in executive bonus plans. 

We recommend that the remaining one-fourth be allocated in the form of a 
price rebate to consumers. 

The rebate to consumers is a recommendation rather than a formal collective- 
bargaining demand, in line with management’s insistence that prices are not 
subject to collective bargaining. 

This allocation of profits above 10 percent would be made at the end of each 
year, when the volume of profit would be a known and not a conjectural quantity. 

The level of 10 percent beyond which profits would be distributed in the 
manner proposed is the level fixed by two of the Big Three auto corporations, 
General Motors and Ford, as the point at which “extra” profits become avail- 
able for sharing between stockholders and favored executives. The UAW pro- 
poses merely an extension of this formula to wage earners and consumers. 

The workers’ share of the supplementary package would be used for such pur- 
poses as the workers in each section of our union themselves decide through the 
democratic processes of the UAW. 


CONTRACT DURATION 


In view of the rapidity of technological advance and the ever-present possi- 
bility of drastic change in the international situation it is imperative that our 
union keep itself in position to react quickly to new conditions. Contracts nego- 
tiated in 1958 must therefore be of short duration or must provide for reopening 
of all economic provisions at appropriate intervals. Frequent reopenings are 
especially important in contracts without cost-of-living escalator and improve- 
ment factor wage increase provisions: Now, therefore, be it 

Resolved, That the delegates to this special convention of the UAW: 

1. Adopt the foregoing as the 1958 collective-bargaining program of the UAW 
(for industries other than the aircraft and missiles industry) as a contribution 
toward restoring full employment and full production while turning back the 
forces of inflation. 

2. Instruct all UAW corporation councils and local unions to translate this 
program into specific contract proposals for submission to their respective man- 
agements. ; 

3. Call upon management to join with the UAW in meeting our joint public 
responsibilities to our Nation and to all of the people. We urge management to 
avoid prejudging our proposal based upon past prejudice but, instead, to give it 
careful study and to consider it on its merits by being willing to discuss it at 
the bargaining table based upon the economic facts. 

4. Direct the international executive board to conduct a campaign of educa- 
tion among UAW members and the public to acquaint them with this program, 
to make clear its non-inflationary character, and to further their understanding 
of the significant role its achievement can play in strengthening our economy at 
home and increasing the security of peace and freedom in the world. 
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[From Washington, D. C., Post and Times Herald, January 10, 1958] 
Freep FamiIty on Low-Cost BUDGET 


It’s not easy to feed a family an adequate diet on a low-cost-food budget. But 
United States Department of Agriculture nutritionists point out that careful 
planning and shopping can help you bring budget-priced good nutrition to your 
family. 

In eines to requests from homemakers USDA nutritionists have planned, for 
example, food-buying outlines at 2 cost levels for a family of 4 with 2 school-age 
children. The first is designed as a low-cost food budget, while the second is 
more liberal, yet both include foods to provide a family’s nutritional needs for a 
week. 

LOW-COST LIST 


The low-cost list is: 19 quarts of milk and milk products; 10% pounds of meat, 
poultry, and fish; 23 eggs; 1144 pounds of dry beans and peas; 12 pounds of grain 
products ; 9%4 pounds of potatoes; 844 pounds of citrus fruits and tomatoes; 2% 
pounds of dark green and deep yellow vegetables ; 19°4 pounds of other vegetables 
and fruits; 2 pounds of fats and oils; and 2% pounds of sugars and sweets. At 
national average food prices as of June this year—which of course do not apply 
exactly in any one area of the country—the grocery bill for this food list would 
be about $22.50. 

Here is the more liberal list: 201% quarts of milk and milk products; 19% 
pounds of meat, poultry, and fish; 27 eggs; “Ao of a pound of dry beans and peas; 
1014 pounds of grain products; 7% pounds of potatoes; 11%, pounds of citrus 
fruits and tomatoes; 2%, pounds of dark green and deep yellow vegetables; 2514 
pounds of other vegetables and fruits; 2%4 pounds of fats and oils; and 4% 
pounds sugars and sweets. Cost of this list at national average prices last June 
would be about $34.50. 

The economy outline stresses such low-cost foods as dry beans and peas, grain 
products, and potatoes. The liberal plan allows for more meat, fish, and poultry, 
more fruits and vegetables, and for choice of more expensive foods within each 
group. But both lists provide food for 21 well-balanced fully adequate meals. 


CAREFUL PLANNING 


Adding careful shopping to careful planning can keep food bills lower. Here 
are some suggestions : 

Think of cost per serving when you shop. At times you may be paying for 
bone in cheaper cuts of meat, or for inedible parts of low-cost fresh vegetables 
Check labels on cans and packages to compare pennies per ounce, and to be sure 
that “‘special” buys are good buys. 

Plan to take advantage of seasonal low prices. For example, dry beans and 
peas now in plentiful supply, are extremely economical sources of protein, iron, 
and other important nutrients. 

Try to use the less expensive forms of foods. You may be able to use dried 
or evaporated milk for cooking, or to buy stew beef, and trim and grind it at 
home for low-priced lean hamburger. 





[From the Wall Street Journal, December 30, 1957] 


CurTIcE Prepicts 1958 Auto SALES WILL Trai 1957—GENERAL MoTOR PRESIDENT 
Says Rate Is Now 5,500,000; Tres Business Lac To ConFIDENCE Drie 


DEMANDS OF UNIONS ASSAILED 
By a Wall Street Journal Staff Reporter 


Derrort.—Harlow H. Curtice, president of General Motors Corp., said new car 
sales are now at an annual rate of 5,500,000—exclusive of imports—and “‘it ap- 
pears likely that 1958 domestic retail sales * * * will be somewhat lower than 
the 1957 total of approximately 5,800,000 units.” 

In a special year-end statement, Mr. Curtice indicated a general decline in con- 
fidence on the part of both business and consumers is to blame for the lagging 
business pace. 
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“For various reasons,” he said, “confidence at present seems to be somewhat 
shaken and an attitude of caution appears to prevail. This can have a substan- 
tial effect on the level of economic activity.” 

Intense competition will mark the auto industry again in 1958. Mr. Curtice 
predicted. Even if the current sales rate is indicative of the final results for the 
year, he said, “it would still represent a good volume of business for the in- 
dustry.” And the General Motors president added: “The picture would im- 
prove should an upturn in business in the second half materialize.” 

The role to be played by public confidence—which Mr. Curtice called the “all- 
important factor in the business picture’—makes the 1958 outlook difficult to ap- 
praise at the present time, he said. 

“While consumer and business spending have been at record levels, both have 
eased off somewhat in recent months. This trend may well continue for the first 
half of 1958,” Mr. Curtice stated. “But other factors—notably the recent Federal 
Reserve Board action in lowering the rediscount rate, and the expectancy of in- 
creased expenditures for defense—may resuit in an upturn during the second 
half of 1958. Taking all factors into consideration it is my belief that on balance 
1958 can be a year of good business generally.” 

Directing his attention to the auto industry, Mr. Curtice noted the effect of con- 
fidence can be even more pronounced in such a durable goods industry. He took 
what was apparently a swipe at the AFL-CIO United Auto Workers when he 
added: “I am convinced that an important reason for the erosion of public con- 
fidence is to be found in mounting worry over inflation—rising prices and the 
declining value of the dollar.” 

The publicly announced demands of “certain labor unions,” the General Motors 
chief executive said, are of grave concern. ‘Union leadership, while professing 
to be disturbed over rising prices, has indicated it will exert all the pressure of 
which it is capable to enforce its demands. Should it succeed, there can be no 
doubt that the wage-cost-price spiral would be given another major upward push,” 
he added. 

Mr. Curtice cited “authoritative studies [which] have shown that postwar 
rounds of bargaining in industry after industry bave pushed wages and benefit 
plans’ costs substantially ahead of the Nation’s productivity gains.” This, he 
said, has been a major factor in recent inflationary trends. 

Commenting on Mr. Curtice’s statement, Leonard Woodcock, United Auto 
Workers vice president and director of the General Motors department, said Mr. 
Curtice’s “somewhat grim look at the American economy in 1958 has been taken 
without once recognizing the simple fact that a healthy economy demands mass 
sales of items at prices consumers can afford to pay.” 

“So long as America’s giant corporations, including most particularly the Gen- 
eral Motors Corp., continue to increase their prices to higher levels, confidence 
will continue to decrease, thousands more workers will be left without jobs, pro- 
duction will shrink and the short-term uncertainties which Mr. Curtice blithely 
refers to will become long-term uncertainties,” he said. 





{From the Wall Street Journal, January 7, 1958] 


GENERAL Motors ANNOUNCES It Witt Lay Orr 900 EMPLOYEES At 3 Driv1- 
SIONS IN OHIO—UNITED STATES RusBBER TO IDLE uP TO 300 aT PassalIc, 
N. J., PLANT; TAYLOR WINFIELD RECALLING 311 


A Wall Street Journal News Roundup 


General Motors Corp. and United State Rubber Co. disclosed they are laying 
off workers. . 

Taylor Winfield Corp., Warren, Ohio, maker of electrical welding equipment, 
said it is recalling 311 employees who have been idle over the Christmas-New 
Year’s holidays. 

General Motors layoffs, totaling 900 people, are at 3 divisions in Dayton, Ohio. 
The company said 500 of the affected workers are classified as “temporary” 
employees who had been hired since the beginning of 1958 model car output. 

Deleo Products division laid off 400 people due to a “reduction in consumer 
demand,” a spokesman said. The division, which makes electric motors, shock 
absorbers and air suspension system components in Dayton, now employs 7,000 
people in that city. 
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INLAND MANUFACTURING LAYOFFS 


Inland Manufacturing division, which turns out such parts as motor mounts 
and steering wheels for General Motors, reported it will idle 300 workers in 
January, reducing its Dayton work force to 5,800. 

Moraine Products division, which produces small automotive parts, said it has 
let out 200 people due to a general reduction in demand. The layoff brought its 
work rolls down to 3,450. 

Okonite Co. reported 50 people were laid off this weekend at its Passaic, N. J., 
plant and there may be more layoffs this week, according to the Associated 
Press. Okonite said, however, some workers previously idled at Paterson, N. J., 
had been recalled. 

The Manhattan Rubber division of Raybestos-Manhattan, Inc., said it had 
put two departments at its Passaic plant on a 4-day week, the press service also 
reported. The company said 195 men are affected by the cutback. 

United States Rubber said it plans to idle a number of workers—perhaps as 
many as 300—in the next 3 months at its Passaic, N. J., plant which makes such 
mechanical rubber items as conveyor and other belts. 

The company cited “reduction in business activity” for the cutback. It said 
the plant had 2,798 workers at the end of 1957. 


UnitTeD STATES RUBBER STATEMENT 


“Because of lower levels of business activity in the third quarter of 1957,” 
United States Rubber said, “It was necessary to make minor reductions in our 
working force. Further reductions in business activity now have forced more 
drastic reductions in our salary and wage personnel.” 

The company stated it anticipates an improvement in business conditions later 
this year, and in that event would recall the laid-off people. 

Taylor Winfield has had only a minimum force working at its Warren plant 
since December 20. It said a slowdown in business had led to the layoff of the 
311 people who are now being recalled. 


[From the Wall Street Journal, January 9, 1958] 


Auto SALES IN 1957 Fett 5,000 From 1956: Srocks SoarRED; GENERAL Motors 
Lai Orr Is IpLine 8,300 Workers, UAW Says 


INVENTORIES OF UNSOLD CARS AT YEAR END WAS 200,000 HIGHER 
THAN AT 1956 CLOSE 


By a Wall Street Journal staff reporter 


Detrortr.—The Nation’s auto dealers’ 1957 retail sales wound up a narrow 
5,000 cars, or 0.2 percent, below 1956, but stocks of unsold autos were substan- 
tially higher than a year earlier. 

Total sales in 1957, according to unofficial estimates, amounted to approxi- 
mately 5,847,000 United States-built passenger cars. This compares with 
5,852,000 in 1956. Consensus of industry predictions in the late months of 1956 
has been a 10 percent gain for 1957. 

December sales, after a dismal beginning, perked up in the second 10 days and 
maintained the pace for the rest of the month to narrowly miss duplicating the 
488,000 sales of December 1956. 

The month-end improvement, however, did little to ease the growing problem 
of dealer inventories of unsold new cars. Even with late production cutbacks, 
which involved assembly shutdowns of as long as 2 weeks for some divisions, 
December output totaled almost 535,000 passenger cars. This is about 50,000 
cars more than were sold at retail. Allowing perhaps 10,000 cars for export, 
therefore, another 40,000 cars were added to stocks which were estimated at 
700,000 on December 1. 

At December’s selling rate, this is equivalent to a 38-day supply. The year-end 
stock of unsold new cars is 200,000 cars higher than it was at 1956’s close. Cur- 
rent inventories approximately equal those at the end of 1955, a level which 
was later blamed by some dealers for a part of their selling problems in 1956. 
There is one difference in the present circumstances, however. With labor 
negotiations between the auto companies and the AFL-CIO United Workers 
coming up in the spring, carryover of a large supply of cars could be a source of 
industry bargaining strength. 


~ * tee ot 
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Year-end Chevy decline 


Ironically, a year-end slide by Chevrolet division of General Motors Corp.— 
which had been dominating the industry since its model introduction November 
1—kept total 1957 sales from exceeding the 1956 figure. Chevy dealers, ac- 
cording to unofficial estimates, saw their selling rate fall 12 percent in the final 
one-third of December. 

Had Chevrolet maintained its pace of the second 10 days, it would have meant 
an additional 13,000 sales in December’s final period. As it turned out, however, 
the slip enabled Ford Motor Co.’s Ford division to add close to 10,000 cars to its 
previously narrowing margin of retail sales victory. 

This victory, or rather the more official title registrations championship that 
will be finally established in February, was conceded over the weekend by E. N. 
Cole, Chevy general manager and General Motors vice president, at a Chicago 
press conference. 

Mr. Cole also said, though, that Chevrolet accounted for 28.8 percent of the 
industry’s retail sales from its new model introduction through December 20, 
and he added that the division grabbed off 30.8 percent of all United States 
built car sales in the first 20 days of December. This would indicate Chevy sold 
about 97,500 cars in the first 20 days of December—almost 47,000 in the first 
period and nearly 51,000 in the second. Unofficial estimates put Chevrolet de- 
liveries in the final 10-day period at about 40,000 cars, so its final sales for 
the month are estimated at 137,500 cars or 28.2 percent of the industry total. 

This picture, however, also has its disquieting aspects. Chevy’s daily average 
selling rate, for instance, declined 3.6 percent in the second 10-day period from 
the first, and fell off 12 percent in the final third. Chevolet’s market penetration, 
moreover, has also dropped steadily—from a whopping 32.8 percent in early 
December, to a still-better-than-average 29.1 percent in midmonth and finally 
to a disappointing 23.5 percent in December’s final selling period. 

Unofficial estimates also indicate Ford division, which had trailed badly in 
the early part of the month, battled Chevy to a standoff in the second 10 days 
and outsold the General Motor’s unit in the final period to lose the merest frac- 
tion of the 30,000 car sales lead it held through November. Final estimates for 
the year indicate Chevy sales of about 1,455,000 against 1,485,000 for Ford. In 
1956 Chevrolet won by about 200,000 cars. 


Monthly sales pattern 


A recapitulation of monthly sales for 1956 and 1957 shows this pattern: 

Sales in 1957 ran substantially behind the year before pace through the first 
4 months. At the end of April, in fact, the dealers had a cumulative deficit 
of 81,000 cars from the total for the like period of 1956. 

Sales in May were at the same level as a year before and June saw the first 
really meaningful improvement, a 5.5 percent gain from a year before. July 
sales fell off steeply to a level 7.2 percent under July 1956—the worst year-to- 
year comparison of any month—and three monthly gains followed. But No- 
vember sales failed to show the looked for new model impetus and dropped 4 
percent below 1956 levels. 

December, as previously noted, then started on the same low note but finally 
closed about even with December 1956. Total sales for the 8 months of year 
were up about 76,000 cars or 2 percent from those of the corresponding period 
of 1956. 


UNION CLAIMS 5,000 EMPLOYEES ARE AFFECTED IN MICHIGAN, 3,300 ELSEWHERE 


A Wall Street Journal News Roundup 


At least 5,000 hourly workers have been laid off at divisions of General 
Motors Corp. in Michigan within the last few weeks and at least 3,300 employees 
have heen furloughed or are being idled at General Motors plants elsewhere, 
according to AFL-CIO United Auto Workers Union officials. 

Some of the layoffs are confirmed by company spokesmen although, as usual, 
the company and union estimates do not entirely agree. 

Most of the Michigan workers have been separated from the Buick division in 
Flint and the Pontiac division in Pontiac and at the Fisher Body division 
plants in those cities. 

Union sources at Oldsmobile and Cadillac divisions reported steady employ- 
ment while at Chevrolet division what productions cuts have occurred have ap- 
parently been the result of minor layoffs and elimination of overtime. 
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The layoffs were the first of any size reported at General Motors plants in the 
Detroit area. Ford Motor Co. and Chrysler Corp. have previously confirmed siz- 
able cuts in employment and both of those companies curtailed production and 
employment sharply over the Christmas and New Year’s holidays. 

Chrysler this week confirmed reports that 3,400 hourly workers at Dodge 
division and 600 at DeSoto division are being laid off as a result of production 
cutbacks. There were union reports that a further 4,550 employees are to be 
furloughed by January 17, including 1,450 at Plymouth division and 3,000 in the 
stamping division. 

A Chrysler spokesman said, however, that no such layoffs have been scheduled. 

Chrysler announced yesterday the layoff of 350 workers at its transmission 
plant in Indianapolis. The company said the move was made to “balance inven- 
tories.” 

The latest step brings to 869 the number of Chrysler workers laid off within 
the past week at 3 Indiana plants. Officials said 369 employees at the Kokomo 
transmission plant and 150 at the New Castle foundry have also been given 
temporary, but indefinite, releases. 

At Flint, an official of Buick division local 599 said 1,000 hourly workers at 
Buick were idled in the last 2 weeks. He estimated that 2,100 had been let out 
Since the 1st of December, including 750 to 800 workers with seniority. A 
Buick spokesman put the figure at 1,780, which he said included workers who 
have quit. 


Pontiac Furloughs Reported 


Pontiae division has furloughed 1,000 employees in the last 2 weeks, according 
to a spokesman for local 653 of the UAW. Before that, he said, 800 people had 
been laid off but most were temporary, nonseniority employees hired in October 
when new model production was getting under way. 

A layoff of 1,000 hourly paid workers at the Fisher Body division at Fiint, 
was reported by an officer of local 581, which represents some 6,000 employees. 
He said the Fisher Body plant at Grand Blanc, which produces body stampings, 
had furloughed 500. The two plants supply bodies and body parts to Buick. 

A General Motors spokesman said that the layoff at the Flint Fisher Body 
division included 750 people who were furloughed on December 16 and 150 
who will be severed this week for a total of 900, as compared with the union 
estimate of 1,000. At Grand Blanc, he said that 350 Fisher Body employees had 
been laid off on December 31 and that a further 100 will be laid off tomorrow. 
The total of 450 compares with the union estimate of 500. 

At another Fisher Body plant in Pontiac, Harold Grant, president of UAW 
Local 596, said he has had indications that 300 of his 3,200 members are sched- 
uled for layoff Monday. 

At the General Motors Corp. transmission plant at Willow Run, Mich., Dave 
Mann, president of UAW Local 735, said 471 workers were furloughed last Fri- 
day. The union represents some 6,500 hourly workers at the plant, which pro- 
duces automatic transmissions for Oldsmobile, Pontiac and Cadillac. 


Layoff confirmed 

The layoff reported by the union at the Detroit transmission division was con- 
firmed by a company spokesman, but he said that he had no indication of the 
union-reported layoff scheduled for next Monday at the Fisher Body plant at 
Pontiac. 

At the Linden, N. J., Buick-Oldsmobile-Pontiac assembly plant 800 of the 3,200 
employees have been idle for over a week, according to a spokesman for Local 
595, UAW, which represents the workers. He said the laid-off men had not been 
advised when they will be recalled. A General Motors spokesman said that 
layoffs at Linden affected “mainly temporary workers.” 

In Atlanta, Bill Porter, president of UAW Local 10, said “between 800 and 
900” workers would be laid off today at the Buick-Oldsmobile-Pontiac plant. A 
GM spokesman there said the number furloughed would be below the union 
figures. 

Wiaaeeetimataty 675 temporary employees will be laid off due to a readjust- 
ment of production schedules,” he said. These were the only layoffs definitely 
planned now, he said, but indicated it was “possible” there might be more in the 
next few days. After tomorrow’s layoffs, about 3,500 will be employed at the 

nt, about “average,” he said. 
a alums at GM's Buick-Oldsmobile-Pontiac plant at Wilmington, Del. 
confirmed there will be a layoff there today. He said he did not know how many 
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would be involved, but “it will be under 1,000.” However, an official at the 
UAW’s regional office in Baltimore said 1,000 production and maintenance work- 
ers would be idled at the Wilmington plant. 

Francis W. MacDonald, secretary-treasurer of UAW Local 422 in Framing- 
ham, Mass., says the Build-Oldsmobile-Pontiac plant there laid off 400 workers 
about 3 weeks ago and will lay off “about 300 more” today. 

Jarl Dobos, manager of the Framingham plant, said the December 6 layoff 
totaled 325 people. Included, he said, were some temporary workers who would 
have been laid off anyway whenever the plant reached a steady production 
level. 

As for a possible layoff this week or next, Mr. Dobos said, “As of now, none 
is contemplated.” He said, however, that he is waiting for figures right now that 
will tell the story. 

Another layoff ‘could be possible,” he said. 

Chevy slowdown 


Chevrolet division, which was producing cars at record levels before Christmas 
apparently has been slowing down after having won its 1957 production—but 
not retail sales—race with Ford. The Chevy slowdown was being reflected in 
elimination of overtime at its plants in Flint and Detroit, according to union 
sources. 

An officer of local 659, representing 19,000 workers at the Flint plants said 
that the Chevrolet assembly plant and frame and stamping plants had worked 
10- to 12-hours days before Christmas, but operations had now been cut back to 
a 40-hour week. He said there were reports of scheduled layoffs but he had no 
definite information. 

In Detroit, James Cleveland, president of local 262, reported that 150 work- 
ers had been furloughed at Chevrolet’s Livonia spring and bumper plant last 
Friday, and that there were reports of further layoffs. 

A Chevrolet spokesman confirmed the Livonia layoff but said the 150 workers 
were temporary employees with no seniority, meaning that they had worked 
for the company 90 days or less. He had no comment on the other union reports. 


{From the New York Times, January 16, 1958] 
Car DEALERS GET CONSUMERS’ VIEWS 
PANEL AT CONVENTION STATES OBJECTIONS TO MODELS AND SOME SELLING METHODS 


By Joseph C. Ingraham 


MrAMi Beacu, January 15.—The automobile industry was warned today that 
the public was not too pleased with the design of new cars or some of the methods 
used to sell them. 

The National Automobile Dealers Convention, concluding its convention here, 
heard a consumér panel whose participants represented a total of 14 million 
persons express a customers’ view. 

The dealers were told by Mrs. A. N. Satterlee, chairman of the consumer divi- 
sion of the General Federation of Women’s Clubs, that manufacturers were sub- 
ordinating safety to style. This, she said was one reason for current dissatisfac- 
tion. 

She also said a survey had shown that women resented gadgets, bigger cars that 
required bigger garages, and poor workmanship. All of these factors have com- 
bined to produce some loss of faith in the dealer and the products he sells, 
Mrs. Satterlee declared. : 

Ray Farabee, president of the National Students Association, was highly 
critical of dealers’ sharp practices. 

Frederick J. Bell, executive vice president of the dealers’ organization, was 
the moderator. 

At an earlier session, the dealers were told the automotive industry has the 
potential to lead a “real economic comeback” for the country in 1958. 

Arthur O. Dietz, president of the C. I. T. Financial Corp. predicted the sale of 
6 million new cars in 1958, although the recent lag has caused other. experts to 
forecast sales of not more than 5,400,000. 

Mr. Dietz, whose company is the largest in the industrial finance field, said 
the potential for a good sales year existed both for new and used cars because of 
the record breaking sales in 1955. 
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He reminded the dealers that more than 5 million of the 7,200,000 new car 
buyers now owed nothing on their cars and had a good trading equity to buy a 
1958 automobile. 

The remaining 2,200,000 will complete their payments this year, most of them 
during the first six months, he said. 

There also are nearly 2 million cash buyers of 1956 cars who should be ready 
to reenter the market this year, he noted, while another 2 million persons who 
bought on time in 1956 should be good prospects. 

“We have plenty of live prospects—if they only can be sold,” Mr. Dietz said, 

Philip M. Talbott, president of the United States Chamber of Commerce, 
echoed Mr. Dietz’s stand. 


[From the Wall Street Journal, January 17, 1958] 


Auto Ovurput TH1s WEEK ExPecTep To Fatt Asout 24 PERCENT BELOW 1957 
LEVEL 


ANTICIPATED PRODUCTION SET AT 110,358 UNITS, OFF 8 PERCENT FROM 120,184 LAST 
WEEK 


By a Wall Street Journal Staff Reporter 


Derrorr.—Shutdowns of assembly operations this week by Studebaker-Packard 
Corp. in South Bend, Ind., and by Chrysler Corp. at two of its main assembly 
plants in the Detroit area will help cut output of passenger cars in the United 
States this week to an estimated 110,538 units. 

Five assembly plants of Ford Motor Co.’s Ford division will be closed for the 
day today, also contributing to the decline in production for the week. 

Anticipated production for the week will be about 8 percent under the 
120,184 assemblies last week and about 24 percent under the 145,894 cars built 
by the industry in the comparable year-ago week. 

The auto-output week ends at midnight Saturday. 

Production of autos during the opening weeks of this year will total some 
807,338 by the end of this week, down almost 20 percent from the 384,107 cars 
built in the comparable period last year. 

Studebaker-Packard this week halted production of cars, and “probably” will 
return to production next Monday. The company resumed assembly operations 
last week after a similar 1-week shutdown 2 weeks ago. Last week, the com- 
pany turned out 187 Packard cars and 970 Studebaker cars. 

The main plants of Chrysler’s Dodge and DeSoto divisions again closed this 
week to balance production in line with field inventories. These plants resumed 
assembly operations last week after a 2-week shutdown. Dodge and DeSoto 
operations at Los Angeles and Newark, Del., worked normal schedules this week. 

The company’s Plymouth division this week will build an estimated 8,500 
cars, down from last week’s 11,497 assemblies. The company will turn out this 
week 1,100 Dodge cars and 50 DeSoto cars compared with 3,571 and 1,601, re- 
spectively, for last week. 

Ford division this week will build an estimated 26,515 cars, down from the 
27,888 built last week. Although the division confirmed that five assembly 
plants would be down for the day today, a spokesman would not comment on 
the reason the plants would be closed. Last Friday, 4 Ford assembly plants, 
from a total of 15, were down for the day. 

Ford’s new M-E-L division (Mercury-Edsel-Lincoln) said some 838 Lincoln 
cars will be built this week at the Lincoln plant at Wixom, Mich. The plant 
struck 414 days last week, resumed assembly operations on Monday. Last week, 
98 Lincolns were built. 

Mercury division this week is scheduled to hike production to 3,754 from 3,158 
last week. 

Among all the auto producers, only Chevrolet division of General Motors Corp 
has scheduled assembly operations for tomorrow. This division, scheduled to 
build 34,500 cars this week, has scheduled passenger car assembly operations at 
Los Angeles and assembly of Corvette sports cars at its St. Louis plant. Last 
week, the division turned out 33,838 cars. 
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To date— 

Last Year-ago 
week ! week 

1957 








Chevrolet ‘ 33, 838 33, 519 . 89, 406 
tiene nnins ehgnrastatcrurecieon f 27, 888 34, 490 3, 92, 313 
Oldsmobile , 238 9, 579 10, 226 24, 816 27, 237 
Buick ‘ 8 9, 996 12, 419 _17 33, 829 
a 11, 497 14, 934 , Tad 36, 220 

8, 052 9, 339 , 8 24, 097 

3, 824 1, 967 h 4, 926 

3, 158 8, 558 8 22, 789 

. oa 2, 915 3, 472 : 8, 759 
oa oe ere. sigu ; 1, 953 3, 355 , 8 8, 299 
Dodge ; 3, 571 6,131 | 34! 16, 277 
338 94 1, 401 522 3, 582 

ia ae eimai ate . 550 | eK | 845 , 55 2, 036 
nab cronies 3e 436 | 0 0 
a eee eee : 3, 660 1, 692 9, 506 
SS ee aad catia ieee 854 970 3, 003 
Packard-___-- ? f Danie teiisinnneal 448 | 187 977 
veauahbhunavasedeentouaeuen 162 0 545 

96 0 258 








110, 538 120, 184 145, 894 307, 338 384, 107 


1 Revised. ‘Totals include 18 Continentals in the year-ago week and 18 in 1957. 
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[From the Wall Street Journal, January 9, 1958] 
BUSINESS AND FINANCE 


Auto production cutbacks deepened, reflecting continued rise in unsold stocks 
of new cars. Union officials said at least 5,000 workers have been idled at 
General Motors plants in Michigan the past few week, and some 3,300 have 
been furloughed at GM plants elsewhere. Ford and Chrysler had previously 
announced sizable reductions in employment. Chrysler’s Dodge and DeSoto 
divisions are letting out 4,000 workers this week, but the company denied union 
reports that further substantial layoffs were planned. 

Auto dealers retail sales of United States-built cars last year eased to 5,847,000 
units—down 5,000, or 0.2 percent, from 1956. While sales perked up in late 
December, an additional 40,000 cars were placed during the month in dealer 
inventories, which had been around 700,000 on December 1. Year-end stocks 
in dealers’ hands were 200,000 higher than at the close of 1956. 


{From the Wall Street Journal, January 20, 1958] 
Forp to SHut Down Auto Propuctrion At MAHWAH, N. J., PLANT FOR A WEEK 
A Wall Street Journal News Roundup 


Ford Motor Co. announced it will close down passenger car production at 
its Mahwah, N. J., assembly plant today for a week, idling some 3,600 workers. 
The plant, which turns out Fords, Edsels, and trucks, normally employs 5,100 
workers. Truck production will continue this week. 

A company spokesman said this action was taken because of bad weather in 
the Northeast which has held down sales. Production is being interrupted to 
help balance inventories, he added. 

The Mahwah plant, which has been in operation for over 3 years, is one of 
the 3 largest and newest in the Ford division assembly plant network, ranking 
with other operations at San Jose, Calif., and Louisville, Ky. Prior to the shut- 
down, the New Jersey plant was operating on 2 turns and producing 700 units 
daily. 
past week, five assembly plants of the Ford division were closed down on 

iday. 
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GM LAYOFF 


General Motors Co. confirmed it has laid off some 1,100 employes at 2 of its 
Buick-Oldsmobile-Pontiae plants. Of this total, 700 were identified as “tem- 
porary” employees at the Southgate, Calif., plant and the other 400 were idled 
at the Linden, N. J., plant, reducing employment there to 2,600. 

In New York, American Machine & Foundry Co. announced it will close its 
Boston electronics plant and assign the work to facilities in Greenwich, Conn., 
and Pomona, Calif. 

Many key people among the 600 employees in Boston will be transferred to 
the other locations, AMF said, and many nontransferable personnel have al- 
ready been placed with other companies in the Boston area. 

Morehead Patterson, AMF chairman and president, said “the new arrange- 
ment is designed to strengthen our capabilities in the guided missile and de- 
fense electronics field.” 

Switched to Pomona, the company said, will be manufacture of data-processing 
equipment, a radar beacon and navigator-bombardier trainers. Contracts on pre- 
cision instrument and tracking instrument mounts will be moved to Greenwich, 
AMF said. 

Manufacturing work at Boston is to be completed by May 1, the announce- 
ment said, but some office activities are to continue there through June. 

In Chicago, Norge division of Borg-Warner Corp. said it had laid off 100 
production workers at its Herrin, Ill., washing machine plant in what it termed 
a “seasonal cutback.” A spokesman said a similar number of workers had been 
hired in October to meet “increased demand” at that time, and the current 
move is a return “to a more normal January production schedule.” 

Allis-Chalmers Manufacturing Co., said it plans to idle tomorrow about 100 
of the 3,500 employes at its Springfield, IIL, plant, which makes crawler tractors 
and road graders. 

Hyster Co., maker of industrial lift trucks and tractors, said it will curtail 
operations February 3 at its Portland, Oreg., plant. Employees will work three 
4-day weeks, then lay off a week, the company said, but the idle periods will be 
staggered among various employees so the plant will be open all the time. 


INDEFINITE PLANS 


The plan will continue indefinitely, Hyster said, “until business takes a de- 
cided upturn.” 

According to the Associated Press, Colorado Fuel & Iron Corp. in Denver 
has laid off 500 workers at its Pueblo, Colo., steel mills. The company gave 
as its reason lack of orders for steel. 

The layoffs came in the wake of the company’s decision to cut back produc- 
tion by reducing the number of turns worked each week. This was in addition 
to the 32-hour workweek adopted in some departments in November last year. 

The press association also said Sylvania Electric Products, Inc., has closed 
its Du Bois, Pa., plant, which employs about 35 machinists in the production 
of precision tools for commercial use and also in other Sylvania operations. 
Some of the idled machinists, the company said, may be transferred to other 
Sylvania operations. 

A. O. Smith Corp. in Milwaukee has said it has already made or has pend- 
ing layoffs at 2 plants which will furlough about 200 workers. The pipe pro- 
ducer said that like other manufacturers in this field it has been hard hit by 
a Court decision that the Federal Power Commission cannot approve higher 
national gas rates without consent of the purchaser. 

The Milwaukee concern said that gas pipeline companies have deferred more 
than 200,000 tons of pipe orders which amount to about 20 percent of the firm’s 
annual pipe production. 


[From the New York Times, January 20, 1958] 
SworTer Cars ASKED BY REGION’s Mayors 


Mayor Wagner has appealed to the automobile industry to help relieve traffic 
congestion by manufacturing shorter and narrower cars. 

The request was made on behalf of the Metropolitan Regional Conference, of 
which the mayor is chairman. The conference consists of the top elected officials 
of the immediate New York-New Jersey-Connecticut area. 


~~ — 
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In letters made public yesterday, the mayor told the heads of five leading 
automobile companies that the long, wide cars now being turned out take too 
much curb parking space, shrink the facilities of parking, lots and garages, 
force relocation of parking meters and increase congestion. 

The mayor's letters were sent to George Romney, president of American Motors 
Corp.; L. L. Colbert, president of Chrysler Corp.; Henry Ford 2d, president of 
the Ford Motor Co.; Harlow H. Curtice, president of General Motors Corp.; and 
Harold Churchill, president of the Studebaker-Packard Corp. 

The letters implemented a resolution adopted by the conference at its recent 
meeting in Newark. The heads of the five companies were told that Mayor 
Charles 8S. Witkowski of Jersey City, chairman of the conference committee on 
traffic and transportation, would be glad to discuss the problem with them or 
their representatives. 

“We are aware of the economic stake that the automobile industry has in the 
design of its cars,” Mayor Wagner wrote. “We ask that the industry begin giving 
thought to the economic problems of cities and regions that result from automobile 
size and design.” 

The mayor said that the present trend toward longer and wider cars had pro- 
duced the following results: 

“Available parking curb space has shrunk in our cities. 

“In the past 10 years the average parking lot has lost 15 percent of its usable 
space while prewar garages have lost 40 percent. 

“In some communities parking meters installed a few years ago in concrete at 
distances 20 feet apart are no longer adequate for handling passenger cars.” 

“Traffic jams and congestion on the highways and streets of our tristate region 
have become more intense.” 

The mayor’s letter said that the conference hoped that the automobile manu- 
facturers would take into account, “the tremendous burdens placed upon our 
local traffic facilities by larger automobiles.” 

Data compiled by the conference showed that the average width of 4-door 
sedans increased from 71 inches in 1938 to 78 inches in 1958. In the same 20 
year period the average length of the same type of car increase from 193 inches to 
212 inches. About 80 percent of American automobiles, the conference found, 
were four-door sedans. 

Most of the cars used by New York City officials and those of many cities in the 
conference area are four-door sedans of the current longer and wider design. 


[From the Wall Street Journal] 
Auro OutTPpuT IN 1958 ContINurs To Tor SaLes DEspIre 21 Percent Cur 
FroM 1957 Pace 


By a Wall Street Journal staff reporter 


Detroir.—Auto companies are still turning out cars faster than they are being 
sold, industry sources estimate. 

Inventories of the 1958 cars in dealers hands have been climbing since the first 
of the year, despite extensive cutbacks in production since late December and 
from the year-earlier pace. 

New-car inventories early this month totaled almost 750,000 cars, well over 
a month’s supply. At current production and sales rates, new-car inventories 
by the end of this month will probably climb to over 790,000 units, industry 
officials say. 

Production, on the other hand, has been cut almost 21 percent to 418,273 cars 
so far this year, including this week’s totals, from 529,298 in the like period of 
1957. And scheduled assemblies for the first 8 months of this year have been 
cut, according to Detroit sources, by almost 15 percent from output in the first 
quarter of 1957. 

Production of cars in the United States is slated to rise to an estimated 
111,712 cars in the week ending at midnight tomorrow, up slightly from the 
109,761 assemblies last week. Output for the week, however, will be about 23 
percent under the 145,191 cars turned out in the like year-ago period. A factor 
in the rise this week is the resumption of operations at assembly plants of 
Chrysler Corp.’s Dodge and DeSoto divisions in the Detroit area and of Stude- 
baker-Packard Corp., in South Bend, Ind., after a 1-week closedown. 
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Except for Ford Motor Co.’s Lincoln assembly plant at Wixom, Mich., and 1 
Chevrolet assembly plant of General Motors Corp., at St. Louis, scheduled to work 
6 days, most auto makers will work 5 days this week. Scheduled to work 4 
days this week are GM’s Buick and Pontiac assembly plants in Michigan at 
Flint and Pontiac, 5 of Ford division’s 15 assembly plants and several Buick- 
Oldsmobile-Pontiac plants. 




















To date— 
This Last Year-ago |_ 
week week ! week 
1958 1957 

ee 34, 700 33, 813 34, 301 126, 684 123, 707 
NE os edod bad EE RNG WARE 25, 360 26, 901 35, 155 99, 569 127, 468 
Oldsmobile... _.-. eT SUPE eee aa 9, 007 9, 680 10, 148 34, 265 7, 385, 
IN aN oe nine 8, 100 8, 102 15, 205 33, 435 51, 425 
no ae 7, 600 7, 322 9, 382 | 28, 342 33, 479 
AE See ae 7,085 8,710 | 11, 568 | 31, 384 45, 397 
ae re oa 3,849 | 3, 682 | 8,079 | 13, 643 30, 868 
ene ices dank oan amet 3, 500 | 889 | 6, 508 | 8, 634 | 22; 785 
Rambler. ._.--..-- ik eshenemremen iia 3, 486 | 3, 698 399 13, 601 5, 325 
CE ner ee et 3, 200 | 3, 126 3, 566 | 10, 955 12, 325 
i LE OREN ES EF: | 1, 600 103 | 3, 682 3, 345 13, 188 
ne eat ak. 1) 200 1, 834 | 3, 358 5, 885 11, 657 
cit. cnbodosits~6cdnctemineenest 1, 040 0 | 973 | 2,010 3, 981 
RN er ie 2k ee 1, 000 824 | 1, 359 | 2, 609 | 4,941 
NN Sn setts itt tne otebin beeen 441 | 448 | 0 | 1, 642 | 0 
DE cichce -pemmesss oteden 3 iene 350 | 629 | R38 1, 883 | 2, 874 
OS Feit, ll ic aes, 200 | 0 | 604 | 387 | 1, 581 
PRE ae ERIS EERE FIT f 0 | 0 30 0 57 
a 0 0 27 0 | 2385 

Ne Seren cance | 411,712 | 109,761 145, 191 | 418, 273 | 529, 298 

1 Revised. 


2 Total includes 4 Continental cars in the year-ago week and 52 in 1957. 


[From the Wall Street Journal, December 10, 1957] 


Car Pricinc—How Avro Firms Ficure Txetrr Costs To RecKon THE PRICE 
DEALERS Pay 


INDUSTRY'S ACCOUNTING WAYS SHED LIGHT ON WHY TAGS ON NEW CARS KEEP 
RISING—-FOCUS ON PROFITS, PAY GAINS 


(By Dan Cordtz, Staff reporter of the Wall Street Journal) 


Derroirr.—Why do car prices keep going up? 

“Administered prices” and exorbitant corporate profits are to blame, charges 
the United Auto Workers Union. 

Wage increases have far outstripped gains in productivity, retort the auto 
manufacturers. 

A puzzled public, which ultimately must foot the bill for either swollen profits 
or wages, is bombarded with “evidence” from both sides and not unnaturally 
ends up suspecting that both sides may share the blame. 

The problem of rising prices and their causes is a vital and vexatious one— 
the more so in the auto industry because of its position as a mainstay of the 
economy and the evidence, growing stronger, that customers are starting to 
balk at higher price tags. 


Bid from Washington 


So important is the auto pricing question regarded, in fact, that a Senate 
committee headed by Tennessee’s Estes Kefauver has invited representatives 
of the UAW and four auto companies to Washington to seek Some answers. 

It’s highly questionable, however, that the hearings, scheduled for late Jan- 
uary, will yield any conclusions satisfactory to all concerned. Indeed, the ex- 
tent to which they can even provide facts to help the public make up its own 
mind depends almost entirely on the Senators’ ability to pry out figures on auto 
costs which the manufacturers traditionally guard even more closely than styling 
secrets. 

On many occasions in the past, the car makers have sternly rebuffed demands 
by the UAW for “a look at the books” and there’s no indication their attitude 
has changed. 
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But if company spokesmen are publicly tight-lipped on the matter, an occa- 
sional auto executive is willing to discuss—privately—the manner in which 
auto companies determine car prices and the factors that figure in that determi- 
nation. Based on conversations with such officials, a cost breakdown has been 
obtained of the sort the Senators will be seeking—the share of a car’s price 
that goes for labor, material, overhead, sales and administration and profit. 


A statistic, a concept 


Before examining the figures, however, two important points must be made. 
First, although the car makers frequently point publicly to their relatively modest 
margin of profit on sales, the really important statistic, and one which the 
successful auto executive never loses sight of, is the return on invested capital. 

Secondly, the allocation of costs in every company is made on the basis of 
what is known as the “standard volume,” a concept developed in the 1920‘s by 
General Motors executives and carried through by all companies—practically 
without modification—ever since. It works roughly like this: The company fore- 
casts the market and its own share over a long period. It then builds plant capac- 
ity great enough to handle not only that volume but the added volume of peak 
years in the sales cycle. Standard volume is set as a percentage of that plant 
capacity and costs are allocated and prices figured on the basis of that volume. 

Standard volume really amounts to the number of cars over which all costs shall 
be spread for the purposes of estimating per-car costs—and thus determining per- 
car prices. Because all costs—the value of unused plant and equipment as well 
as that being used—must be charged to standard volume, the per-car costs also 
include the cost of idle capacity. 

What’s the industry’s calculated standard volume today? Estimates range 
all the way from 33 percent of capacity to 80 percent. “My guess,” says one 
executive, “is that the industry as a whole has a total capacity today of 10 mil- 
lion cars and an aggregate standard volume of perhaps 55 percent of that, or 
5.5 million cars.” For comparison, actual output reached 7.9 million cars in 
1955, fell to 5.8 million in 1956 and is expected to run about 6.2 million this year. 


Making a car 


With these points in mind, picture as an example of the pricing process an 
imaginary car-making division in the Ford-Chevrolet-Plymouth field. The cost 
figures to be used are those for an actual vehicle of one of the “low-priced three” 
but they illustrate the approximate costs of the others as well. This sample 
division’s first concern with prices begins with the assignment to it by the parent 
corporation of its “asset base” for the coming model year. 

The asset base is the portion of the corporation’s total assets on which the divi- 
sion is expected to return a profit. For illustration, say the sample division’s 
asset base is set at $600 million. At the same time the division is also notified 
that its required return on its share of the corporate investment is 30 percent 
before taxes at standard volume. In other words, at year’s end it is expected 
to have turned over to the corporation total earnings of $180 million on its 
standard volume, which we shall set at 1 million cars. 

Before it has even started to estimate costs, therefore, the division has estab- 
lished the average profit it must make on its first million cars—$180 per car. 

“Tt’s not nearly as simple as it sounds,” cautions a veteran official. “In fact, 
the complexities are unbelievable. For competitive reasons, for instance, we may 
have to shave the profits thin on one model and get them back on another. Our 
profit on operations varies, too, and so we may be able to sell a stripped version 
of a certain model for very little profit, knowing we'll make it up on the extra-cost 
accessories.” 

Acknowledging these qualifications, however, the only way to get an under- 
standing of pricing is to pick out a typical vehicle and break it down. Our ex- 
ample is a four-door sedan in the upper end of the division’s price bracket which 
sells in Detroit, complete with radio and heater, for about $2,600—including a 
full factory-suggested dealer markup and all taxes. 

Just what does this car cost to build? 

By far the most important factor in determining its cost is material, which, 
to the division finally assembling the car, includes not only parts purchased 
from outside suppliers but those fabricated by itself or another company divi- 
sion from raw materials bought by the corporation. Outside purchases, in this 
case, total $500 of parts. The other, or “inside transfer” parts, cost the assem- 
bling division $600—but the original cost to the company for raw material was 
only $300. The additional cost represents value added by internal manufacture 
and includes these items: $50 in producitve labor costs of parts-making divi- 
sions; $25 in administrative costs; $75 in profits to the other divisions (which 


j 
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also have asset bases and required earnings) and $150 in “burden.” This last 
charge, which also figures in the assembly division’s costs, takes in all overhead 
expenses—including nonproduction labor such as maintenance men and time 
keepers, amortization of plant and equipment, local taxes, utility charges, insur- 
ance, and the like. 


Thus, final material costs as the car starts down the asembly line amount to 
$1,100. 
yrs 


Direct labor costs 


The division’s next cost consideration is that of direct, productive labor 
which, for the sample vehicle at the assembly division’s level, is estimated at 
$75. This does not, of course, represent all the manufacturing labor in a motor 
car. Another $50, as was previously mentioned, is involved in the labor cost 
of “inside transfer” material. And it is reasonable to assume that the labor 
costs of outside suppliers amounted to another $50. But to the car assembly 
division, these already have been covered in material costs. To the materials 
bill, productive labor adds only $75. 

Finally is added the division’s “burden” charges of $125, and the sum of ma- 
terial, labor, and “burden” yields a “plant-level cost” of $1,300. Plant level 
cost is nothing more than the actual cost of procuring and converting material 
into a finished car—with no allowance whatever for the division’s costs of 
planning, administration, or sales. 

The first and most important item added to the plant-level cost, is the required 
profit of $180. All other items are susceptible, to some degree, of reduction, 
But profit must be $180 if the required return on investment is to be met. 


Adding charges 


There follow these additional charges (which usually are figured in terms of 
a percentage of sales or plant-level costs but which are indicated here only in 
their actual dollar figures) : 

Fright, both inbound and outbound, $85. Inbound freight is the charge for 
materials and part shipped into the assembling divisions’ plants and is separate 
from the actual cost of materials. Outbound freight is the charge for delivering 
the car to the dealer in Detroit. 

Tooling and engineering, which some executives argue should properly be 
charged to burden as a part of plant-level cost, $50. 

Sales and advertising expenses, $50. 

Administrative, commercial and miscellaneous charges, $65. 

This last item, according to some officials, can hide a multitude of items. One 
cost frequently included, for example, is a warranty charge, about which the 
auto makers are extremely touchy. The manufacturers normally guarantee & 
new car against defects for a specified period and if a rash of part failures turns 
up it can be costly indeed. 

“A competitor of ours got in trouble with a batch of bumpers last year,” 
recalls an official of one of the low-priced three with obvious relish. “The origi- 
nal bumper cost only $13, but the cost of shipping a new one, paying the labor 
bill for replacing the faulty one, and then shipping the bad bumper back to the 
factory amounted to $27 a car.” 

It’s probable that the miscellaneous item for our sample car contains a $15 
charge for warranty costs based on past experience. 

Another auto executive contends that some companies also add a “variance” 
factor, which is simply a bit of padding to cover possible errors in estimating 
other costs. This, he says, can range from 1 to 3 percent. Although other 
officials dispute the existence of a variance factor, it could also account for about 
$15 of the miscellaneous item. 


Price to dealers 
Here then is a recapitulation of the division’s costs: 


a eee nee en tome tinea neem ie $1, 100 
I haa asmaanin dep rimeegini ond aso % 
Nn ee cer ecniee shat en deipsieaern oo intindtiaee chic sconn mipiyoons oe 125 
ee a Reinieess mich gieny pokaeaonpa mips aur s 5 = 
Nee cetera tnateny emarereren span tnnen este ie epee esi tire ree & 
Tooling and engineering__--..--------------------------------------- . 
Sales and advertising____.___----------------------------------------- s 
Administrative, ete__......---------------------~--------------------- 


Total sales price to dealer__.__--------------------------------- 1, 730 
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All of the above costs, as previously indicated, are based on the standard 
volume. But they are affected in widely varying degrees if the division falls be- 
low or exceeds that figure. 

For example, material and productive labor costs which vary in almost direct 
ratio to volume. Two million cars will require twice the material needed for 
one million. And barring the need for overtime operations, twice the labor costs 
also will be incurred. 

Many of the other cost items, however, are less controllable and the major 
share of burden is rigidly fixed. Thus if sales reach only 800,000 cars, material 
and labor costs per car remain constant but burden charges could easily rise, 
for instance, to $145 per car from $125. The $20 of “unabsorbed burden” must, 
of course, come out of profits, which are further reduced by unit sales, much 
smaller than planned. Whereas, in our sample case example, $180 million 
would have been earned on sales of 1 million cars, profits would plummet almost 
30 percent to $128 million on a 20 percent decline in sales. 

In reverse, too 


The same leverage factor works in reverse, to the division’s benefit, when sales 
go above standard volume. Over 1 million cars, for example, most of the burden 
costs become a much smaller factor on each car so that profits per car accelerate 
rapidly. If, for instance, sales reach 1.2 million, it could reduce burden per car 
to $110 and the “overabsorbed burden” of $15 per car would then be added to 
profits. Earnings on such a 20 percent rise in sales would then total $234 mil- 
lion—a gain of about 30 percent. 

Burden, of course, is not the only really fixed charge; administration costs, 
tooling and engineering also are relatively stable, too, but the costs do not remain 
as constant a burden when volume fluctuates. If, for example, a company sees 
that volume is going to fall short of standard volume, it can trim office expenses 
far more readily than it can cut its local taxes. The leverage, in short, stems, 
from many fairly fixed charges, but burden is the most important single factor. 

This uneven impact of volume on profits and sales is indicated by some figures 
from car sales in 1954 and 1955. Chrysler’s unit sales, for instance, rose 79 per- 
cent from 1954 to 1955, but dollar profits zoomed 440 percent. Ford sales went up 
31 percent in the same period, while profits soared 92 percent. The effect was 
less pronounced on G. M., where sales rose 32 percent and profits went up 48 
percent. In 1956, the reverse effect was demonstrated. Chrysler sales dropped 
32 percent, but profits plunged 80 percent. Ford sales fell 25 percent; Ford 
profits declined 46 percent. G. M. sales dipped 19 percent; its profits were off 
29 percent. 

It is this volatility that accounts for the sharp peaks and valleys of auto com- 
pany profits, exhibited so dramatically in 1956 and 1957 by Chrysler Corp., and 
this makes the auto industry the risky, high stakes game it is. The lever on 
profits is also responsible for decisions to make huge and costly investments in 
styling changes in an effort to cash in on lucrative “extra” sales. 

“In 1956 we made only minor changes and fell more than 200,000 cars behind 
Chevy,” explains a Ford division official. 

“Assuming that if we’d made a bigger change, we would have stuck close to 
Chevy, our lack of change cost us nearly all those 200,000 sales. And with all of 
them up in the range where it’s mostly gravy, we could have financed a lot of 
tooling with those profits.” That Ford learned its lesson is obvious. After spend- 
ing $246 million for a 1957 model that’s leading the pack, it plunged another 
$185 million into a broad alteration of the successful 1957 styling for its 1958 
models. 

The rapid rise of profits after standard volume is passed has one final conse- 
quence. Although it’s practically unheard of for an auto firm to make a public 
price change in the middle of the model run, it is the auto makers feeling they 
can well afford to give dealers special discounts and bonuses in the closing weeks 
or months of a model year to encourage them to cut prices and thus clear out any 
unsold cars. 


“SUGGESTED” PRICES 


As prices are set, however, the car’s official price to the dealer is fixed at 
$1,730—no matter what happens to volume. But, as every buyer is well aware, 
the invoice price is only the beginning of his tab. The factory first of all “sug- 
gests” (it cannot legally do more) a dealer markup of 31.6 percent of the invoice 


price—or, as it is usually expressed, 24 percent of the “factory-suggested list 
price,” or, in the case of the sample car, $546. 
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In today’s hotly competitive auto market, it’s rarely possible for a dealer in 
the low-priced field to get that gross profit. Figures of the National Automobile 
Dealers Association suggest the markup on such a model is closer to $330. This 
varies widely, of course, depending on what a dealer is willing to shave to make 
asale. As every car buyer knows, dealers often will snip charges here and there 
and sometimes will even cut their own take—on the theory that they’ll make it 
up on greater volume. This price snipping becomes more widespread, of course 
toward the end of a model year. , 

Added to the invoice price which the dealer pays for the car, but not calculated 
in his markup, is an item labeled by various names (General Motors calls it EOH, 
excise, overhead and handling) which is made up almost entirely of the 10 per- 
cent Federal excise tax. To the sample car price it adds another $180. 

Dealer handling, which amounts to another $50 for the car used as an ex- 
ample, is another factory-suggested charge which the dealer may or may not be 
able to tack onto his price. It is simply a standard “make-ready” charge based 
on records of the time normally spent by retailers to prepare the car for delivery, 

Finally, and inescapably, come State and local taxes, including licensing fees, 
In Detroit, these would total approximately $80. The grand total: $2,586. 


WAGES AND PRICES 


With all the items of cost thus in hand, what is indicated about the causes for 
price hikes? 

First of all, it seems clear that wage increases can hardly explain away all the 
1958 price rises which, for models similar to our sample, ranged this year from 
$85 to $135. Total direct productive labor costs of parts suppliers and the auto 
manufacturer amount in this case to only an estimated $175—certainly no more 
than $200. Even adding in hourly-rated nonproductive labor could hardly bring 
the UAW labor bill to more than $300 to $320. Based on average auto worker 
wages of $2.47 an hour, this would indicate there are about 120 to 125 man-hours 
of hourly-rated labor in the sample car. If wages rose 18.6 cents an hour in the 
past year, as Ford Vice President Benson Ford asserted recently, this would have 
boosted costs less than $25 on the car. 

“That’s not the whole story, though,” objects a company official. ‘When we 
raise the pay of our hourly-rated people, we also have to do the same for salaried 
workers. The total wage bill per car produced goes up by more than just the 
UAW’s gains.” The obviously istrue. But even adding in, to the extent possible, 
equivalent percentage wage boosts for the rest of the company’s employee pro- 
duces an indicated cost increase of less than $40. 

This estimate, moreover, ignores productivity rises which offset at least part of 
the higher wages. If wages go up, as we have estimated by 12.5 percent and 
productivity gains 3 percent the effective increase in costs is but $30. 


A sore point 


The question of productivity gains is a sore one in the auto industry. Company 
officials say the industry has accepted the principle of sharing equally with its 
workers the gains of productivity. The productivity gain it shares, however, is 
that of the national economy asa whole. The UAW, which insists productivity of 
auto workers has risen much faster than that of the total industrial community, 
charges that the companies share with the workers only the first 2.5 percent of 
productivity gains and pocket the rest. Auto men retort that productivity should 
not be shared on a strictly prorata basis. The relative contribution of man- 
agement and labor to the increase in productivity must also be taken into account, 
they contend. 

“Besides,” one economist adds, “the union is never content to accept the gain 
in productivity as its wage increase. If the UAW is going to insist on a 9 percent 
wage boost, what difference does it make whether productivity has gone up 3 
percent or 6 percent?” 

Some industry spokesmen, carry the “pay hike effect” argument back even 
further. They assert that the UAW, as a pace setter, inevitably touches off new 
rounds of wage increases among empolyes of their suppliers of raw materials and 
services—pushing up material costs as well. 


Catching up? 


The union’s rebuttal is twofold: It argues the steelmakers and other suppliers 
need not raise prices because of higher wages—high prices in steel, goes the union 
argument, are caused by the same “exorbitant” profits as are high prices in cars. 
Moreover, auto union officials note, steel workers’ wages already are higher than 
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those in the auto industry. The UAW, they claim, is not setting the pace but 
merely catching up with the rest of industry. 

The factor of material price increases, incidentally, also fails to furnish a 
pivotal ‘clue to car price rises. One source estimates the steel price increase 
earlier this year raised the cost of building our sample car by only $12 and 
costs of other materials, which altogether represent only 30 percent of car-making 
requirements, probably rose only slightly. Some commodities (copper, for ex- 
ample) have actually declined in price. 

What of the union’s charges about excessive profits? The total corporate 
profit in our sample car comes to $255, including the profits made by parts-making 
divisions in the company. This is barely 10 percent of the price the buyer pays 
for the car and less than 15 percent of the price the company receives from the 
dealer. Auto officials are far from apologetic about the figure. 

“Sure, we make good money,” says the head of one large car-making division, 
“but we sure don’t steal it. The union doesn’t recognize that just putting the 
car together isn’t the whole thing—or even the most important thing. Manage- 
ment has to do the terribly hard job of making the right decisions, day in and 
foie out, to keep the company running and provide production workers with 
obs.” 

“Considering the risks” 


Executives are emphatic as well in denying their companies make an out- 
landish return on investment, which is their real concern. “Considering the 
risks involved in this business, the swings in the market and the gambling on 
styling, we don’t make any more on our capital than other comparable indus- 
tries,”” one auto man insists. 

Consider the current rate of return. In 1956 General Motors earned before 
income taxes a 38 percent return on what it calls its “shareholders’ net invest- 
ment”—a figure composed of real estate, depreciated plant and equipment and 
net working capital. Ford, on the same basis, returned a little more than 24 
percent before income taxes and Chrysler—in a dismal sales year—realized pre- 
tax profits of only 2.8 percent of shareholders’ net investment. 

Profits in 1955 were distorted by the fact that sales boomed so high standard 
volume levels were left far behind. In 1953, however, the last previous year 
when sales approximated 1956 levels, General Motors returned almost 60 per- 
cent on net shareholder investment; Ford, 36 percent; and Chrysler, nearly 37 
percent. Net shareholder investment, of course, is much less than total as- 
sets. In 1953, for instance, GM’s net shareholder investment was slightly under 
$2.7 billion, while total assets were $4.4 billion. 

Not one of the 8, therefore, realized a return in 1956 as great as 3 years 
earlier. Does this demolish the union’s case? Not in the opinion of the UAW 
economists, who decline to comment on the price-profit argument now with the 
Washington hearings near but who have made their position clear in the past. 


"Who's financing? 


“The reason their return has declined,” one explained awhile back, “is that 
they have added enormously to their plant and equipment so that they have a 
much higher base on which to figure return and our position is that the cus- 
tomers, not the stockholders, have financed that enormous expansion. They’ve 
added to the investment base out of profits instead of going to the securities mar- 
ket for additional funds.” 

It’s true that, in the years since 1953, GM’s depreciated property, plant and 
equipment has risen from $1.5 billion to $2.9 billion, with almost all of the new 
investment financed out of profits. Similarly, Ford’s plant has gone up from 
$872 million to almost $1.7 billion and Chrysler’s has increased from $345 million 
to $613 million. But auto executives have a ready answer to the union’s objec- 
tion. : 

“Tt’s all the stockholders’ money,” one insists. “I don’t see how you can dis- 
tinguish between money taken out of the investor’s mattress and invested in new 
plant and the legitimate profits earned by the stockholders’ money but left volun- 
tarily in the business. The stockholder is, through his support of management, 
indicating his desire to reinvest some of his profits. How can you say he’s not 
entitled to the same return on that reinvested money as on money he got from 
some other source and poured into the auto company’s expansion?” 


“Just gravy” 


UAW economists, however, do insist there is a distinction and assert that only 
the original investment can properly be termed “risk” capital. “The rest is 
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just gravy,” one argues. “You can’t justify a high rate of return on that kind 
of money.” 

Auto men object strenuously, on the other hand, to the use of pretax figures 
in calculating their return. “We don’t see half that money,” they explain. “Our 
only real profit is what's left when Uncle Sam takes his.’’ This is so, but for 
purposes of setting prices the auto companies use a profit figure which will 
yield an after-tax return they regard as satisfactory. The actual net profit 
on our sample car is about $125, but a charge of $225 must be passed on to the 
buyer to enable the company to come out with that net. 

The UAW is unimpressed with the industry’s argument on pretax profits, 
“When they talk about what they pay out in wages, they’re talking about pay 
before taxes,” one unionist asserts hotly. “Our members don’t pocket all of that 
$2.47 an hour. But when the companies are talking about their own income, 
they want to reduce it to net.” 

Because of consolidated reporting, it’s impossible to determine how much 
profits per car have risen. But they have not gone up nearly as fact as auto 
company investment in physical facilities, as indicated by the declining rate of 
return between 1953 and 1956. 

Industry sources guesstimate the annual profit rise between 1953 and 1956 
at around $18 to $20 for a car such as we have used in the sample. The calcula- 
tion goes something like this: Assume our sample division’s asset base doubled 
between 1953 and 1956 and that its return on that base declined, as did GM’s 
from 60 to 38 percent. This assumption is drawn from the fact that the value 
of the property, plant and equipment of each of the Big Three in the period 
almost doubled. The asset base of our sample car, therefore, would have been 
$300 in 1953, half of its $600 asset base now. A 60 percent return in 1953 would 
have been $180 million, or $180 per car on a million car sales. If the base then 
rises to $600 million, a 38 percent return in 1956 is $228 million, or $228 a car, on 
the same number of sales. This is a rise of 27 percent. Translating that increase 
in terms of the corporate per-car profit of $255 in the present sample car, the profit 
per car would have risen by $55 since 1953, an average annual rise of a bit more 
than $18. 

To sum up: We have estimated that labor costs have accounted for perhaps $3 
of the higher price tag. Material price increases make up another $12 of the 
greater cost, and the company has boosted its profit figure by $18. The total is 
$60, leaving a variety of miscellaneous charges to account for the additional $14 
or so which has been added to the price of the car at wholesale. With wholesale 
prices up $75, the dealer is expected to add $25 to his profit (although competition 
may not allow this) to jack up the price to the buyer by $100. 

This, according to some auto officials, is about what has happened. One of 
them sums up the situation thusly: 

“To be perfectly frank, I don’t see any place where you can start cutting. As 


long as we have general inflation—and I have to admit that we've helped further , 


it—neither labor nor management is going to lag behind willingly. Prices are 
simply going to have to go on up until the buyers quit buying.” 


RUGGLES-DIRKSEN LETTER 
Aveust 15, 1957. 
Senator Everett M. DIRKSEN, 
Senate Ofiice Building, 
Washington, D.C. 


DeaR SENATOR DIRKSEN: Thank you for your letter of August 1, enclosing 
the letter of Gardiner Means to Senator Wiley dated July 22, 1957, and requesting 
comments on Dr. Means’ letter. 

I would like to state at the outset that I do agree with Dr. Means on the point 
that our present inflation has not been due to excess demand, and thus the 
policy of tight money cannot be successful in combating this inflation. 

With reference to the rest of Dr. Means’ letter, however, I do not find myself 
in agreement. I think that a combination of three elements can explain the 
price behavior of the economy in recent years. First, the economy has been 
relatively soft, as the decline in farm prices reflects. Second, wages have risen 
markedly in most parts of the economy. Finally, productivity in general has 
not risen as fast as wages, and has behaved differently in different sections of 
the economy. Given this combination of factors, it is fairly easy to explain the 
price behavior in any particular part of the economy. 

Thus for example agricultural products have shown marked price declines, 
and consequently in those industries which process agricultural products, such 
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as textiles, food products, et cetera, the fall in raw material costs has prevented 
any significant price rise. In contrast, in industries where raw materials are 
not agricultural wage costs have been a dominant influence; increases in wages 
faster than productivity have required price rises. In those parts of the economy 
where productivity gains have been least, prices have had to increase most. In 
certain industries, on the other hand, marked increases in productivity—for 
example, consumer durables—have more than offset rising wages. 

In terms of Dr. Means’ testimony and his recent letter, it is interesting to see 
how from the same basic facts he can obtain a somewhat different analysis. He 
does this through the simple expedient of defining administered prices as those 
prices which are held constant for a series of transactions. 

With this definition, the only nonadministered prices in the economy are 
agricultural prices, and if one wishes to stretch the definition, certain of the 
prices in industries processing agricultural goods. 

Thus defined, it is obvious that since agricultural prices have fallen, and 
prices as a whole have risen, it must be the nonagricultural, or “administered,” 
prices which have risen. When all prices in the economy that have risen are 
classified as administered prices, it is easy to say that the reason is that people 
have set their administered prices too high. But such an explanation loses 
sight of all the pricemaking forces that operate in the industrial sectors of our 
economy, and says in effect that prices in these sectors are entirely the result 
of arbitrary decisions. 

There is a strong suggestion in Dr. Means’ presentation that if only people 
would stop raising prices the problem would disappear, and thus that the infla- 
tion proceeds from superficial decisions. It is implied that they could easily 
refrain from price increases, and still be as well adjusted. 

It is my belief, however, that the price behavior of the economy has much 
deeper roots than the capricious decisions of price administrators. In part, I 
think it reflects the desire of the American worker to raise his standard of 
living and to participate in the productivity increase in the economy. It is 
unfortunate that wage increases exceed the productivity rise in the economy. 
I do not think, however, as Dr. Means does, that the answer lies in asking 
everyone to freeze prices, and so not to behave in what they would consider 
their own self-interest. 

One of the great advantages of the free enterprise system is that self-interest 
works out to the benefit of the society as a whole. To deny this vital principle 
and suggest that individuals should operate in terms of what is good for others, 
and thus indirectly good for themselves, constitutes a very serious charge that 
the free enterprise system is inadequate. 

Dr. Means in fact suggests that if agreement in principle cannot be reached 
outside the Government, more drastic legislation would be needed, perhaps 
involving a legislative decision on the general principle to be followed in the 
sharing of productivity gains. 

I personally would feel that any such cure as this is far worse than our 
current ills. It is too drastic a step even if it would work, and I do not believe 
it would work. It not only would restrict what I consider to be basic freedoms, but 
I.am convinced it would seriously impair the efficiency of the economy. I would 
not like to see the principle of self-interest abandoned, and such pervasive con- 
trols, whether voluntary or legislative, introduced as a part of the working 
principles of our economy (outside of such areas as public utility regulation). 

Much more moderate steps may achieve some degree of success without the 
undesirable side effects. Instead of preventing labor and business from follow- 
ing their self-interest, I believe that it is possible to use self-interest to en- 
courage them to move in the direction of increasing productivity and promoting 
growth. Specifically, I do not believe our present tax system is as good as it 
could be with respect to the promotion of productivity increases and growth. 

In this context, I would like to accent that I am not interested in a high 
rate of growth for its own sake, but rather in the maintenance of a sound, 
healthy economic system. But a sound system can only be maintained with 
healthy, sustained growth. Many adjustments are possible in a growing economy 
that are difficult or impossible in a static or stagnant economy. 

For example, industries can grow by offering higher wage rates, and thus 
attracting labor from industries where wage rates rise more slowly, without 
causing serious economic dislocation. 

In a static economy, wage increases in one industry would of course have to 
be offset by falling wages elsewhere. Furthermore, our investment industries 
live on the prospect of a growing economy. In a static economy the level of 
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investment carried out by producers may well be less than the amount that peo- 
ple would like to save, and as a result the level of expenditures on the output 
of the economy would be considerably below the capacity at which the economy 
could produce. 

A sound economy is an economy with a healthy rate of growth. The current 
inflation, coupled with the general softness of the economy, is a symptom that 
our rate of growth is below that necessary for the maintenance of a sound 
economy. 

Sincerely yours, 


RICHARD RUGGLES. 


{Facts for Action, a monthly bulletin of the UAW-CIO research and engineering 
partment] 


WuHat’s WronG WITH PRoFIT-SHARING PLANS?—THEY UNDERMINE PURCHASING 
PoWER WHEN You NEED PUCHASING POWER Most; THEY MAKE WORKERS Pay 
FoR COMPANY MISTAKES; AND THEY DON’T WoRK 


Profit-sharing becomes popular with employers when profits have been up 
for some time—when they are expected to come down in the near future. That’s 
about the time when the boss discovers that workers ought to have a “share 
in the profits.” 

In the past 6 months, management has shown great interest in these plans. 
At least one large accounting firm is making a business of peddling profit-sharing 
plans to manufacturing companies, and a new organization has recently been 
set up to help executives plan and push such plans in negotiations with unions. 

When UAW-CIO local committees bring to the bargaining table the auto 
workers’ 1949 demands for social security, many of them will get a phony 
answer in the form of a profit-sharing scheme. 

What has been workers’ experience with these plans in the past? What new 


gimmicks have been worked out to make these plans more attractive—and more 
dangerous—to American Workers? 


“FLEXIBILITY ’—POISON FOR WORKERS—SPRING TONIC FOR THE BOSS 


What management likes about profit-sharing is its “flexibility.” The extra 
money that you get under this plan is paid to you only if the boss makes extra 
profit. Furthermore, he automatically takes it away from you when profits 
go down; he couldn’t take away a wage increase without negotiations. 

It is this flexibility that makes profit-sharing poison for workers. Here’s why 
management wants a flexible wage scheme: 

Since 1939, corporation profits have been swelling up like a balloon. They 
have gone up from $6.5 billion before taxes in 1939 to about $34 billion in 1948. 

This increase in profits came in a large part out of extortionate prices paid for 
consumers’ goods by American workers. When workers tried to get back these 
lost dollars at the bargaining table they, were shortchanged. 

Now, the missing buying power is causing trouble. The auto industry isn’t 
selling cars as fast as it has been. And the same thing has been happening in the 
textile, shoe, luggage, and other industries for many months. 

Purchasing power must go up or unemployment will go up instead. Prices 
have to come down and wages have to go up. The money to do these things has 
to come out of profits. 

But the profit-sharing employer says, “I’ll raise wages only if profits go still 
higher. If I can make even more money than I have been making, I'll take a 
slice out of profits and put it into your wages. But if sales go down and my 
profits slide, I'll take that part of your wages back.” 

Eeonomists say that if sales go down, that shows that there is probably too 
little purchasing power. That’s the time to raise purchasing power, not cut it by 
cutting wages. That’s the time when it may still be possible to close the gap 
between wages and prices and save the country from the depression. 

But the profit-sharing employer says nothing doing. Profits have to be pro- 
tected first. If I cant’ get profits out of the customer, I’ll take them out of your 
wages instead. 

Economists argue that this won’t do the job. There must be a strong floor 
under purchasing power, one that can be depended on for orders and jobs, one 
that you can build on for prosperity and employment. 
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FLEXIBILITY MAKES WORKERS COMPETE 


There is another reason why employers want flexibility. It makes it possible 
for them to compete for business, and take the competition out of the workers 
pay instead of out of their own profits. 

If business begins to fall off, and management has to scramble for orders, the 
company with the lowest prices gets the business. The profit-sharing company 
can cut prices—by giving away the workers’ share of the profits of the business. 
It means competition by matching one group of underpaid workers against an- 
other, and forcing each group into lower and lower pay. That’s flexibility. 


PLANS COME AND PLANS GO—ALMOST ALL OF THEM 


This flexibility is only one of the reasons why profit-sharing has never been 
popular with the labor movement. Even when particular groups of workers 
have gone for these plans, dissatisfaction has forced most of them to be dropped 
before they got very old. Out of 161 plans recently studied by the National 
Industrial Conference Board (an employer research organization) 60 percent 
had been discontinued. A study made in England showed an even greater death 
rate among plans in British industry. 

The most common reason for giving up plans in America is: workers are dis- 
satisfied with them. According to the NICB, this was true in over a third of 
the plans that were dropped. In another 14 percent of the cases, the plan was 
dropped because there was too little profit to pass out—or there was no profit 
at all. 

PROFIT-SHARING—A STEP BACKWARD 


Besides the fact that America can’t depend on profit-sharing for purchasing 
power when “disinflation” begins, workers have a lot of personal reasons for 
being against profit-sharing plans. Most of them come out of the simple fact that 
profit-sharing just doesn’t give the worker a steady income. 

The uncertainties in the income of the average worker today are very great. 
Layoffs, short workweeks, seasonal and other shutdowns—all of these make it 
hard enough to plan family living. Labor wants greater security and depend- 
ability ; therefore, unions fight for call-in pay, for a guaranteed workweek, for 
guaranteed annual wages. 

Profit-sharing is a step backward. It brings another uncertainty into the 
worker’s life. It makes it impossible for him to depend on the money he hopes 
to get, and on which his family is planning for the things it wants and needs. 

Management people know this is true. Their own experts tell them, for ex- 
ample, that “Because of uncertainty of profits, profit-sharing for wage earners will 
never be adopted widely. * * * By its intrinsic nature, profit-sharing does not 
commend itself te wage earners whose first want is a steady income.” (C. Canby 
Balderston, Dean, Wharton School of Finance and Commerce, University of 
Pennsylvania, writing in the Conference Board Management Record, December 
1947.) 


“LET’S MAKE CAPITALISTS OUT OF THE WORKERS” 


Nevertheless, some employers who are for profit-sharing instead of a wage 
increase, say frankly that they want to make capitalists out of the workers. 

The idea has a kind of smell of money about it that attracts some people. But 
workers who have tried to be capitalists in this way have found that the idea is 
strictly phony. 

Suppose for just a minute that a worker can make like a capitalist on his 
shoestring hourly wage. Suppose that for awhile profits are big, and that 
Johnny doesn’t fall off his bike and break his arm—or that mamma doesn’t have 
to have her gallstones out—just when profits come down. What’s in this idea of 
the worker as a part owner of the business on whom the welfare of the business 
and its profits depend? 

It’s true that workers, by speeding up production, can cut labor costs a litte— 
at the expense of their own health, recreation, and service to their families. But, 
even industry people admit that all the extra effort by workers may add up to 
very little in the way of extra profits. Too much depends on how management 
runs the business. 

For example, take this remark by John S. Bugas. Bugas is vice president in 
charge of industrial relations for Ford. In September 1948, he told a group of 
management people that “the extent to which the laboring man can contribute 
any more to an increase in productivity is, in my opinion, exceedingly limited.” 
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Another industry expert, Mr. Burnham Finney, editor of the American Ma- 
chinist magazine, wrote in September 1946, “The average worker in the average 
manufacturing plant is far removed from having any direct bearing on profits, 
He realizes that, no matter how diligently he may work, he will not affect appre- 
ciably the company’s profits at the end of the year.” 

To hear management people tell it, when they want to put over profitsharing, 
their profits depend entirely on how much the individual worker is willing to 


sweat. The quotations above show that at least some management people 
know better. 


On what, then, do the profits depend ? 

Profits depend, first of all, on how much the company can sell, and then they 
depend on the price the company gets for its product. The worker has nothing 
to do with either of these parts of the job management must work out in order 
to make money. 

A wrong decision on how much inventory should be carried by the firm may 
wipe out profits, or a large share of them, no matter how hard the worker has 
worked in the shop. Mistakes in buying materials, poor engineering of the 
product, or in picking the sales manager—these are only some of the factors that 
go into determining how much profit there will be. These are decisions made by 
management; under profit sharing, the workers pay the cost of a bad decision, 
even though they have no control over how the decision is made. 

Some employers are more outspoken on this point. They say frankly that 
they would like their workers to feel that they are part of the business—without 
taking on a real responsibility to the workers. Here is how one company put it: 

“We think our plan is sound because it gives the employee a sense of owner- 
ship in the business and it also has the advantage of not imposing a fixed finan- 
cial obligation on the company. Cost is incurred only after a reasonable rate has 
been earned for the stockholders and after additional profits have been produced. 
A successful profit-sharing plan, in our opinion, does not merely provide for 
distributing earnings already produced, but rather provides an incentive for the 
production of earnings which might otherwise never have existed.” 

This is a quotation from a letter written by the Jewel Tea Co., which has long 
been known for its “successful” profit-sharing plan. You must admire their 
frankness in admitting that their program takes care of their stockholders first: 
the employees get a cut only after a “reasonable” rate has been earned for the 
stockholders. The program also takes care of the stockholders’ second helping 
before the workers get a first helping; the workers get nothing unless there are 
extra profits for the stockholders in addition to a “reasonable rate.” Then, 
after the stockholders have been so well taken care of, the employees get a 
part of any extra profits there might be that year. 

Yes, you have got to admire their frankness. Also their ability to look after 
themselves so well. But if this is what it means to “give employees a sense of 
ownership in the business,” the man in the shop will take a pension plan instead. 

The Jewel quotation above comes from an article in a magazine called The 
Management Record, of December 1947. The man who wrote the article, the 
president of a steel company, adds this comment for himself: 

“T share the conviction that profits created through the profit-sharing plan out- 
weigh the amount that is distributed to employees. I believe, however, that a 
company going into a plan for that purpose might be fooled.” 

Wih this kind of a deal, it is easy to understand Mr. Balderston’s sad admis- 
sion that 
“profit sharing has made no substantial contribution to the improvement of em- 
ployer-employee relations.” 

There are other ways of making profit sharing pay off for the company. The 
hocus-pocus that goes on in company accounting methods reall pays off where 
there is a profit-sharing plan. Now, it is definitely the workers’ money that dis- 
appears in this “now you see it, now you don’t” act. 

Take a few examples. 

Here is a profit-sharing plan in a leather-tanning company. Before the plan 
went into effect, the company borrowed a lot of money from another leather- 
tanning company. Who owns the second company is not known. But with 
these friendly relations between the companies, you can guess. 

Now, under the profit-sharing plan, the profits are divided between the em- 
ployer and the workers. But before the divvy is made, 35 percent of the com- 
pany’s profits are turned over to the outside company in repayment of the 
loan. Another 35 percent goes to the stockholders. The workers get the rest. 

Here, plainly, you see a big part of the profits going to pay back money bor- 
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rowed by the employer. The stockholders have benefited by thousands of dol- 


lars of the workers’ money that has gone to pay off a debt incurred by the 
company. 


Take another kind of case. 

Company A is a manufacturing plant; the workers there operate under a 
profit-sharing plan. Company A buys parts from company B, which has no 
such plan. The same stockholders own both companies. 

The chances of accounting shenanigans between the two companies are almost 
without limit. And many of them will be used, too. They will be used to shift 
profits from company A to company B by paying higher prices and bigger 
freight—by skipping discounts and by a hundred other tricks. But the money 
will come out of wages of the workers and flow into the dividends of the stock- 
holders of company B—who are actually their own employers. 

Here’s another one: 

A man runs a manufacturing plant in which he owns a big part of the stock. 
He also owns a bank in his hometown. He admits in private that his plant 
borrows a lot of money from his bank that the plant just doesn’t need. His 
plant pays the bank a fancy rate of interest on this money. The result: Profits 
of the company are drained off to the bank. 





SEEING THE BOOKS 


Few employers will let union representatives see their books. When they do, 
it’s because they have no profits to hide or have hidden them so carefully they 
think the union can’t find them. It’s complicated enough to have to go over 
company accounting figures in a simple wage negotiation; the profit-sharing 
plan may introduce new angles that make it a lifetime sentence for any nego- 
tiating committee that really wants to protect the membership. 

Add into the bookkeeping problems the twists and angles that are built into 
the plans themselves. You can see why so many workers complain that they 
have trouble understanding and figuring out how much money, if any, the plan 
will pay off for them, personally. 

The way these plans are set up, Mr. Balderston, the expert on profit sharing, 
is right when he says: “Profit-sharing plans are too involved to be thoroughly 
understood by manual and clerical workers.” 


CAN YOU KEEP WHAT YOU'VE GOTTEN? 


Older workers who have been through incentive plans and profit-sharing 
businesses before know that even the extra dollar that you get out of the plan 
isn’t yours. The boss can take it away as easily as he gave it to you. The wage 
increase that’s in your contract is yours. The profit dollar that the boss gave 
you, even if it’s in your contract (where few employers are willing to put it), is 
yours only if you get it. 

Under incentive plans, jobs can be restudied ; rates can be reset. You’re stuck 
with the speedup and no extra pay for it. 

Under profit sharing, the same thing can happen. Maybe you have been able 
to sweat out more production in the hope of a bigger cut out of profits. Then 
comes the day when there are no high profits out of which to take care of the 
stockholders first and you later on. So, naturally, so far as pay is concerned. 
you are just out of luck. 

But as far as production is concerned—well, listen to Mr. D. D. Decker, in- 
dustrial relations director for the Wolverine tube division of Calumet & Hecla 
Consolidated Copper Co. in Detroit. His company has a bonus plan. Here is 
what he says about the production side of the plan if ever the bonus is 
discontinued : 

“Our industrial engineering department continues to get production figures 
and to compute production standards. If our bonus plan is ever discontinued, 
we will have definite records of what should and can be done productionwise. 
We would expect to maintain such standards, bonus plan or no bonus plan.” 


WHAT HAPPENS TO COLLECTIVE BARGAINING? 


Workers have fought for years to get good grievance procedures set up in the 
plants—in the contract, where they can be seen, interpreted, and enforced. 
Under profit-sharing plans, nobody has time to process a grievance. Everybody 
is too busy knocking out an extra nickel an hour for himself—and extra dollars 
for the boss. Working conditions get worse for the same reason. 
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The National Industrial Conference Board study of profit-sharing plans makes 
a distinction between the dissatisfaction that workers feel with these plans and 
the dissatisfaction that the union feels. 

It isn’t quite clear from the study just what the difference is. Probably this is 
more of that notion that management tries to put over—that the workers want 
one thing while the unions want something else. However, in this case, not even 
management can point to a difference. Certainly, workers as individuals have 
a right to feel very much dissatisfied with the way profit sharing works out from 
the point of view of their own paychecks and their own security. And, as mem- 
bers of a collective-bargaining organization, they also have a right to feel dis- 
satisfied with what happens to collective bargaining where a profit-sharing plan 
is put in. 

Quite soon, workers find that profit sharing puts competition between workers 
in the place of the orderly collective bargaining that workers fight for through 
their unions. 

In the first place, the complexities of a profit-sharing plan makes it harder for 
the negotiating committee to carry on its already complicated duties. Since the 
same thing is true for the grievance committee, working conditions and other 
union conditions that the union has worked a long time to set up begin to suffer. 

Beyond that, you have the fact that under profit sharing there is no longer any 
industrywide or even local standard for jobs and wage rates. Pretty soon, com- 
munity competes with community for whatever work there is, and workers in 
one plant find themselves competing against workers in other plants to see who 
will be willing to work the hardest. Instead of stable collective bargaining, you 
get anarchy. 

Companies boast that, since they put in profit-sharing plans, workers are put- 
ting the heat on each other to get more and more production. Before profit shar- 
ing came into these plants, the workers were standing shoulder to shoulder for 
decent production standards and a fair deal for all. 


THE BUNDY PLAN 


Take a closeup view of one of the plans and see what’s wrong with it. Like 
many plans, it has a few new wrinkles and a different name, but the same old 
problems. 

Here is a plan that is a cross between profit sharing and incentive pay. It is 
called cost-savings sharing. And it has the worst features of both incentives and 
profit sharing. 

Under the Bundy plan, the workers get a cut of the money that they save 
the company by turning out more stuff each month than usual, and thus cutting 
down labor costs. 

Here’s how it works: 

The company has figured out that the cost of labor in the production depari- 
ments takes about 30 cents out of each dollar they take in. 

Since the plan went into effect, the company checks each month to see what 
the labor cost has been during the past month. If workers produce more than 
the usual amount that month, that makes the cost of labor go down and saves 
the company money on its labor costs. 

Each month, the company pays back to the employee one-half of the money 
that the company has saved as a result of the extra production that the workers 
turned out. 

Here is an example of how the plan works: 

Suppose in month A, before the plan went into effect, the men produced 
$700,000 worth of stuff. Suppose, also, that the next month they produced 
$840,000 worth. 

The first month, the cost of labor (30 percent of the value of production) 
would have been $210,000. At the same percentage, the second month the allow- 
ance for labor would be $252,000. Like this: 








| Month A | Month B 
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Subtracting the standard allowance for labor from the figure for month B 
shows that in the second month there was available for distribution the sum 
of $42,000. Half of this money would go to the company. The workers would 
divide up the other half. 

Right now it looks good, just as it did when the big shot himself, the president 
of the company, called all the workers together to sell them on this new plan, 
Of course, the company was careful not to come anywhere near anybody in the 
union who might spot the bugs in the plan. But, like all other profit-sharing 
schemes, this one will run into trouble. 

Here are some of the questions that Bundy workers ought to be asking them- 
selves about their plan. They suggest questions you might ask concerning any 
profit-sharing scheme offered to you. 

1. Labor has shown again and again that prices must come down if prosperity 
and employment are to stay up. What will happen to the Bundy workers if the 
company does cut prices? 

Using the example given above, which was taken from Bundy’s own explana- 
tion of how their plan works, here’s what a price cut would mean to the workers: 

They would be working 20 percent harder than during the base months, but (@) 
a 10-percent price cut would leave them with 4 percent extra pay for their extra 
work; (b) a 15-percent price cut would wipe out all but a few cents of their 
extra pay. 

Here are the figures: 


Ne en ee nnn ene a eae enn $840, 000 
eee era rn ssuaanagtniie an Guydpeusnmiernncananteuea enon 126, 000 
UIE Ts TOR, II oo cenittsnicsnhoitsin eas ocnescniaceiepiotermeenmeacaianten 714, 000 
I 0. 30 
TT iia asic te Nash beh ements sblegnsemiesiine tania 214, 200 
I Ns I i alta ai a tele hance in ie 210, 000 
RE Se Ti CNT ith ia ise eni Gigk a caccttslihadnnieicdadeennta aol 4, 200 
Divide by 2 to get amount to be shared by all workers in the plan______ 2, 100 


In the company’s example, this would mean a little over 1 cent per hour per 
worker for boosting production 20 percent. 

2. The workers at Bundy have no control over the plan, nor can they stop the 
company from eliminating it any time Bundy wants to. Meanwhile, production 
standards are building up. If the plan is dropped, and Bundy workers have 
to give up their bonus, will production standards come back to normal or will 
Bundy workers produce at bonus rates without bonus pay? The director of in- 
dustrial relations at Wolverine tube, where they have a somewhat similar plan, 
says that production rates will have to stay up even after the bonus is taken away. 

3. Why do the workers get only half of the extra money they sweat out for 
the company? The UAW-CIO, like most other unions, insists that workers get 
all the savings they make under an incentive plan. Under piece rates, a 10-percent 
increase in production means a 10-percent increase in pay. Under the Bundy 
plan, a 10 percent increase in production means about 5 percent more pay for 
the workers, while the company slips away with the rest. 

4. Bundy—like other companies with cost-sharing and profit-sharing schemes— 
has given itself another argument against price reductions by making the work- 
ers’ pay depend on how much they take in for the stuff they sell. Labor’s position 
on the need for price reductions has been stated over and over again. It was 
defended by the GM workers in one of the longest strikes in UAW-CIO history. 
Profit-sharing and cost-savings-sharing plans are in direct opposition to that 
position. What happens to that position if workers permit their pay to be used 
by management as an argument against cutting prices? 


UNIONS CONSISTENTLY AGAINST PROFIT SHARING 


Some of these angles are lost sight of by people who see only the local picture. 
Particularly when a spellbinder from the company suddenly calls the boys to- 
gether and sells them on a get-rich-quick profit-sharing plan. He gives them no 
time to think it over or talk it over with people from the union who know where 
the gimmicks are. When the workers come to, they find that the marriage con- 
tract has been signed and they’re in for a long period of getting a part of the 
bosses’ extra profits while they do all the extra work. 
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But union men who have seen the problem from the point of view of the whose 
union have been against profit sharing since way back when. Samuel Gompers, 
first president of the AFL, was against them because he found that profit-sharing 
unions usually ended up with wage rates below those set for the rest of the unions, 
They got a fair wage only by extra sweat and extra profit for the boss. Since the 
days of Gompers, both AFL and CIO leaders have consistently argued for a 
square deal in the pay envelope without the nightmare of bonuses, accounting 
reports, trick computations and speedup that come with the dream of a split of 
the company’s profits. 

Labor has demanded the highest wages industry can afford to pay—on a de- 
pendable basis that everybody can understand. With industry operating at full 
production, the last few years have proved that the money for decent, growing 
wages is there. Labor wants those wages as its right, as a guaranty of prosperity, 
and to build decent living standards and security for all. 

That is the UAW position and one for which the union and its membership will 
continue to fight with everything at hand. 


NAM DIES HARD 


The NAM News of January 29, reporting its opinions of the Taft-Hartley 
Act, repeats its earlier propaganda line: Rights of Workers Protected. 

“Rights of individual workers in job security, in seniority, in the disposal of 
grievances, and in relationships with employers have been materially strength- 
ened and clarified under terms of the act which prescribe boundaries of the 
rights of both «mployers and unions, the joint committee reported.” 

The act is written for freedom-loving workers. 


HOW NOT TO RAISE WAGES—-LET THE COMPANY PRESIDENT KEEP THE COMPANY 
KITTY 


A small company with which the UAW-CIO negotiates got through wage 
negotiations last year without making much of an increase. One of its strongest 
arguments was, of course, that it didn’t have the money—and it showed its 
financial statement to prove it. As a matter of fact, the company had almost no 
money in the bank on which to operate the business. 

Now it has come out: Just before negotiations began, the head of the com- 
pany took most of the money out of the bank and kept it at home and falsified 
the financial statement. When the negotiations were over, he put the money 
back in the bank, and business went on as usual—with high profits for the com- 
pany and low wages for the workers. 


MANAGEMENT MENTALITY—THE “AMERICAN WAY” TO BETTER LIVING 


Barron’s National Business and Financial Weekly publishes a little parable 
to help employers understand how to get more work out of workers. Barron’s 
is bothered because a study by the National Industrial Conference Board 
(brain truster for employers) has just shown, they claim, that workers aren’t 
earning the pay increases they have gotten since 1939. 

Here, according to Barron’s point of view, is the way to treat workers Too 
Fast For History: 

“The National Industrial Conference has just published a solemn study of 
labor productivity. There is little evidence of any improvement in the last 2 
years, the board notes. 

“In fact, labor productivity has gained about 1 percent a year since 1939, 
says the board, while wages have been going up 11 percent a year. Manufac- 
turers, seeking to cut costs in spite of labor’s failure to cooperate, spent $24.6 
billion on equipment and plant in the 4 years 1945-48, but still labor cost per 
unit was 38 percent higher in July-September 1949 than it was 3 years earlier. 

“The day this study reached Barron’s, the office had a visitor, the public- 
relations officer of a large Midwestern producer of automobile motors and parts. 
His report was different. One-third of his company’s force has been gradually 
and quietly laid off in the last 18 months, and it is producing almost as much 
goods as it did before. The latest layoff chopped off a tenth of the staff, and 
there wasn’t even a tremor of hesitation in the assembly line. 

“Productivity goals when there’s a line of jobseekers at the factory gate. The 
reaction is too swift for plotting on an NICB graph. In the heyday of the New 
Deal, an ardent supporter of some eleemosynary arrangement asked indignantly: 
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‘Does the gentleman mean to say the only way to get a day’s work out of a 
man is to threaten his children with starvation? That’s a crass way to put it, 
but the answer seems to be ‘Yes.’ ” 


[From the Commercial and Financial Chronicle, September 19, 1957] 
Is Ir ADMINISTERED PRICING THAT THREATENS OuR Economy? 


By Edwin G. Nourse,’ former chairman, Council of Economie Advisers, 
Economic Consultant, Washington, D. C. 


Former head of Council of Economic Advisers traces the evolution of capitalism 
to its present day form, and concludes there must be a pragmatic reconcilia- 
tion or working compromise by big business and big labor “if we are to con- 
tinue the march of our national prosperity on an acceptable level.” Mr. 
Nourse lectures management on its unwise flight into “managerial preroga- 
tives” when confronted by labor’s “intellectual” approach. Recommends the 
use of professional economists, business, and Government experts, in obtain- 
ing objective fact in order to develop labor-management basic solutions. Pre- 
fers broadening the current study of administered prices to one on adminis- 
tered big business and big labor resources, and disagrees with Sumner Slichter 


by asserting we have a modified or laboristic capitalism, not a laboristic 
economy. 


The recently sharpened concern lest inflation may disrupt the forward march 
of our postwar prosperity or the growth-with-stability which was envisioned in 
the Employment Act of 1946 has raised anew the issue of monopoly (to use the 
narrow phrase) or concentration of economic power (to use the phrase made 
popular by the TNEC of the 1930’s). The Banking and Currency Committee of 
the House has approached the problem of economic control from the monetary 
angle. The Senate Committee on the Judiciary has approached it from the legal 
angle through its Subcommittee on Antitrust and Monopoly. The Joint Economic 
Committee has skirmished with it over a broad front, both in general hearings 
on successive Economic Reports of the President and through the special studies 
of some of its subcommittees. Quite recently, this committee’s concern about 
inflation has prompted it to instruct its staff to plan ‘‘a broad study of the factors 
affecting prices and pricemaking.” This is an assignment of staggering scope 
and baffling vagueness—much in contrast to the Senate subcommittee’s focusing 
of its inquiry on the specific phenomenon of “administered prices.” 

Personally, I am disposed to suggest that an inquiry much narrower than the 
whole gamut of “factors affecting prices and pricemaking” and considerably 
broader than the technical issue of administered prices would promise more help 
toward the understanding and control of inflation and toward the stabilization 
of prosperity. Such a central point of inquiry seems to me to be the question of 
where the power to administer the productive resources of the Nation resides or 
how it is distributed. Some such defining of the issue now confronting our econ- 
omy I undertook as the first witness called in the initial and exploratory hearing 
of the Senate Subcommittee on Antitrust and Monopoly. As a first step I sug- 
gested that, under modern conditions of big labor, wages are administered quite 
as truly as are prices. To quote: 

“It is my belief that the processes of pricemaking and of wagemaking are so 
intertwined in the modern industrial world that neither can be effectively 
analyzed in isolation from the other. I believe also that the phenomenon known 
as monopolistic competition or administered prices manifests itself in essentially 
similar ways and with essentially similar consequences in the two cases.2 The 
distinctive feature of an administered price situation is that prices, instead of 
being registered automatically by the interaction of supply and demand forces 
[of many small producers and consumers] in an open market, are formulated in 
executive offices as matters of operating policy or economic planning by officials 
of corporations or unions who, through control over blocks of capital resources or 


labor resources, have considerable power to implement the price schedules they 
adopt.” 


1An address by Mr. Nourse before the Western Economic Association, Salt Lake City, 
Utah, August 28. 1957. 

2 As matters developed, the chairman, having seen my paper before the hearing opened, 
included wagemaking in his opening statement of the purposes of the investigation. 
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With that proposition as a foundation, I proceeded to take the further posi- 
tion that it is this power to implement such policy decisions through the adminis- 
tration of economic resources at centers of policymaking that constitutes the 
really significant issue of concentration of economic power. This issue, I believe, 
lies at the center of the problem of full employment or economic growth-with- 
stability in the uniquely American way of economic life that we are evolving. 
“Administered resources” might be a better formulation than administered prices. 

You will note that I put my statement of the process of evolution in the ac- 
tive, not the passive voice. For, while technological progress and other exoge- 
nous or endogenous factors condition the development of our economic institu- 
tions and practices, we ourselves have considerable power to decide how we shall 
adapt our actions to these forces, adjust old institutions to new situations, remold 
the mores or producer and producers, and invent new devices for maximizing the 
material well-being of our society. To say this is not to mark myself as a fugi- 
tive from the hope of making economics scientific or as a presumptuous invader 
of the field of abstract philosophy with its age-old controversy between free will 
and determination. It is simply to take the modest role of reporter of the current 
economic scene and to proceed from empirical observation to realistic analysis of 
the actual process of today’s price-organized industrialism. 

As this process is developing, we are modifying our traditional capitalistic 
system, with profound changes not only in the degree of control which various 
parties are able to exercise over the course of business but also in the manner 
of its exercise. These changes need to be evaluated in terms of their conse- 
quences upon the trend of productivity of the economy. I shall attempt to 
characterize briefly three stages of this development, beginning with what I shall 
call traditional capitalism. (It might perhaps also be called primitive or funda- 
mentalist capitalism.) It is fast losing its right to be called orthodox. 


TRADITIONAL CAPITALISM 


The economic system that for some 200 years we have known as capitalism 
has gone through many phases over that time span and shows many facets at 
any particular period. I shall not attempt any systematic account of its myriad 
forms nor elegant delineation of the subtleties of its complex nature. For pres- 
ent purposes it seems to me sufficient to deal only with two quite basic issues, 
one operative or technological and the other administrative or social. The first 
of these I shall deal with in only the most cursory way at this point, though 
we shall have occasion to return to it in context later on. 

It is simply repeating the obvious to say that progress in science, rapid elabora- 
tion of power machinery and, eventually, automated productive systems have 
created a great demand for capital formation and that this need for capital 
goods and capital funds exists and expands under any advancing economic sys- 
tem from the freest private enterprise to the most centralized statism. The basic 
question raised from the technological side is how fast we shall proceed in push- 
ing out the frontiers of science and in engineering its discoveries into our pro- 
ductive process. In economic terms, what allocation of resources shall be made 
to research and what shall be the rate of obsolescence or “modernization”? This 
issue promptly entangles us in the economic (and political) question of the 
sources from which capital funds shall be forthcoming to accomplish any given 
rate of technological advance. That in turn poses the question who shall make 
these economic decisions for the economy, both as to the source from which capi- 
tal shall be drawn and as to the methods used in its accumulation. 

Deeply involved with this question of capital formation is the question, both 
technological and social, as to the direction of capital use. How wide shall be 
the scope of administrative authority allowed to or imposed upon those func- 
tionaries, whoever they may be, who stimulate the growth, conserve the supply, 
and guide the use of our capital resources? Conventional capitalism had a ready 
answer to all such questions: Naturally, capital will be managed by the capitalist 
just as it is supplied by him through his own saving or his stimulation of saving 
by others. In the early days of industrial capitalism (and no less in the days of 
commercial capitalism that had preceded it) the scope of that administrative 
power was almost limitless. The demand for capital ran far ahead of its supply. 
Hence the capitalist was vested with almost dictatorial power to hold wages 
down to a subsistence level and to set prices at all the traffic would bear. And as 
the capitalist proprietor amassed more wealth, it was elementary to a free- 
enterprise system that no one should curb his right to use his own property 
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as he saw fit. It was on that issue that the battle against mercantilism had been 
fought and won. 

As the early forms of proprietary capitalism were metamorphosed by the prog- 
ress of finance capitalism and by the so-called managerial revolution, this dic- 
tatorship of the capitalist elite was progressively weakened or, as the phrase 
sometimes went, “civilized.” Proprietary capitalism, exercising powers reminis- 
cent of the feudal lords, gradually gave way to corporate capitalism, with owners’ 
rights delegated to a new class of professional managers. 


MANAGERIAL CAPITALISM 


Under this new managerial capitalism, it has been the capitalist agent as 
trustee rather than the legal owner of the bits of capital that were agglomerated 
in the modern corporation who exercised control and who developed a philosophy 
of capitalist enterprise more adequate to our organizational progress. “Business 
statesmen” arose, who, in taking a long-term view of what would promote the 
growth and continued profitableness of the given company, were constrained to 
consider the interests and welfare of other groups, along with those of the 
suppliers of capital. In a symposium volume entitled “The New Outlook in 
Business,” published in 1940, the late Lewis Brown of the Johns Manville Co. 
stated this position clearly and persuasively : 

“In the evolution of a complex industrial society the social responsibility of 
management has broadened correspondingly. Management no longer represents, 
as it once did, merely the single interest of ownership; increasingly it functions 
ou the basis of a trusteeship which endeavors to maintain between four basic 
interlocking groups, a proper balance of equity. Today the executive head of 
every business is accountable not only to his stockholders, but to the members 
of his working organization, to his customers, and to the public * * * decisions 
on industrial and economic policies which once were made solely from the 
standpoint of private interest and profit considerations, must now be evaluated 
in terms of consequences not merely to one individual company, but to an entire 
industry, of which the particular company may be a comparatively minor unit.” 

Since I believe that this quotation is broadly representative of the economic 
philosophy of a considerable sector of “enlightened management” today, several 
points may be noted. The first is that, under this now well-established man- 
agerial capitalism, a professionally trained elite of corporation executives has 
acquired wide powers of determining the direction and timing of use of the 
ecorporation’s capital and of telling the actual owners of capital how much per- 
sonal income they shall derive from the earnings of the company and how much 
shall be retained for purposes of capital formation—plowed back into the com- 
pany. Second, these managers have lost a considerable part of the power wielded 
by their earlier proprietory counterparts to allocate the share of returns that 
will go to workers. Third, this kind of corporation executive recognizes a 
“responsibility” to customers, but this is often stated (as above) in terms of 
equity rather than of operational soundness. Fourth, there is an admission of 
responsibility to ‘the public,” but not at all clearly tied to operational con- 
siderations for the economy, such as full employment, maximum production, or 
growth and stability. In a word, the economics of the firm and the economics 
of the economy have been integrated only fragmentarily and in the thought and 
action of only the unusual corporation executive. I believe that a good economic 
ease can be made for the proposition that “what is good for General Motors 
is good for the country.” But I am not sure that Defense Secretary Charles 
Wilson, late of General Motors, had all the scope and niceties of the argument 
in mind when he made the remark. 

Time does not permit of systematic examination of these four aspects of 
managerial capitalism. I shall return to the question of management’s contro! 
over capital formation and capital allocation as related to maximum employ- 
ment, production, and purchasing power in due course. But first I must 
elaborate a little on what I have listed as the second aspect of today’s managerial 
capitalism, namely the erosion of the capitalist’s power in the distributive 
field as the power of organized labor has grown. This change has in fact 
been so fundamental and pervasive that our present way of economic life in 
the United States cam quite properly be called laboristic capitalism. 
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LABORISTIC CAPITALISM 


It is of the nature and history of capitalism that the proprietor of the business 
executive should cling tenaciously to “the prerogatives of management.” But 
from the advent of collective bargaining or even from the first use of the strike 
threat to implement a demand for higher wages or better working conditions, 
front office management has had to admit labor as an active working partner 
in fact in determining the conditions under which the enterprise will thenceforth 
function. Even if, in a given case, every claim of labor were denied, the workers 
could still show themselves able to exert a considerable influence on the com- 
pany’s efficiency of operation, the cost and quality of its product, and its public 
and market standing. Above and beyond contract terms and company relations 
also, workers wield lobbying powers and political influence that continuously 
modify the conditions under which all managements must operate. 

Sumner Slichter was, therefore, amply justified in labeling ours as a “laboristic” 
economy. But I think we gain something of value if we use a phrase that re- 
flects the fact that what we have is not full laborism but merely modified 
capitalism, i. e., laboristic capitalism. This modern American variety of capital- 
ism is a system in which decisions covering the character and drection of the 
productive process and determining the nature and proportioning of the dis- 
tributive process are not arrived at unilaterally by the owners or representatives 
of capital but bilaterally by these executives vis-a-vis the workers and, typically, 
in joint negotiation with the latter’s representatives. The scope of negotiable 
matters is a persistent issue betwen the two parties. 

The facts here are, of course, familiar to the point of triteness, but I venture 
to hope that the expression “laboristic capitalism” in which I have sought to 
characterize them might have some usefulness in quickening recognition of the 
significance of what has so gradually transpired. It is in exploring the conse- 
quence of this development on national growth and stability that I am directly 
interested. Specifically, what bearing does it have on our prospects of vindicat- 
ing free enterprise under representative government as an optimal way of 
economic life or of attaining the maximum employment, production, and pur- 
chasing power set as our goal in the Employment Act? 

In broad terms, our present economic system may be viewed as two great 
hemispheres of power over the productive and distributive process. One may 
be roughly labeled capital administration, and the other labor administration. 
Both hemispheres are highly organized, with administrative powers sufficiently 
centralized for considerable unity of action and with ideologies to a considerable 
extent supplanting the mere behaviorism of our earlier industrial experience. 
For economic progress or growth with stability, we need not merely peaceful 
co-existence between these two power blocs but mutual compromise in active and 
socially constructive collaboration. 

That we are securely on the road to achieving such socially constructive col- 
laboration is by no means certain. There has arisen an uneasy suspicion in many 
quarters that recent wage and price adjustments have amounted to “collusion 
against the public.” We have been so beguiled in this postwar period, by the 
idea that fiscal and monetary controls are both available and adequate to stabilize 
the economy on a high level regardless of market distortions, that we have tended 
to minimize the importance of the role of private but centralized management or 
administration. I believe we should give more attention to studying what private 
administration of capital aggregations and labor aggregations would minimize 
the need for governmental stabilizing operations rather than to maximizing the 
power of government to offset even massive breakdowns in the equilibrium of 
price-income relations in the private market. 


THE CHALLENGE OF BILATERAL OLIGOPOLY 


Starting from the premise that both big business and big labor are not only 
here to stay but also are natural and proper features of modern industrialism, 
we should not fall into complacent acceptance of the idea that this bilateral 
oliogopoly is a new invisible hand under which countervailing powers depend- 
ably find economically and socially correct adjustments. There is a world of 
difference between atomistic competitions and the competition of economic giants 
representing rival factors in the productive process rather than integrated ad- 
ministrative units. Some dozen years ago, I put the contrast thus: 

“Adam Smith * * * noted first that men in general were endowed by their 
creator with a spirit of ambition, a basic instinct of selfishness, and the common- 
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sense that enabled them to select the bigger of two apples. This being so, he 
reasoned that so long as everyone was free to make his own choices in situations 
as to personal values he was better informed than anyone else could be, the sys- 
tem would be highly active and move flexibly toward steadily greater satisfac- 
tions * * * Smith’s recognition of self-interest as a perennial and dependable 
spring of human conduct is as true today as it was in his time. But the operation 
of self-interest on the part of officials of a highly organized economy must be on 
the basis of truly enlightened self (or group) interest if the system is not to 
destroy itself—and hence its administrators. It must be advanced through pro- 
motion of the common interest, not at the expense of others’ interests. Along 
with the centralization of decision-making there must go a development of great 
professional competence and disciplined responsibility, so that power shall be 
used to promote democratic economic opportunity, high production, and high level 
consumption.” * 

All about us we see evidences that corporate managements are in many in- 
stances administering the large blocks of resources under their control in the 
basic, long-run interest of the economy. In a steel age, it is impressive to note the 
way in which the great integrated companies have put retained earnings into the 
advancement of steel technology, the expansion of plant in step with demographic 
trends, the exploration and development of new ore supplies outside our na- 
tional borders, and the creation of transportation facilities, for making the new 
ore bodies accessible. In an age of petroleum, we see the comparable direction 
of many millions by big oil companies to the extensive search for sources of 
oil around the world and the intensive development of petroleum technology 
in company laboratories and testing plants. This aggressive and socially con- 
scious administration of capital resources can be paralleled in the sustained- 
yield programs and byproduct developments of the great lumber companies, and 
in electronics, light metals, and many others. 

Attorneys, both legal and economic, for big business point complacently to 
those achievements and to the obvious fact that corporations can survive and 
prosper only if consumers vote at the cash register in support of their product 
and in acceptance of its price. Competition, they argue, has been born anew 
in a form suitable to modern conditions—one which constrains the capitalist 
managers to administer physical and financial resources in the social interest. 
1 myself said almost 20 years ago: 

“In so far as large-scale organization puts the natural pacemaker in a posi- 
tion of command over a large section of the economy, it means a struggle to ad- 
vance the lines of economic effort truly heroic in proportions. * * * Competi- 
tion is quite as keen and much more productive of results when we find in- 
dustrial giants marshalling their mighty resources to perfect new techniques 
and new schemes of organization through whose use more and better goods may 
be put within the reach of the masses.* 

But it does not follow that all the actions of all the capitalist managers are 
all the time geared to the greatest good for the greatest number. And the vote 
at the cash register may have to be cast for the least undesirable of a quite 
restricted range of choices, just as a vote at the polls may be a rueful choice 
between two machine-picked politicians. 

Let us consider a few of the ways in which managerial decisions in areas where 
the business unit must be large may administer the economy’s capital resources 
in ways other than they would take if consumers’ choices were not thus circum- 
scribed. The first illustration is from the field of transportation. At a recent 
transportation symposium I heard the head of a large airline state that the 
public’s insatiable demand for speed required his company to shift quickly to 
jet transport, although that would prevent them from improving and properly 
adjusting present types of service and involve financing problems that would 
strain if not wreck the company. As a subsequent speaker on the same program 
I ventured to query whether we should not call for a recount of the votes on this 
issue. How many people really are demanding further reduction of time across 
the continent now what it is down to 8 hours, or would use this “suped-up”’ facility 
if costs were directly assessed to them? How far should management go in pan- 
dering to the speed mania of a few at the expense of those who are disadvantaged 
by the resultant need for enlarged and relocated airfields and the din of jet-plane 
operation? Is management justified in imposing the financial burden of the pro- 
posed changeover on present stockholders of the company or in putting this added 


® Price Making in a Democracy, p. 448. 
* Industrial Price Policies and Economic Progress, p. 269. 
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strain on the money market, where supplies of capital are already scarce and 
needs, say for housing, what they are? 

The situation touches both the question of the character of product or direction 
of capital use, and the timing of investment of programing of capital use. The 
first question—character of product—has striking illustration also in the auto- 
mobile field. Has the private management of capital use in this area been most 
beneficial to the public or the economy when so great outlays have been directed 
to greater size, speed, elegance of appointments, and sheer difference from year to 
year, rather than to giving the maximum amount of safe and comfortable personal 
transportation at minimum cost? I am not proposing to turn the clock back to 
the Model T but suggesting that there is a problem of synchronizing company pol- 
icies in the administration of capital with consumers’ budgeting for capital goods 
outlays—both for cars and for garages—and the capital needs of government 
units—as for street widening and public parking—not to mention costs of traffic 
control. 

Turning to the timing aspect of this matter of resource administration, it is 
often argued that the growth of very large corporations has equipped them with 
such ample assets, strong credit standing, and sophisticated management that 
they can follow long-run investment programs so imperturbably as to help mate- 
rially in offsetting or minimizing cyclical swings. While this argument un- 
doubtedly has a measure of validity, it is to soon to be able to evaluate the actual 
experience of the second half of the present very significant decade. The ex- 
tremely high rate of plant and equipment outlays of the last 3 years, the ap- 
pearance of some excess capacity even before this enlarged plant has made its 
full contribution to the productive stream, the rise of corporate debt, and the 
tight labor and materials market suggest that the record of the capital managers 
in this period leaves something to be desired. When we see how much support 
they give to the economy in 1958 and thereafter in the event of some recessionary 
downturn, we can more confidently answer this question. 

Labor, of course, has argued that management has derived too much of the 
capital for their investment programs from profits retained out of margins unduly 
enlarged by the companies’ power of price-administration. This is an oversim- 
plified statement of an issue too complex and widely ramifying to be even entered 
here. It is, however, an issue definitely germane to several of the congressional 
investigations now underway and inescapable in contract negotiations in any 
of the large-scale industries. 

The unions, on their part, are no less subject to challenge as to the nature and 
consequences of their administration of the Nation’s labor resource. By widening 
and tightening their centralized hold on large blocks of labor, they are in a posi- 
tion to influence strongly both the price at which it can be bought and the ways 
in which it will be used. As in the case of those who administer capital resources, 
administrative power has often been used in ways beneiicial to the economy. 
Union powers have operated to conserve the lives and health of workers; they 
have (at times) quickened the transition from deadening physical routine to 
skilled machine tending; and they have advanced the social security and in many 
ways enriched the lives of workers and their communities. Early opposition to 
the introduction of labor-saving machines has given way to official endorsement 
of automation as a way of enhanciug labor productivity, linked with insistence 
that the benefits and burdens involved be equitably distributed. There are still, 
however, remnants of wasteful administration of labor resources in various juris- 
dictional rules, full crew requirements, and printshop practices. 


EXAMPLES OF STRANGE RESULTS 


In big labor’s administration of the labor resource no less than in big business 
management of the capital resource, we discern a strange mixture of presumably 
good and apparently bad consequences. John Lewis priced his miners out of 
jobs faster than they could be reabsorbed elsewhere ; he forced the mechanization 
of mining, with great improvement in the quality of mine worker; he forced 
mine owners into a collaboration that priced coal out of a part of its competitive 
merket; now he uses capital accumulated out the miners’ enhanced wages to 
join with mine owners in setting up a shipping line to enlarge the export coal 
market. Whocan say what all this adds up to? 

Even more difficult to evaluate is the administrative policy of Walter Reuther 
in the automotive field. He has been the great exponent of an economic philos- 
ophy of “learning to distribute abundance.” But a few weeks back he announced 
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an intention of shortening the workweek in auto plants to 32 hours. Since he 
stipulates an increase in take-home pay, this 32-hour week would entail an in- 
crease in labor cost of more than 25 percent on carbuilders and could hardly 
be expected to distribute the satisfactions of car ownership more abundantly to 
the masses. And will this fifth day of labor power run to waste, be used in the 
pursuit of culture, or compete in other labor markets? “Moonlighting” or “sun- 
downing” (that is, the holding of two jobs) is already on the increase. This may 
indicate that the average worker prefers more goods to more leisure in the band 
of choice between 32 and 40 hours. It may indicate also that the administration 
of wages and of prices has been a factor in such depreciation of the dollar as 
makes it necessary to seek extra work to maintain the standard of family con- 
sumption. 

I do not presume to set myself up as an umpire in a pot-and-kettle argument 
between administrative officials or policymakers in the two hemispheres of con- 
centrated economic power. But I do wish to argue that we as professional econ- 
omists should become realistically informed as to the actual situations and con- 
ditions of resource administration that are being dictated by one or the other 
of these captains of economic forces or bargained out between them. And we 
should adapt our tools of economic analysis to be of more sevrice to the parties in 
arriving at policy decisions which will make maximum contribution to sustained 
high-level production by the whole economy and thus maximum real income for 
all classes. 

As I come in contact with these issues, it seems to me that we stand today in a 
position of sharp challenge and great opportunity. There has developed a con- 
servative economics of management or capital and an aggressive management of 
labor. One centers on advancing technology, capital formation, and profit incen- 
tives. The other centers on consumer purchasing power to c'ear the market at 
full employment. Integration between the two is logically possible, and practical 
reconcilement or working compromise must be hammered out in such basic in- 
dustries as automobiles, steel, petroleum, rubber, and electrical equipment if 
we are to continue the march of our national prosperity on an acceptable level. 


THE PRESENT SITUATION 


While we as economists can be of help in this reconcilement, the actual outcome 
will be determined by the top executives of big corporations and big unions. It 
is, I think, significant to note the two major lines of approach that they, respec- 
tively, are making to this issue, so important to our national welfare. One may 
be called the intellectual approach. It can be traced from the economic brief 
filed by UAW-CIO in opening postwar wage negotiations with General Motors 
in November 1945 down to the testimony of economists of the United Steel 
Workers and the United Automobile Workers before the Joint Economic Com- 
mittee last February. In essence it is: We seek a rational resolution of this 
mutual problem of income and prices. If management can show that our 
statistics (mostly government) are incorrect or our reasoning fauity, we are pre- 
pared to join them in finding resolution of our common problem (and the coun- 
try’s) on the plane of reason, not resort to raw force. In the 1945 instance 
management prepared to brief in reply, stating: “Your figures are wrong [which 
in part they were] and your reasoning is absurd [which it was not, whatever 
its specific flaws].” But soon the company threw this whole intellectual (or 
scientific) approach out as an “invasion of the prerogatives of management.” 

In the current instance (hearings of the Joint Economic Committee), the »nions 
asked that the investigating powers of government be brought fully to bear in 
getting the most adequate basis of objective fact and the fullest use of profes- 
sional economists and business experts to develop basic solutions of the issnes. 
Thus far at least, business management has not welcomed or even acceded to 
such a suggestion. In the Kefauver committee hearings and elsewhere they 
have denied that there is any such thing as administered prices: they are estab- 
lished by keen and beneficient competition based scientifically on costs. Then 
readily agree that wages are, in fact, administered, and this is the central source 
of present inflation and other defects in our current economic process. 

The Kefauver subcommittee, the Joint Economic Committee, and others are, I 
am sure, deeply concerned, and reflect a wide public concern in where the admin- 
istrative powers of big business and big labor are leading us. They are not merely 
“grabbing for a newspaper headline” as often charged. I feel quite sure they will 
continue to probe these issues on a plane of national interest and with the facili- 
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ties for bringing out factual material and analytical processing that will con- 
tribute importantly to understanding and coping with this aspect of the growth 
and stability problem. We should study it. 

Meanwhile, Mr. Walter Reuther has not waited for the slow and unpredictable 
results of the intellectual attack, but has launched a daring strategic maneuver 
that seizes the initiative for labor. He seems to me to be saying: “Since the 
blunting of our 1945-46 intellectual attack we have been forced to protect our 
own interests by successive power drives for higher wages. These have been 
flanked by the power of price administration to neutralize our thrusts and, 
under our elastic currency system, engender a process of inflation that penalizes 
the weaker groups in the labor force and endangers the whole economy. We rec- 
ognize the nature and significance of administrative power in the hands of large 
business and labor organizations and believe it justifies the President’s admoni- 
tion to us both to exercise self-restraint in the public interest in which our group 
interests are enmeshed. We challenge our opposite numbers in the automotive 
industry, which occupies such a key position in the economy, to join with us in 
abating this unproductive and dangerous race and negotiate a constructive pat- 
tern of coexistence.” 

I do not think that spokesmen for the auto companies were justified in re- 
sponding (via the press) that this invades the prerogatives of management. 
Nor do I think it can properly be labeled “pure propaganda”—-though one would 
be naive to suppose Walter Reuther will overlook any good propaganda angles 
that may present themselves. When the companies say it is “a trap” I believe 
they are right. They—and Mr. Reuther’s cohorts no less—are really trapped in 
a situation of vital public concern in which they must accept responsibility and 
try to validate the present use of their administrative power and show that they 
have a positive program for better serving the public interest. I hope we may, 
in the end, appraise it as “a tender trap” (to borrow the title of a Broadway 
play), in which motives are those of the public good. At all events, the eyes 
of 47 States besides Texas are upon the administrative teams matched in this 
big league event under laboristic capitalism. 

I do not presume to predict the outcome or to propose a pattern of action. The 
task of observer and commentator that I marked out for myself will—for the 
present at least—rest there. 


Prices, wages, and profits 
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Source: Departments of Commerce and Labor. 


{From the New York Times, January 27, 1958] 
Economist Scores UNION Pay THEORY 


PROFESSOR CHAMBERLIN OF HARVARD DOUBTS THAT LABOR RISES BENEFITS ALL 
SOCIETY 


By Joseph A. Loftus 


WASHINGTON, January. 26—A Harvard economist attacked today the validity 
of the theory that higher wages benefit the whole economy and spread prosperity. 
Prof. Edward H. Chamberlin, in a study published by the American Enter- 
prise Association, said that “whatever the element of truth or falsity in this 








ADMINISTERED PRICES 3519 


proposition, it need only be pointed out that it is equally true (or false) for in- 
come received by an element of society, and not merely by trade unionists.” 

“Whoever receives a higher money income gains, relative to others who do not, 
and there is nothing in the argument to indicate why union laborers any 
more than anyone else should be chosen to have the agreeable privilege of 
mysteriously spreading prosperity in this way,” he wrote. 

“But since some laborers (and some other elements of society) have more 
power to raise their money income than others (some, such as receivers of con- 
tractual incomes, life insurance beneficiaries, pensioners, etc., have zero power), 
those who have more power gain at the expense of those who have less. The 


interest of those who gain is hardly to be identified with the whole, if the 
whole includes also those who lose.” 


COMPLEMENTS POUND ARTICLE 


Professor Chamberlin’s study complements one written by Roscoe Pound, for- 
merly dean of Harvard Law School on the legal immunities of unions. The 
Pound study found that these immunities allow organized labor “to commit 
wrongs to person and property, to interfere with the use of highways, to break 
contracts, to deprive individuals of the means of earning a livelihood.” 

The Pound article was also published by the American Enterprise Associa- 
tion, a nonpartisan research organization formed and supported by a group of 
industrial leaders to analyze major national issues and the “implications of 
current and prospective legislative proposals.” 

Professor Chamberlin’s conclusion is that union power should be restricted. 

The Chamberlin study called first for legislation to deal vigorously with the 
evidences of labor racketeering and corruption brought out in testimony before 
the Senate Committee on Improper Activities in the Labor or Management Field. 

But this, he said, is only a beginning. The public interest requires the imposi- 
tion of major restrictions on the monopoly power of labor, he continued. 

“What is needed is a thoroughgoing survey of the various avenues through 
which the economic power of unions (and their leaders) may be most effectively 
restrained—a survey which will give adequate recognition to the peculiarities 
of the labor market itself and of its relationship to the product market.” 

“There seems to be no reason to doubt,” he said, “that the upward pressures 
exerted by unions and transmitted to prices through the law of costs may well 
proceed (as they have recently) at a rate greater than the rate of increase in 
productivity for the economy as a whole, with the resulting general rise in prices. 

“The existence of such pressures is familiar enough, and the result requires 
no explanation beyond that of the natural use by unions of economic power 
which they clearly have. 

“The interest of the individual union, and especially of its leaders, lies in 
pressing for those gains which are possible, and there seems to be no reason 
whatever to expect a more moderate policy. 

“What then can be done? To deal with a wage-push inflation by monetary 
or fiscal policies is certainly not to deal with causes; it is rather an attempt to 
create a counterpush by squeezing businessmen so that they will in turn squeeze 
labor. It risks economic contraction, to say nothing of major industrial strife. 

“An obvious alternative is to diminish in some measure the degree of economic 
power in the hands of unions, so that the pressure may be reduced at its source.” 

There was no immediate comment from labor groups. A spokseman for the 
American Federation of Labor and Congress of Industrial Organization said 
that he would have nothing to say until the Chamberlin study had been examined. 


INFORMATION SUPPLIED BY GENERAL MOTORS 


NOVEMBER 26, 1957. 
Mr. Hariow H. Currvice, 


President, General Motors Corp., 
Detroit, Mich. 


Dear Mr. Curtice: There is attached hereto a list of questions setting forth 
information desired by the Senate Antitrust and Monopoly Subcommittee in con- 
nection with its current study of automotive pricing practices. This information 
is also desired by the subcommittee for discussion with you at your appearance 
before it on December 17. 

The information requested by question 7 of the attached list of questions is 
substantially the same information which was furnished to this subcommittee on 
January 9, 1956, by your General Counsel, Mr. Henry M. Hogan, for the years 

22805—58—pt. 7——-14 








3520 ADMINISTERED PRICES 


1939, 1947, 1948, and 1949. This information was furnished at that time on the 
understanding that it was for the confidential use of this committee’s staff only. 
This information has not therefore ever been made public. Upon viewing this 
information it is considered to be quite pertinent to the study which is currently 
being made of General Motors Corp.’s pricing practices. You are therefore re- 
quested to waive the conditional submission which you made of this material in 
Mr. Hogan’s letter of January 9, 1956. 

It will be appreciated if you will furnish as much of the requested information 
and material as possible by December 13. 

Sincerely, 


Estes KEFravver, Chairman. 
LIST OF QUESTIONS 


1. Submit for each of your automotive divisions (a) the suggested retail selling 
price, (b) the dealer margin, and (c) the factory prices to the dealer for your 
largest-selling 4-door sedan model and your largest-selling 2-door sedan, as of 
each year, forthe model years, 1954-58, inclusive. Give the name and other 
identifying information for each model for each year. 

2. Show for each model for which information is submitted under question 1 
the number produced for the model years, 1954-57. 

3. For the purpose of measuring price changes for a reasonably comparable 
product, submit for each automotive division for the largest selling 4-door sedan 
and 2-door sedan, as of 1957, the suggested retail selling prices for each model 
year, 1954-48, adjusted so that similar standard equipment is included on each 
year’s model. Describe the adjustments made in standard equipment and indi- 
cate prices thereof. 

4. Show for each automotive division your output of passenger cars by model 
year for the period 1954—57, inclusive. 

5. Show for the year 1956— 

(a) The amount of finished steel purchased by you in net tons 
(b) The total cost of finished steel purchased by you 
(c) The amount of steel produced by you, if any, in net tons 
6. Estimate for your automotive divisions, as a whole and per car produced, 
the effect of the August 1956 increase in the price of steel on— 
(a) The cost of steel purchased by you, as such 
(b) The cost of parts purchased by you 
Make similar estimates reflecting the increase in the price of steel in 
July 1957 
7. Present for each division the following information for the years 1954, 
1955, 1956, and 1957: 
(a) Sales, costs, and income 
(1) Units sold, in the case of car divisions 
(2) Total net sales, value, distributed among— 
(a) cars and equipment 
(b) parts and accessories 
(c) sundry 
(3) Total factory costs, distributed as in (2) 
(b) Distribution of sales of parts and accessories 
(1) Sales to other divisions within your company 
(2) Sales to your dealers 
(3) Other parts and accessory sales 
(c) Purchases from other divisions within your company. 


DECEMBER 2, 1957. 
Mr. Hartow H. Currice, 


President, General Motors, Corp., 
Detroit, Mich. 


Dear Mr. Curtice: Attached is a supplemental question to be added to those 


submitted to you in my letter of November 26, 1957. This question should be 
referred to as question 8. 


Sincerely yours, 
Estes KEFAUVER, Chairman. 





ADMINISTERED PRICES 3521 





Question 8 


Show for each model for the 4-door and 2-door sedans of Chevrolet, Pontiac, 
Buick, and Oldsmobile, for each model year from 1950 to 1958, inclusive, (a) each 
part, accessory, or other item of equipment which became standard equipment 
during the year but was optional equipment during the preceding years and 


(0) the suggested retail price for such optional equipment during that preceding 
year. 


GENERAL Morors Corp., 
Detroit, Mich., January 8, 1958. 
Hon. Estes KeEFavvek, 

Chairman, United States Senate, Committee on the Judiciary, 
Subcommittee on Antitrust and Monopoly, 
Washington, D. C. 

Siz: Upon my return to the office today after an absence of 10 days, I received 
your telegram of January 6, 1958. I had previously received your letters of 
November 26, and December 2 and 3, 1957. 

A representative of General Motors Corp. will appear before your committee 
on January 28, 1958. I have been trying to arrange my schedule so that I 
might represent the corporation at the hearing and I still expect to appear, 
although I did not feel that I could make a firm commitment until January 17 
when we make our submission. In that connection I would appreciate being 
advised of the day and, if possible, the time when I might appear if the hearing 
will not be complete: on January 23 and witnesses will be scheduled over a 
period of more than 1 day. I assume that the presentation of statements and 
the questioning of witnesses will be im accordance with the procedures fol- 
lowed in other hearings of congressional committees, including your committee, 
in which I have participated. 

We have been in the process of assembling the information in response to 
questions Nos. 1, 2, 3, 4, 5, and 8 This information will be specific data as 
reflected by our books and records. 


We are also assembling the information in response to question No. 6, based 
on estimates and averages. 

We have given very careful thought and consideration to question No. 7, 
as well as to your request that we waive the conditional submission by us on 
January 9, 1956, of similar material relating to the years 1939, 1947, 1948, 
and 1949. 

I am sure that you will agree that the information requested is highly con- 
fidential. The disclosure of (1) such sales, cost, and income detail with respect 
to cars, equipment, parts, accessories, and sundry, (2) factory material and 
labor costs with respect to each such item, and (3) net income, before and after 
taxes also with respect to each such item, would place us or any other company 
furnishing such information as requested, at a serious competitive disadvantage 
in the conduct of its business under the free enterprise system. It would 
be prejudicial to the corporation in the collective bargaining negotiations sched- 
uled to commence in a few months. Also, in other phases and activities of our 
business, the disclosure of this information could present serious problems. 

Our counsel has advised me that the United States Supreme Court has con- 
demned the exchange of such information by competitors as a violation of 
the antitrust laws. While frequent exchanges of such information were in- 
volved, the harmful and injurious effect upon trade and commerce is present 
at any time that such information is made available to competitors. The fre- 
quency with which the information is made available and the amount of detail 
furnished only affect the degree of the injury. 

Furthermore, Congress in the enactment of legislation requiring the furnish- 
ing of confidential inforniation to Government agencies, has incorporated pro- 
visions to insure that trade secrets and confidential trade information will not 
be unreasonably or unneessarily disclosed publicly. I think it is fair to say 
on the basis of legislative history that this has been a congressional policy. 

As stated above, we have given very serious consideration to this request. 
It is a matter of grave concern to us and to our stockholders. On the other hand, 
we realize that your request was carefully considered by you. However, we 
are hopeful that you will reconsider the matter and come to the conclusion that 
the information submitted in response to your other questions, as well as our 
published reports and figures, will serve your purpose and that the information 
requested by question No. 7 and the waiver of the conditional submission made 
of similar material on January 9, 1956, will not be necessary for the purposes of 
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your committee’s investigation. If, however, you are unable to arrive at this 
conclusion, we respectfully request that we be given an opportunity to present 
our position on this matter to your full committee when we appear on January 28 
or, if you wish, on some date prior thereto. 

Very truly yours, 


H. H. Cusrice. 


GENERAL Motors Cokp., 
Detroit, Mich, January 16, 1958. 
Hon. Estes KEFAUVER, 
Chairman, United States Senate, Committee on the Judiciary, 
Subcommittee on Antitrust and Monopoly, Washington, D.C. 


Sir: In accordance with your letters of November 26 and December 2, 1957, 
and Mr. Curtice’s reply to you of January 8, 1958, I am enclosing herewith 
in booklet form, information in response to questions Nos. 1, 2, 3, 4, 5, 6, and 8 
Our position with respect to the information requested in question No. 7 was 
set forth in Mr. Curtice’s letter of January 8, 1958. 

Seven booklets are enclosed. 

Very truly yours, 
Henry M. Hogan, 
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ADMINISTERED PRICES 3533 


Question 2 


GENERAL Motors Corp.—Continued 
CHEVROLET MOTOR DIVISION 
2-door sedan 
Largest selling sedan, as of each year: 








Model Name of model Units 
year produced 
ae F Sa aaries, 6 cpa’, CORer WOON. «0. ncevcnnitbewiedetntdeber sides veaaeinseneube 196, 168 
1955 |...-. eden ees pideavocmiessnash ---| 189, 424 
we feo. OO cain nc oe ote eeu eeebatee si 137, 380 
1957 | Bel Air series, 8 cylinder, hardtop model 148, 437 





The largest selling sedan for the period 1954-57 was the 210 series, 6-cylinder, 
regular model. Number produced for each year and total for the period for this 
model type follows: 


Units 
Model years produced 





4-door sedan 
Largest selling sedan, as of each year: 


Model Name of model Units 
year 





ee «| Tlak Ady marten, Grier, FOMUIAE OE isis wits cic eens Sines ncccccncunvenceseeneent 261, 568 
RR "8 eR ea 
Se | TOGk Deer ORTGUE, Dy reene, COMIN TR oe oo inc cc cei c cnn eacccccesnccnssoq 


207, 892 
1957 |-..-- i oie onc ee arr ce a ce Sato sevtanleweadiabhidebliteacedephaavecens 210, 031 


The largest selling sedan for the period 1954-57 was the 210 series, 6-cylinder, 
regular model. Number produced for each year and total for the period for this 
model type follows: 














3534 ADMINISTERED PRICES 


GENERAL Morors Corp.—Continued 
PONTIAC MOTOR DIVISION 
2-door sedan 


Largest selling sedan, as of each year: 














+ 

Model Name of model | Units 
year | produced 
1954 | Chieftain Deluxe,’regular model____- Nett erietaien inn Ne 35, 626 
1955 | Star Chief, hardtop model (Custom Catalina) ---___- 99, 629 
1956 | Chieftain 860, hardtop model (Catalina) --.................-.----....-.-..------.. 46, 335 


1957 | Chieftain, hardtop model,(Catalina) 


The largest selling sedan for the period 1954-57 was the Star Chief series, 
hardtop model. Number produced for each year and total for the period for 
this model type follows: 

















Units 
Model year: produced 
Ne sii dcin neligwasenedtwe er sbbemigeberim an aahiew “es : . : pamprat daemon td 34, 971 
is cari occ Sag alec ckdisnieherag tia iaweniconiecsconrensoi ; iiciietinida Seietab ue tte aoc aia eee 99, 629 
aT inchat eis castles nih inoa tee aie dialiincaine elees cineca Neen melanin hmmm mano n ae nie eminem 43, 392 
hl tel aieenbentotesbvniids 32, 862 
i cae coach dedicates sniciomep olivine sivtncamata mal 210, 854 
4-door sedan 
Largest selling sedan, as of each year: 
Model Name of model | Units 
year produced 
| 
| 
1954 Chieftain Deluxe, regularfmodel.-__--_-_..--.---- | 69, 768 
1955 | Chieftain 870, regular model ; : eelie tien OL | 91, 020 
1956 | Star Chief, hardtop model (Custom Catalina) -- -- > coe } 48, 035 
1957 Star Chief, hardtop mode! (Custom Catalina) - _--- wheg eek brats oe 44, 283 





The largest selling sedan for the period 1954-57 was the Super Chief series, 
regular model (designated as Chieftain Deluxe series in 1954 and Chieftain 870 
series in 1955-56). Number produced for each year and total for the period for 
this model type follows: 


Units 

Model year: produced 
ntl ncnineagtinaionequandindkentidenecontale tibetan hwaapalneens bade . 69, 768 
1955__-. Richashainaabdedcecicmeds idence tannabaaunte Leaueebuitrae Sian .. 91,020 

dat dl oni activists nese enensrnetmdgin oat Pewiienunepsesesipagues eakenadied ; .. 21,890 
1957_..-. nih aa ahiek heltipcte un baaon ne pghaedicunankae —~ 15, 153 


4-year total. _- ae So laa arin degitgine Rigareaieigi Mitzi ctecodabeeiheuastegekeass . .-. 197, 831 
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GENERAL Morors CorP.—Continued 
OLDSMOBILE DIVISION 
2-door sedan 


Largest selling sedan, as of each year: 


Model 
year 


Name of model 








1954 Super 88, hardtop model (Holiday) 
1955 88 series, cereal model (Holiday) 
1956 |----- GO@s.cissc: 
1957 
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Units 
produced 


42, 154 
85, 767 
74, 739 
49, 187 


The largest selling sedan for the period 1954-57 was the 88 series, hardtop 


model. 
type follows: 


Number produced for each year and total for the period for this model 














Units 
Model year: produced 
DNC chG64e5600 50k 2 ts See ee See a a ee ero ai tidimarn ae eae bedatr ne aaananel 25, 821 
Ng cck Waa Since dittetsnaasclesebsenscesesthelecdept assole ce oabkee peaeee base 85, 767 
INNS Ri ntact re Cain cae eel aieielies angen enintaan pon oelse Sue oni atime anpaibiahanie Wade mmanipae hs 74, 739 
RE cs oae ; : 49, 187 
RP GUIs axis coenccassicecxdacatbeeccsdceebitccecieeksei aaa . 235,514 
4-door sedan 
Largest selling sedan, as of each year: 
ys spina paces i eos on 
Model | Name of model | Units 
year | produced 
1954 | 8 Super 88, regular model___._........-.---- : os 111, 326 
1955 | GN 0s £6 Pee UONe Ald Mihi ck ab te ice oscbcsacansénusccseweneeyeesnusenarentans ae | 111,316 
1956 Super 88, hardtop model qaaiaey). reas ao La 61, 192 
Seee | F Ger eee OU SENEEI Sec si Se sss ose cscccetc nade cqnescocssnctenadenecocuteedansmnna 53, 923 
| 





The largest selling sedan for the period 1954-57 was the Super 88 series, regu- 


lar model. 
model type follows: 


Model year: 
1955....- 
Pik nn62s5ebeesnsnsdesse se 
Pei pbb occuasauesseccccccce 


4-year total 


22805—58—pt. 7——-15 


Number produced for each year and total for the period for this 


Units 
produced 


_ 111, 326 


= a oe 


59, 728 
42, 629 





- 324, 999 








3536 ADMINISTERED PRICES 


GENERAL Motors CorP.—Continued 
BUICK MOTOR DIVISION 
2-door sedan 
Largest selling sedan, as of each year: 











Model Name of model Units 
year produced 
nn 2 rr anes Geel Cet)... ...eccnsquabebinidesinieciscnnsaaenbedhevnse 73, 531 
1955 | 40 series, nn I Os nd Fe ernonhesmbbdint ts tabeathewrieendaicdueed 15d, 818 
1956 j..-.- et Shelia ee eR ln laden casncanwniueensbiied ns meritebiiniaminnibinctes 113, 861 
1957 |j-.-.-. ined ana A ah inncemnenencnmgtidatahdessendépebniienincet wes 64, 424 


The largest selling sedan for the period 1954-57, was the 40 series, hardtop 


model. Number produced for each year and total for the period for this model 
type follows: 





Units 
Model year: produced 
aah cite Nila Gna acacia cae a a eee beaded edbudéiervaweéee 71, 186 
i al al ia eit a damendeusangth 155, 818 
a a trl aed un dnseyeetosesy cach 113, 861 
SUITAGIIieitl nici tit oad einniiedide coleinndin eet mae antenna ama abn pieiEpetheseeaeeeiees 64, 424 
i lla ei aeeag ieee eel 405, 289 


4-door sedan 
Largest selling sedan, as of each year: 














Model Name of model Units 
year produced 
| 
1954 | 40 series, regular model. .-.-..-.....-------------- i inigieihdate tiie bellman te eatilaedatel Sik adic 70, 356 
1955 | 40 series, regular model_ 5 aan obine 84, 182 
1956 | 40 series, hardtop model (Riviera) pit eee ‘i 5 ino bapatialie Diaatidhimte amid bina «kanes 91, 025 
1957 | 40 series, regular model -_--.-__- Lect Pana bescnastbtads saint carina esse een irene endidban nkes 59, 738 


The largest selling sedan for the period 1954-57 was the 40 series, regular 


model. Number produced for each year and total for the period for this model 
type follows: 


Units 

Model year: produced 
A os. indices emiplinaccben daieSieibriin sean id Receenantiin ; Fs 2 .. 70,356 
EE sorte enc lencenncaacenhe cae hed ee Be at -- 84,182 
Sasi atic gktgreial te caininsigib-cythrertaiesdnicon ene apen ae einen 4 siiedkbaasd SS as 66, 977 
PE aivwncacseutcsiccteoscnastes. a se 5 Se eee 59, 738 


a oie Sahat ae : -leded-vax Sl, 9 








| 
| 
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GENERAL Motors Corp.—Continued 
CADILLAC MOTOR CAR DIVISION 
2-door sedan 


Largest selling sedan, as of each year: 











Model Name of model Units 
year produced 
1954 | 62series, hardtop model. Tae LAL Ra a ee 17, 460 
1955 62 series de Ville, hardtop model__ bed he ackende Sabb bab amb eiid beech eye a 33, 300 
1956 | 62 serics, hardtop NE a rises tcc Beans maehs* aie aeh oaignaeamnenn 26, 649 
1957 | 62 series, Neen TT nnn nnn a eee cae inde kale 25, 120 








The largest selling sedan for the period 1954-57 was the. 62 series deVille, 
hardtop model. Number produced for each year and total for the period for this 
model type follows: 


Units 

Model year: produced 
BE Rosch toda unde ones ened tmennerenivenineeehaenne WP RH WSs encmarwatinn oti adie nenetiali 170 
BE ob anc chn~ nablavdsabineian thie pele secimacusocitecconcce WEwedacsucoctescsewseccabsuceehs 24, 086 


yee titel. 5. 252222 dks wabsiedcetCivobe sebEsbo kus huresaseecussékebs beac geen ae 
4-door sedan 


Largest selling sedan, as of each year: 








Model i Name of model Units 
year produced 

| 

-| anmenentilp behoetisitsiladaglin 
1964 | 62 series, peapiie mate cn os. 2s eens cinbacenncessauete 2 in wispielibeabacel 33, 845 
1955 62 series, regular model. ; noosa ; ce 44) 904 
1956 | 62 series deVille, hardtop model.............2222222222222200200000 SOUCTSS. 41, 792 
1957 | Seeaetes, hardtop model. _-_- junket seamhe dene soma heeeus ; ead 32, 342 


The largest selling sedan for the period 1954-57 was the 62 series, regular 
model. Number produced for each year and total for the period for this model 
type follows 








Units 

Model year: produced 

1954... : me = on Subcefeonsmanedus aeleebeetedabneeeadah jeniddegaccd Stats eion 33, 845 
1955... ia ee : , 

1956 sina teuwebaatacst Bld .:taccasth, cedeies Sam tens eae 

56... ——_ a li ee eS0b do peestnh eweévoesabbaadsee eee 
Nea tremawniehn ou ainseen SSaceseensseweneshene ian i ts Sr eto ea et ‘ sn mens kmhinbdnangingimeeidies (4) 

4-year total. ...... aunt iuresiee Sddwsensnpececoceccsné bemadiabdusnscdbddecnsauddsednbowe isedaked 104, 971 


1 Not offered. 














3538 ADMINISTERED PRICES 


PASSENGER CAR PRICE DATA, 1954 THROUGH 1958 


The following is in explanation of certain items pertaining to passenger car 
prices for the years 1954 through 1958. 


DESTINATION CHABGE MODIFICATION 


The practice of billing destination charges was changed effective with the 
introduction of the 1955 models in October 1954. Under this change destination 
charges were reduced to all customers located more than 1,200 miles from the 
home plants in Michigan. In order to offset this reduction in revenue, a rela- 
tively small list price increase on all cars resulted. 

A second revision in destination charges was made by General Motors effective 
February 27, 1956. Under this change destination charges were reduced to 
customers located more than approximately 200 miles from the home plants in 
Michigan. As was the case in October 1954, a relatively small list price increase 
on all cars was made in order to offset this reduction in revenue. 

In the aggregate there was no change in the total amount collected from the 
dealers as the result of these changes in price and destination charges. 


ADVERTISING MODIFICATION 


Prior to December 1, 1956, each dealer was billed an amount per car for 
advertising fund as specified in the dealer selling agreement. Under a change 
effective December 1, 1956, General Motors eliminated the separate charges to 
the dealers and refunded to each dealer the unspent portion of his contribution 
to the advertising fund. Thereafter, General Motors assumed full responsibility 
for the cost and administration of the new advertising and promotional program 
on a local and national basis. The additional costs thus incurred were factored 
into the list prices of General Motors vehicles. In the aggregate there was no 
change in the total amount collected from the dealers as the result of this change 
in price and advertising charge. 


Question $ 
CHEVROLET MOTOR DIVISION 


Bel Air series, 2-door sedan, 8 cylinder, hardtop model (largest selling 2-door 
sedan in 1957) 














Model year 
| 1957 1956 1955 1954 
Manufacturer’s suggested price at home-plant city ! ; $2, 554 |$2, 371.00 |$2, 241.00 |$2, 166.00 (2) 
Adjustments to be comparable to 1958 model pricing: | 
Destination charge modification, Feb. 27, 1956-..- |... ..-- ii iotawannes 30. 00 30. 00 
Advertising change, Dec. 1, gies eerie ene 28. 32 28. 32 28. 32 
(Se aa a | 2,554 | 2,399.32 | 2,299.32 | 2, 224. 32 | ; 
Adjustments to 1958 equipment level—items added: 
ten a bien inaerhaian as ante cnchasss cccswetweloadceeenst — SAINI ia tdiend 
30 ampere generator (12-volt weer. ~---|--------- 47.55 47.55 47.55 
Electric windshield wipers -- pncuderentteesbansiee. 411.30 411.30 411.30 |_. 
ae tas Op aiivwestehaseccuses Swiniinddeseapsere 44.75 44.75 7 Oe lnacacncnnal 
SE cpithekeiwaus=tusdecccckacenwen cemedasn |---------- 43.80 43.80 43.80 
Manufacturer's suggested price at home-plant 
city on comparable equipment basis_---- ek 2, 554 2, 426.72 | 2,326.72 | 2,268.47 |.......-.- 
i 








1 The manufacturer’s suggested price at home-plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
2 Not offered. 


31955 accessory price. 
# 1957 option or accessory price. 
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GENERAL Motors Corp.—Continued 


CHEVROLET MOTOR DIVISION—continued 


Biscayne series, 2-door sedan, 6 cylinder, regular model (designated as 210 series 
in 1954-57) (largest selling 2-door sedan for the period 1954-57) 


























| Model year 
est aed re 
Be 210 series 
Bisc * ne | 49. 
j 1958 y | 
| 1957 1956 1955 1954 
Manufacturer’s suggested price at home-plant city 1_ | $2, 236 |$2, 094.00 |$1, 878.00 [$1,775.00 |$1, 717.00 
Adjustments to be comparable to 1958 model pricing: | 
Destination charge modification, October 1954___| tigate ae ee eee a : 20. 00 
Destination charge modification, Feb. 27, 1956 ee 30. 00 30. 00 30. 00 
Advertising change, Dec. 1, 1956............_-- eo aan 28. 32 28. 32 28. 32 28. 32 
Subtotal edetpee 2, 236 ‘| 2 2, 122. 32 1, 936. 32 “1, 833. 32 | 1,795. 32 
Adjustment to 1958 equipment level: | 
Items added: | 
Directional signals._- ie aaccrtmhiericiell idm ae ssaialllicheiesdaatianial 216.75 216.75 
30-ampere generator (12- volt : sy ystem)_____ Seer eae 37.55 37.55 37.55 37.55 
Vacuum paeanelr windshield ‘aes sc eecsccnccied meade -| 411.30 411.30 411.30 411.30 
Junction block Raine ae iat | %4.75 24.75 34.75 34.75 
Items deleted: Manual clock _- peheenenwaecenfon icieeentie 2 |---------- (511.30) 
Manufacturer’s suggested price at home-plant | 
city on comparable equipment basis_-------- 2,236 | 2,145.92 | 1,959.92 | 1,873.67 | 1,824.37 














1 The manufacturer’s suggested price at home-plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

2 1955 accessory price. 

3 1957 option or accessory price. 


41957 electric windshield wiper option price. Vacuum booster windshield wiper offered on special order 
only in 1957. 
41954 accessory price (150 series). 


Bel Air series, 4-door sedan, 8 cylinder, regular model (largest selling 4-door 
sedan in 1957) 


Model year 


1958 1957 1956 1955 1954 
Manufacturer’s suggested price at home-plant city ! $2,547 {$2,362.00 |$2, 133.00 |$2, 031. 00 (2) 
Adjustments to be comparable to 1958 model pricing: 
Destination charge modification, Feb. 27, 1956___|_.......-.|_..------ 30. 00 ib iiccnuaen 
Advertising change, Dec. 1, 1956.................|....---.-- 28. 32 28. 32 SE Aicewcseden 


IL iiocct se actith nbn soasindcenb 2, 547 | 2,390.32 | 2,191.32 | 2,089.32 
Adjustments to 1958 equipment level—items added: 
Directional signals_..____- rere ee tk ee 
30-ampere generator (12-v olt system) _. acctbcumndasabweceemente 47.55 47.55 47.55 
SEROOOE ES WTO WHITE, a. cn ce nnecenecenecccclecsccuecs- 411.30 411.30 411.30 
IE sere ho ak othe cs nunc daenenetopensdenee 44.75 44.75 OA ce 


I a nena 43.80 43.80 SOT. .u. cess 


Manufacturer’s suggested price at home-plant 
city on comparable equipment basis___--___- 2, 547 | 2, 417.72 SIG FO 0 OR Se Cntnae 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

2 Not offered. 

31955 accessory price. 

41957 option or accessory price, 




















| 
a 
| 


. 
. 
| 
i 
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GENERAL Motors Corp.—Continued 
CHEVROLET MOTOR DIVISION—Ccontinued 


Biscayne series, 4-door sedan, 6 cylinder, regular modet (designated as 210 series 
in 1954-57) (largest selling 4-door sedan for the period 1954-57) 


> | 




















Model year 
210 series 
Biscayne 
1958 | | | 
1957 1956 | 1955 | 1954 

relate aI al a i es Ries i. x 

Manufacturer’s suggested price at home plant city '!..| $2,290 |$2, 146.00 ls1, ont. 00 |$1, 819.00 |$1, 771. 00 
Adjustments to be comparable to 1958 model pricing: 

Destination charge modification, October 1954___|..........|...-....-- ie eS ee ee F 20. 00 
Destination charge modification, Feb. 27, 1956_..|_.........|.....-.... | 30. 00 30. 00 30. 00 
Advertising change, Dec. 1, 1956_...............-|--...-...- 28. 32 28. 32 28. 32 28. 32 
a i it ance let w 2, 290 | 2,174.32 1,979, 32 | 1,877.32 | 1,849.32 

Adjustments to 1958 equipment level: | 

Items added: | 
ee ie Deel anes Bob dceecentoucewamans 216.75 216.75 
30-ampere generator (12-volt system) -_........|........-. 37.55 37.55 37. 55 37.55 
Vacuum booster windshield wipers_-_-.-...--- ea 411.30 411.30 411.30 $11.30 
a a, RE I SR, See 34.75 34.7 34.75 34.75 
a as al nan buaafesbesseccsbeSancecuesdcescecaene (5 11. 30) 

Manufacturer’s suggested price at home plant 

city on comparable equipment basis_.-_--.---- 2, 290 | 2,197.92 2, 002.92 | 1,917.67 | 1,878.37 








1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
1955 accessory price. 
3 1957 option or accessory price. 


4 1957 electric windshield wiper option price. Vacuum booster windshield wiper offered on special order 
nly in 1957. 
§ 1954 accessory price (150 series). 


PONTIAC MOTOR DIVISION 


Chieftain series, 2-door sedan, hardtop model (Catalina) (designated as 
Chieftain 860 series in 1956) (largest selling 2-door sedan in 1957) 




















Model year 
Chieftain Chieftain 860 Chieftain 
oy } , | special 
| 
1958 1957 1956 1955 1954 
Manufacturer’s suggested price at home plant city ! __ $2, 707 |$2, 494. 00 \$2, 331. 00 (?) (4) 
Adjustments to be comparable to 1958 model pricing: 
Destination charge modification, Feb. 27, 1956._._|..........}....-..---| tf Se ee 
pS ee ea eee 35. 39 Se Denetiiwaunhtan ditions 
ee bs oo 8 2,707 | 2,529.39 | 2,401.39 |... iE 
Adjustments to 1958 equipment level—items added: 
hn nis cent Saebemencehs nb acatecson | 337.65 PN acc ge tan xdmnwaee 
Tires (8:00 by 14 over 7:50 by 14)_.........--.---.].-------.- SDP a ct Nh tener naa csne a 
Manufacturer’s suggested price at home plant 
city on comparable equipment basis-----_--- ome ee SO 2 a ee 
| 











1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

3 Not offered. 

31957 option price. 


$$ 
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GENERAL Motors Corp.—Continued 
PONTIAC MOTOR DIVISION—continued 


Star Chief series, 2-door sedan, hardtop model (Custom Catalina) (largest 
selling 2-door sedan for the period 1954-57 ) 


























Model year 
| j ol i 
1958 | 1957 | 1956 1955 1954 
E : Seis Se atc . —, 
Manufacturer’s suggested price at home plant city !- $3, 122 | $2, 866.00 |$2, 626.00 |$2,499.00 | $2, 557.00 
Adjustments to be comparable to 1958 model pricing: | 
Destination charge modification, October 1954___|_......._|.-..--..--  Sonnctaepebskcedakakes 24. 00 
Destination charge modification, Feb. 27, 1956__.)......___. | cakenxabad } 35. 00 35. 00 35. 00 
Advertising change, Dec. 1, 1956-.....-.....-.--- l ceuspaeote | 35.39] 35.39) 35.39} 35. 39 
I hatin acne a ee eee _..--| 3,122 | 2,901.39 | 2, 696. 39 | 2,569.39 | 2,651.39 
Adjustments to 1958 equipment level—items added: | | 
DirectlOna MENEN.. «., . onc snsnccwnsenccaseves Laas betes Ee pie 214.15) 914.15 
SIRETOS GRE OONG lise Sct woccewenendnsncnncase Shits amuse l speareeees ae ee 3 34. 95 234. 95 
Manufacturer’s suggested price at home plant 
city on comparable equipment basis. _.__.-.- 3,122 | 2,901.39 | 2,696.39 | 2,618.49 2, 700. 49 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
2 1955 option or accessory price. 


Star Chief series, 4-door sedan, hardtop model (Custom Catalina) (largest 
selling 4-door sedan in 1957) 


Model year 











| — — 
| | 
1958 | 1957 | 1956 | 1955 1954 
- a ae - | ae ale 
Manufacturer’s suggested price at home plant city !- $3,210 |$2, 940. 00 |$2, 696. 00 (2) re) 
Adjustments to be comparable to 1958 model pricing: | | 
Destination charge modification, Feb. 27, 1956 ana = 35. 00 Seal ees aeenes 
Advertising change, Dec. 1, 1956.............--- | 35. 39 35. 39 | | 


Manufacturer’s suggested price at home plant 
city on comparable equipment basis__----- 3,210 | 2,975.39 | 2, 766.39 
| 


| 
| 

| 

Ds aie cincepaler ci Bese ase oaenelinn 
| } 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
3 Not offered. 
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GENERAL Motors Corp.—Continued 
PONTIAC MOTOR DIVISION—continued 


Super Chief series, 4-door sedan, regular model (designated as Chieftain 870 
series in 1955-56 and Chieftain Deluge series in 1954) (largest selling 4-door 
sedan for the period 1954-57) 


Model year 


| Sabindnenaieatclingegen = : eae 


} — — 
| 




















| Super Chief | Chieftain 870 | Chieftain 

| Deluxe 

| 

| 1958 | 1957 | 1956 | 1955 1954 
e eo, — - —2 
| 


Adjustments to be comparable to 1958 model pricing: 


| 


Manufacturer’s suggested price at home plant city | $2, 834 |$2, 629. 00 |$2, 374. 00 |$2, 267.51 |$2, 205. 51 
i i 


Destination charge modification, October 1954 , aed ca Pe ‘ hasdenh wie 24. 00 
Destination charge modification, Feb. 27, 1956___|.-.-- J 35. 00 | 35. 00 35. 00 
Advertising change, Dec. 1, 1956._......-__...--. ~ 35. 39 | 35. 39 | 35. 39 35. 39 
rae gece ee = nena be ee erenmeiresey 
nn A ic kcesoon 2, 834 2, 664, 39 | 2, 444. 29 | 2, 337. 90 | 2, 299. 90 
Adjustments to 1958 equipment level: 
Items added: Directional signals. .............__}_- ; Se eae oe SL aeetect Fae 214.15 
Items deleted: | | | 
R00, (ONROMRIO)....- <= 25 --- ---n 2-2 ones] -----~2---|-n one ne eee sca eal ereiniedibicnd Bac aaa ( 2 16. 85) 
| 


ane... _......._...-.-..--..---]-.----csact (9 94.19)... 
Deluxe wheel disks___.__._- 


Fel |----------| (#17.60)| (#17.60)| (417. 60)| (#17. 60) 


Manufacturer’s suggested price at home plant city | | 
on comparable equipment basis..................-- 2, 834 | 2, 622. 60 2, 426.79 | 2,334.45 | 2,279.60 


| 
! | 








1 The manufacturer’s suggested price at home plant city does not include destination charges, State 
and local taxes, accessories and optional equipment. 

2 1955 accessory price. 

#1958 option price. 





OLDSMOBILE DIVISION 


88 series, 2-door sedan, hardtop model (Holiday) (largest selling 2-door sedan 
in 1957 and for the period 1954-57 ) 


Model year 





1957 1956 | 1955 1954 


} 
| | 





Manufacturer’s suggested price at home plant city !- $2, 893 |$2, 812.00 \s2, 555. 00 Igo, 474.00 | $2, 449.00 
Adjustments to be comparable to 1958 model pricing: | | 
ienigiaedateiandlaemnicnetecetathl Sidityn watt stinen at aaa” 25. 00 





Destination charge modification, October 1954-_- 
Destination charge modification, Feb. 27, 1956. ..|..........|.......-- | 40.00] 40.00 | 40.00 
Advertising change, Dec. 1, 1956..............-..|.-.-.----- 42. 47 | 42. 47 42.47 | 42. 47 
ee RE ec cnnidainadgnmcciaitaauns 2, 893 | 2, 854. 47 2, 637.47 | 2, 556. 47 2, 556. 47 
Adjustments to 1958 equipment level: 
Items added: 
Oil filter 


EN cca | 210.30| 210.30; 210.30 
Oversize tires (8:50 by 14 over 7:10 by 15)__-- | 316.10 $16.10 |_._.- 


Items deleted: Quadri-jet eee te oe (20. 155) aoe | 





city on comparable equipment basis-_-----.-_- 2, 893 





| 
Manufacturer’s suggested price at home plant | 
| Sane 2, 663. 87 | 2,582.87 | 2, 566.77 

| | | 


1 The manufacturer’s suggested — at home plant city does hot include destination charges, State and 
local taxes, accessories and optiona 

2 1956 option price. 

3 1956 option price, 7:60 by 15 over 7:10 by 15 used. 

41958 option price. 


equipment. 








Se 
REN 
Se 
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GENERAL Motors CorP.—Continued 
OLDSMOBILE DIVISION—continued 


88 series, 4-door sedan, regular model (largest selling 4-door sedan in 1957) 


Model year 


1958 1957 1956 | 1955 1954 
- re = 
} 
“| 


| 
Manufacturer’s suggested price at home plant city ! $2, 'g2, 756.00 |$2, 443. 00 s2 , 362.09 | $2, 337.09 








Adjustments to be comparable to 1958 model pricing: a 
Destination charge modification, October 1954---_}.......-_-}....---..-}...-------}-.-- zt 25. 00 
Destination charge modification, Feb. 27, 1956.-.|_...-..---|-- | 40.00 | 40. 00 40. 00 
Advertising change, Dec. 1, 1956.._...---- 7 B28. .564 42.47 | 42.47 | 42, 47 42. 47 
Subtotal_-_.-_-- soup unewmenoen 2, 837 | 2,7 798. 47 | 2, 525. 47 2, 444. 56 2, 444. 56 
Adjustments to 1958 equipment level: | | 
Items added: 
tN 2 acetate achah anh n Dehiemianetgias — --| 210.30 | 310.30 | 210.30 
Oversize tires (8:50 by 14 over 7:10 by Rs ; itt Seed eee 
Items deleted: Quadri-jet carburetor_............|....-..-- | 4 (20. 15)}.- oni beiteniobalstabetick 








| 
| 
} } | 
Manufacturer’s suggested price at home — He 
city on comparable equipment basis -- oe 2, 837 2,778.32 | 2,551.87 | 2,470.96 | 2, 454. 86 
| 


1 The manufacturer’s suggested price at home paiiit city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

21956 option price. 

$1956 option price, 7:60 by 15 over 7:10 by 15 used. 

41958 option price. 


Super 88 series, 4-door sedan, regular model (largest selling 4-door sedan for the 
period 1954-57) 


| Model year 


| 1958 | 1957 | 1956 1955 1954 








Manufacturer’s suggested price at home plant city ! $3, 112 |$2, 988.00 |$2, 995.00 |$2, 502.71 | $2, 476.71 
Adjustments to be comparable to 1958 mode! pricing: | 
| 


Destination charge modification, October 1954. -_|.......-- Tepeperrarey | site dens Hiccads ROK A 26. 00 
Destination charge modification, Feb. 27, 1956 | 40. 00 | 40. 00 40. 00 
Advertising change, Dec. 1, 1956 ; 42. 47 


42. 47 | 42. 47 42.47 





i = . "ea ! 
2, 677.47 | 2,585.18 | 2, 585.18 


; 
} 
Subtotal isehinnecaacn | 
Adjustments to 1958 equipment level: 
Items added: | | 
Oil filter___ a .----}| 21030} 210.30 210.30 
Safety padded instrument panel cans ----| 219.35 | 219.35 219.35 
Deluxe steering wheel and horn ring j |} 214.15 |} 214.15 214,15 
Hand brake signal light ~ oaeinaien | | 25. 65 | 25.65 2 5. 65 
Front compartment courtesy lights_-_ | . hailed 24.30 | 24.30 | 24.30 
Glove box light ; : seenes =e cccieaaaeil 22.83; 22.83 | 22.83 





Items deleted: Dual exhaust... -.......--.-- b cedatona ate SEMEN ae 


3, 112 3, 003. 60 | 2, 734. 05 8 | 2,641.76 | 2,641.76 
| 
| 


! 
Manufacturer’s suggested price at home plant | 
city on comparable equipment basis- ‘ -| 





1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

2 1956 option price. 

31958 option price. 
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ADMINISTERED PRICES 


GENERAL Motors Corp.—Continued 
BUICK MOTOR DIVISION 


40 series, 2-door sedan, hardtop model (Riviera) (largest selling 2-door sedan in 
1957 and for the period 1954-57) 








Model year 
1957 1956 1955 1954 

Manufacturer’s suggested price at home plant city '- $2, 744 |$2, 668.00 |$2, 413.00 |$2, 332.43 | $2,305. 43 
Adjustments to be comparable to 1958 model pricing: 

Destination charge modification, October 1954- __}__..____-- SScsdtch obbbas Elweel ees 26. 00 

Destination charge modification, Feb. 27, 1956_--|_.......-.|-..----- 40. 00 40. 00 40.00 

Advertising change, Dec. 1, 1956.................]----.----.- 35. 83 35. 83 35. 83 35. 83 

Manufacturer’s suggested price at home plant 
city on comparable equipment basis _______- 2,744 | 2,703. 83 | 2, 488.83 | 2,408.26 | 2, 407.26 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State, and 
local taxes, accessories and optional equipment. 


40 series, 4-door sedan, regular model (largest selling 4-door sedan in 1957 and 
for the period 1954-57) 


Model year 


SS ee ee ee 


Manufacturer’s suggested price at home plant city '.| $2,700 |$2, 624.00 |$2, 372.00 |$2, 291.32 | $2, 265.32 
Adjustments to be comparable to 1958 model pricing: 


Destination charge modification, October 1954-_- 


Destination charge modification, Feb. 27, 1956___|_.......-.|_...--__-- 40. 00 0.00 40. 00 
Advertising charge, Dec. 1, 1956................-].--------- 35. 83 35. 83 35. 83 35. 83 

Manufacturer’s suggested price at home plant 
city on comparable equipment basis. -...-- 2, 700 | 2,659.83 | 2,447.83 | 2,367.15 | 2,367.15 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State 
and local taxes, accessories and optional equipment. 


CADILLAC MOTOR CAR DIVISION 


62 series, 2-door sedan, hardtop model (largest selling 2-door sedan in 1957) 


Model year 
1958 1957 1956 1955 1954 

Manufacturer’s suggested price at home plant city '_| $4,784 |$4, 609.00 |$4, 146.00 |$3,881.77 | $3,837.77 
Adjustments to be comparable to 1958 model pricing: 

Destination charge modification, October 1954. -..)..........]----.-----]_-..------}--.------- 43.00 

Destination charge modification, Feb. 27, 1956___|_........-|.-...----- 50. 00 50. 00 50. 00 

Advertising change, Dec. 1, 1956................-]-.-.--.-.- 67. 96 67. 96 67. 96 67. 96 

Subtotal 


Adjustments to 1958 equipment level—items added: 
Power brakes 


Manufacturer’s suggested price at home plant 
city on comparable equipment basis_--._-_-.- 4,784 | 4,676.96 | 4,263.96 | 4,047.43 | 4,046.43 





1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
21955 option price. 
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GENERAL Morors Corp.—Continued 
CADILLAC MOTOR CAR DIVISION—Ccontinued 


62 series, 2-door sedan, hardtop model (de Ville) (largest selling 2-door sedan for 
the period 1954-57) 











Model year 
1958 | 1957 | 1956 1955 1954 
Manufacturer’s suggested price at home plant city ! $5, 251 |$5, 048.00 |$4, 569.00 |$4,305.01 | $4, 261.0 
Adjustments to be comparable to 1958 model 
pricing: | 
Destination charge modification, October 1954.. .|..........|.------ sal lat Sawiannanal 2 ieee 43. 001 
Destination charge modification, Feb. 27, 1956___|....._._-- aon 50. 00 "50.00 50.00 
Advertising change, Dec. 1, 1956__-__- eetiaerea arin osle ahav di 67.96 67.96 67. 96 67.96 
OS ose: beep dee oman ¥apiebhas tate 5,251 | 5,115.96 | 4,686.96 | 4, 422.97 4, 421. 97 
Adjustments to 1958 e quipment | level—Items added: 
PEE MRR se onan ses cccinynetasacereute omen CERUCed ere ereahenbap takaeeaeesee 3 47.70 2 47.70 





Manufacturer’s suggested price at home plant 
city on comparable equipment basis__--_.-__- 5, 251 | 5,115.96 | 4,686.96 | 4,470.67 | 4,469.67 





1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
91955 option price. 


62 series, 4-door sedan, hardtop model (largest selling 4-door sedan in 1957) 


| Model year 
1958 | 1957 1956 1955 1954 
Manufacturer’s suggested price at home plant city !- $4, 891 |$4, 713. 00 (2) (2) (?) 
Adjustments to be comparable to 1958 model ae 
Advertising change, Dec. 1, 1956....-....--..--..--|---------- GROG hisicceciche enn I Breen 





Manufacturer’s suggested price at home plant 
city on comparable equipment basis_- - -- : 


1 The manufacturer’s suggested price at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 
2 Not offered. 


62 series, 4-door sedan, regular model (largest selling 4-door sedan for the period 














1954-57 ) 
Model year 
1958 1957 1956 1955 1954 
Manufacturer’s suggested price at home plant city !- ) (2) $4, 241.00 |$3, 976.70 | $3,932. 70 
Adjustments to be comparable to 1958 model pricing: 
Destination charge modification, October 1954. _-|..........].----.--.-]--..-----.]--.---..-- 43.00 
Destination charge modification, Feb. 27, 1956___|..........|--..------ 50. 00 50. 00 50. 00 
Advertising change, Dec. 1, 1956.-.............--]...--.-.--]--- obec 67. 96 67. 96 67. 96 
NONE = onc. k Suc sReaon Gem ateans See ee eras eRe RCN SES 4, 358.96 | 4,094.66 | 4,093.66 
Adjustments to 1958 equipment level—items added: 
Power brakes-..-- Ss siib-ieakenivip chs ihea tbsa de exes coos doc or a’in ce ee bie ake eee hele mained 3 47.70 3 47.70 
Manufacturer’s suggested price at home plant 
city on comparable equipment basis_...-...-|....--..-.|-------.-- 4,358.96 | 4,142.36 | 4,141.36 





i The manufacturer’s suggested eee at home plant city does not include destination charges, State and 
local taxes, accessories and optional equipment. 

2 Not offered. 

#1955 option price. 





| 
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Question 4 


General Motors Corp.—Model year unit passenger car production by car line, 
1954 through 1957 


| Model year unit passenger car production 














] 

1957 1956 1955 | 1954 

| eae 
Od 1, 552, 756 1, 617, 406 | 1, 766, 017 | 1, 185, 085 
eer 334, 041 405, 7% 554, 090 287, 744 
Ns tin othsnh coh taal, a net aeied 384, 392 485, 459 583, 181 | 354, 002 
Ree es oh ion 55 5 giials cn dacacncdiipnata 405, 086 572, 024 738, 814 444, 609 
iach cadcakanictceiceboknnusclda deed 146, 840 154, 631 140, 778 | 96, 680 
Question § 


(a) and (6). During the calendar year 1956, the corporation’s United States 
operating divisions purchased finished steel as follows: 


General Motors Corp.—Amount and cost of finished steel purchased for the 
year 1956 


Steel purchases 











| Nettons | Cost Average cost 
| per ton 
Total automotive divisions (7 car, truck, and body divisions | 
and 17 parts supplying divisions) - ..............--- iat 5, 299, 778 | $760, 604, 953 $143. 52 
Total nonautomotive divisions.....................--..------- 412,437 | 60, 512, 528 | 146. 72 
Total United States operating divisions._.___.___- oe 5, 712, 215 821, 117, 481§| 143. 75 


(c) None. 


GENERAL MOTORS CORP.—EFFECT OF 1956 AND 1957 STEEL PRICE INCREASES 
Question 6 


(a) The cost of steel purchased, in total 


1956 price increase: Steel purchases by General Motors automotive divisions 
during the calendar year 1956 amounted to approximately 5,300,000 net tons as 
set forth under question 5. Some portion of this tonnage was used for non- 
automotive products and automotive products for outside customers. The August 
1956 steel price increase, as applied to steel purchased by General Motors auto- 
motive divisions, is estimated to have been approximately $9 per ton. This rep- 
resents an annual cost increase of $47,700,000 to General Motors, based on the 
purchase of 5,300,000 tons in 1956. 

1957 price increase: The July 1957 price increase, as applied to steel pur- 
chased by General Motors automotive divisions, is estimated to have been about 
$6 per ton. However, there were other substantial increases in the period from 
December 1956 through June 1957 which amounted to about $4 per ton. The 
total of all steel price increases during the period from December 1956 through 
August 1957 are estimated to have been about $10 per ton. This represents an 
annual cost increase to General Motors, based on an average purchase of 
5,300,000 tons, of $53 million. 

The above data are summarized below : 


smc 
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Annual effect based on steel purchases of 5,800,000 net tons 




















General Motors purchases only 
Steel price increase dates ee 

| Increase per | Annual effect 

Net tons |  netton of price 

increases 
Tle aii icvets cine scunpicdisieed dali taeh aba | 5, 300, 000 | $9 | $47, 700, 000 
December 1956 through June 1957__...- = Se eee 5, 300, 000 | : 4 21, 200, 000 
July 1957 through August 1957_._........_..._----- Se a 5, 300, 000 6 31, 800, 000 
Total, December 1956 through August 1957..............|...-.-.----- 10 53, 000, 000 
Total effect of 1956 and 1957 steel price increases._.._._._|_...-- ae bee Bt 19 100, 700, 000 


(a) The cost of steel purchased, per car 


The General Motors composite passenger car—based on 1957 model weights, 
excluding options and accessories—requires approximately 1.3875 net tons of 
steel purchased by General Motors for the fabrication of parts. Based on the 
aforementioned increases in the cost of steel per ton of $9 for 1956 and $10 for 
1957, the estimated per car cost increases are $12.49 for the effect of the 1956 
increase and $13.88 for the effect of the 1957 increases. 


(b) The cost of parts purchased, in total 


With respect to the fabricated parts purchased by General Motors, it is esti- 
mated that approximately 25 percent of the steel content in a composite General 
Motors passenger car is purchased in the form of parts from outside suppliers. 
Assuming that the average per ton steel price increases developed for General 
Motors purchased steel would apply to the steel content in purchased parts, it is 
estimated, therefore, that steel costs for fabricated parts supplied by outside 
vendors would have increased approximately one-third the amount estimated for 
General Motors steel cost increases. This would represent cost increases for 
steel content in purchased parts of approximately $15,900,000 and $17,667,000 
on an annual basis for the 1956 and 1957 increases respectively. 


(c) The cost of parts purchased, per car 


Using the same assumption as mentioned in the preceding paragraph concerning 
the effect of the price increases for the steel content in purchased parts, the cost 
increases for. approximately 0.4520 net tons of steel, representing fabricated parts 
in the General Motors composite passenger car, are estimated to be $4.07 and 
$4.52 for the 1956 and 1957 steel price increases respectively. 

Attached is a summary of the total effect of the 1956 and 1957 steel price in- 
creases on the General Motors composite passenger car. 


General Motors composite passenger car effect of 1956 and 1957 steel price 
increases 





Net tons steel General | Increased cost of steel per car 
_tesi Beotere i’. 
steel 
Stee] price increase dates Pur- | Required | increase Pur- Required 
chased by} for parts | per net |chased by| for parts} Total 
General from ton General from 


Motors suppliers Motors | suppliers 

















| 

| 

| | 
IIE ink nies don caedvanmcnnnt 1. 3875 0. 4520 $9 | $12.49 $4. 07 $16. 56 
December 1956 through June 1957.......-. 1.3875 | — . 4520 4] 885 7.86 
July 1957 throngh August 1957.........- ad 1, 3875 | . 4520 6 | 8. 33 2:71 11. 04 

Total, December 1956 through 
Be csc cidackccccsensoees 1. 8395 | 10 | 13. 88 4, 52 18. 40 











Total effect of 1956 and 1957 steel 
DINN . « cdtcdoniens@thntnceieaneceeeis De eee 19 











| 
| 
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The data supplied for each car line in reply to question 8 apply to the largest 
selling 2-door and 4-door sedan model in the year 1957, and in the 4-year period 
of 1954-57. These are the same models which were used in answer to ques- 
tion 3. 


Question 8 


CHEVROLET MOTOR DIVISION 


Bel Air series, 2-door sedan, 8 cylinder, hardtop model (largest selling 2-door 
sedan in 1957)* 


Accessory or option price of equipment made standard 


1958 1957 1956 1955 | 1954 | 1953 | 1952 | 1951 | 1950 











TORR IIA... «Fate 3 ino sentpwdnindbanshesicniees ) RS eee Lage ee compan 
30-ampere generator (12-volt system)..|  (*) de Ries hentia ieehd dab e-hoews so )~a-nd dl edes eonde} 
Electric windshield wipers... .-.-..-.-.- (’) SE Ris cnbaiehanctitnclesonaclencquphe sgt ndebiciion 
Jumevion Glock... ..-.......--...-.-..2 () OD Tembticcedscdeduidibidedas Sass ob deliudbecstbthens 
Ns Rite inti ieee ial 4) BIO Aencwennbivéntyien 


1 The Bel Air 2-door sedan, 8 cylinder, hardtop model was not offered prior to 1955. 
: — as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 
* Became standard equipment on 1957 model subsequent to introduction. 


Biscayne series, 2-door sedan, 6 cylinder, regular model (designated as 210 series 
1958-57 and as Deluge series in 1950-52) (largest selling 2-door sedan for the 
period 1954-57) 





Accessory or option price of equipment made standard 


Pree wrtere ee pey-epestengege penta 
1958 1957 1956 1955 | 1954 | 1953 | 1952 1951 | 1950 








45-ampere generator (6-volt system) --_|......-.|....----|---.----]--------]-.----] () |$7. 91 
Be ne rata hannah noua sepamea (‘) $16. 75 : Bs tae te dia Me mee 
30-ampere generator (12-volt system)..| —(') a ak a 
Vacuum-booster windshield wipers...| (') eee lee Baoaee eek cca atkidewasatncdhits Se = 
Junction blook .i- ..0.-.:.--.-..-..--- (‘) aS ics ath is bs oss hice ns -enlonge <é]es~ncstccce 





1 Added as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 

2 1957 electric windshield wiper option price. Vacuum booster windshield wiper offered on special order 
only in 1957. 


Bel Air series, 4-door sedan, 8 cylinder, regular model (lurgest selling 4-door 
sedan in 1957)* 


Accessory or option price of equipment made standard 











| Aaa Lae ail mea (2) 33. 80 | eee | pene # 


td sani 
1958 1957 1956 1955 | 1954 1953 | 1952 | 1951 1950 
DN a EEE ee scatacienal melita _ odie aabianonll ae 
| | 
I CII, niet itd acti hag @ ysiacn Haw 05s | () $16. 75 | aeun | | 
30-ampere generator (12-volt system)--|  (*) eee Satter eh no ccce ee | |. 
Electric windshield wipers-----.-..---- () 11. 30 | iilne pb ho~ ssw sos 
I Weck vadstvdcennnnt acess (3) A Rd thE imesin | 


i The Bel Air 4-door sedan, 8 cyclinder, regular model was not offered prior to 1955. 

2 Added as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 

+ Became standard equipment on 1957 model subsequent to introduction. 
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GENERAL Morors Corp.—Continued 
CHEVROLET MOTOR DIVISION—Ccontinued 


Biscayne series, 4-door sedan, 6 cylinder, regular model (designated as 210 series 
in 1958-57 and as Deluge series in 1950-52) (largest selling 4-door sedan for 
the period 1954-57) 





Accessory or option price of equipment made standard 





————— 


| : 
1958 1957 1956 1955 | 1954 | 1953 1952 | 1951 | 1950 
. . ; 
| 








| 
45-ampere generator (6-volt system) -- Rhoiit tn 4nnnghe nia (‘) Re ate de 
Seman Se... .- 05 oe 4 nono eh = vaenicank () | $16. 75 Lawes ae 
30-ampere generator (12- volt system). (1) ita sia Cera cone erate ein 
Vacuum-booster windshield wipers. -- - () $13.90 fp ncest scheemie helio. 
EE Hata esiowsmreaeakseennn'e (!) OS eecwnns se 














1 Added as standard equipment in year shown. Offered as optional equipment during preceding year 
at price shown. 


3 1957 electric windshield wiper option price. Vacuum booster windshield wiper offered on special order 
only in 1957. 


PONTIAC MOTOR DIVISION 


Chieftain series, 2-door sedan, hardtop model (Catalina) (designated as 
Chieftain 860 series in 1956) (largest selling 2-door sedan in 1957 )* 


Accessory or option price of equipment made standard 


' on 
1958 | 1957 | 1956 | 1955] 1954 | 1953 | 1952 | 1951 | 1950 





| 
ee ES nt ot eee on 
ee oe (2) | $37.65 | -..--- MO} « yy} a} oOo] @ 
Tires (8:00 by 14 over 7:50 by 14)__-_- (2) $66 1 cscccs . £ ae 


1 The Chieftan 2-door sedan, hardtop modei (Catalina), was not offered prior to 1958. 
2 Added as standard equipment in year shown, Offered as optional equipment during prececing year at 
price shown. 


Star Chief series, 2-door sedan, hardtop model (Custom Catalina) (largest 
selling 2-door sedan for the period 1954-57 )* 


| 
Accessory or option price of equipment made standard 


1958 1957 1956 1955 | 1954 | 1953 | 1952 1951 | 1950 


jE | doeieescaeen. 


eee NN: ooo ca El bie wes Cea <ant (?) $14.15 
4-barrel carburetor-.......--.----.---- | iioeen eee (?) 34. 95 


1 The Star Chief 2-door sedan, hardtep model (Custom Catalina), was not offered prior to 1954. 


1 Added as standard equipment in year shown. Offered as optional equipment during preceding year 
at price shown. 


Star Chief series, 4-door sedan, hardtop model (Custom Catalina) (largest 
selling 4-door sedan in 1957)* 


Accessory or option price of a made standard 





1958 1957 1956 











| 
No adjustments...._--.-- -|- ce 


4 . 
1955 — 19 54 | 1953 | 1952 | 1951 | 1950 
"ba 


1 Star Chief 4-door sedan, hardtop model (Custom Catalina), not offered prior to 1956. 
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GENERAL Motors Corp.—Continued 
PONTIAC MOTOR DIVISION—continued 


Super Chief series, 4-door sedan, regular model (designated as Chieftain 870 
series in 1955-56 and Chieftain Deluge series in 1950-54) (largest selling 
4-door sedan for the period 1954-57) 


Accessory or option price of equipment made standard 




















! 


1958 | 1957 | 1956 | 1955 | 1954 | 1953 | 1952 | 1951 | 1950 

ee =, ————|_—__}- paadlabiatcds Rennie 

Sireriionel Genale. ... ncn ncdegacucen Py. _.-| @) | $14.15 bo lett pe 

4-barrel carburetor............-..-.---|-------- | @ | #0065 cael ssfotene-deaneenbonemacionenerfrrnt 
| 





1 Added as standard equipment in year shown. Offered as optional equipment during preceding year ut 
price shown. 


OLDSMOBILE DIVISION 


88 series, 2-door sedan, hardtop model (Holiday) (largest selling 2-door sedan 
in 1957 and for the period 1954-57 )* 





Accessory or option price of equipment made standard 


etait 
| 








| 








| j j j od } 
1958 | 1957 | 1956 | 1955 | 1954 | 1953 1952 1951 | 1950 
- a menehiee Oe iT Ne een es 
coe hd 
i i bots. both catiesnenianhenioaskonet | > teense |.i...... Lemans bc clade Fcsubdiae Shee 
Oversize tires (8:50 by 14 over 7:10 by | | | | 
rie sak soe es eas ae Sse ah ecinmendntevevtonsenhisuseos a Me 
Quadri-jet carburetor. ................|...--.-. i; 26. 90 a 








1 The 88 series 2-door sedan, hardtop model (Holiday), was not ‘offered in 1951-53 inclusive. 


2 Added as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 


3 1956 option price of 7:60 by 15 tires over 7:10 by 15 tires used. 





88 series, 4-door sedan, regular model (largest selling 4-door sedan in 1957) 


Accessory or option price of equipment made standard 


1958 1957 


an rol |- 


| | | | 
1956 | 1955 | 1954 | 1953 | 1952 | 1951 1950 


—— _ - —- | 


Curn signals 


be i ike Re Daal aE i elk EE 
as Boe See te EL eee 1 SSD I... ; oe 
Oversize tires (8.50 by 14 over 7.10 by | } | | | | 
i a eel alae veils h ancanects ; () 2 | eee Di ah Dah 
peebuddsttie toe letecaet <0 CR” 1 Te EO Icbco0c)--.~-fs<o-<<locanaaces ee eeliamel cts 


Quadri-jet carburetor | a) | 26°90 | ee eee ee 
| 
| 


1 Added as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 


2 1956 option price of 7.60 by 15 tires over 7:10 by 15 tires used. 





Super 88 series, 4-door sedan, regular model (largest selling 4-door sedan for the 
period 1954-57 )* 














| 
Accessory or option price of equipment made standard 
| | } 
1958 | 1957 | 1956 | 1955 | 1954 | 1953 | 1952 | 1951 1950 
- | 
in cial diela at betes bicinattsthereeubekhie ached estes tnboxeectl xanve< | (@)  |$24. 63) | cntibie 
eal Lemans 190k OD 1-..-....1:-..-. De ete 
Safety padded instrument panel_____- lnosseeen (2) ee eee og Batt Lee eail 
Deluxe steering wheel and horn ring. .|__.____- (2) Ee Re Bak a 
Hand brake signal light............... boi a (?) gap pect trorpers st po ee Ss 
Front compartment courtesy lights--_|.......- (2) WOE Beicchemeigannsy Seduakace <a |. 
SO ON i. cadncncecesscene Sa (?) CE Rn ccann auth ddmikéi ae | pencil scnles- hcolatnal 
SN atacicieindanntacesaanhi wicenee (2) | SEE Reissitendl cacinnis Jovenne | peckes. DS eeienane 





! The Super 88 4-door sedan, regular model, was not offered prior to 1951. 


* Added as standard equipment in year shown. Offered as optional equipment during preceding year 
at price shown. 
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GENERAL Morors Corp.—Continued 
BUICK MOTOR DIVISION 


40 series, 2-door sedan, hardtop model (Riviera) (largest selling 2-door sedan in 
1957 and for the period 1954-57 )* 





Accessory or option price of equipment made standard 


| 
1955 | 


seksi. 


1954 | 1953 





1957 | 1956 
| 


Directional signals. . eS sicslh cusp tnapatig in hla ci lit Ertl a ai 





1 The 40 series 2-door sedan, hardtop model (Riviera), was not offered prior to 1951. 
2 Added as standard equipment in year shown. Offered as optional equipment during preceding year at 
price shown. 


40 series, 4-door sedan, regular model (largest selling 4-door sedan in 1957 and 
for the period 1954-57) 


Accessory or option price of equipment made standard 


| 
1956 | 1955 | 1954 | 1953 | 1952 | 1951 | 1950 | 1949 
| 


| 


fe pe] 


Oil filter. _..- Hgichoe. | ; 
Directional signals - - - ono USL 
| 


ee | 
os bs). altaless}i (t) | $12, 97 |. |-- 


| 
} 
i 
7 
' 
} 


(1) | $5.30 





1 Added as standard equipment in year shown. Offered as cbbtenied equindaiith Prone preceding year 
at price shown. 
GENERAL Morors Forty-E1gHTH ANNUAL REporRT YEAR ENDED DECEMBER 31, 1956 
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G. M. LETTER To SHAREHOLDERS 


Nineteen hundred and fifty-six was another good year for business generally 
and for the country as a whole. Business volume was at a record level. There 
was virtually full employment, and both consumer income and consumer expen- 
ditures increased over 1955. 

The contribution of the domestic automobile industry to the economy, although 
substantial, was somewhat less than in 1955. Consumer demand for cars and 
trucks did not keep pace with the rising trend of general business activity. This 
was particularly so in the spring of 1956 when consumer automotive demand, 
contrary to seasonal expectations, did not turn upward. Nineteen hundred and 
fifty-six was the first peacetime year in which new highs in the economy were 
reached that were not spearheaded by the automobile industry. 

Throughout 1956 General Motors maintained its position in this highly com- 
petitive industry. Sales of cars and trucks produced in our United States plants 
were 22 percent under the previous year as compared with a decline in sales 
of 25 percent in the industry. Sales of vehicles from our Canadian and overseas 
manufacturing plants established a new record in 1956. Total sales of units 
produced in our United States, Canadian and overseas plants amounted to more 
than 4 million vehicles—a volume exceeded only in the record year of 1955. 

Dollar sales and net income were also at levels second only to 1955. Net 
income for the year reflected not only the lower volume of business but also 
higher costs of materials, labor, tools, and services. These higher costs were 
only partially recovered by new price schedules. Dividends paid to common 
shareholders amounted to a higher proportion of earnings than in 1955. Both 
the percent and amount of earnings retained for reinvestment in the business 
were smaller, although requirements were substantial for capital expenditures 
and for working capital at the high level of operations. 

General Motor’s capital expenditures of close to $900 million during 1956 rep- 
resented the largest amount ever expended by the corporation for capital pur- 
poses in any one year. General Motor’s capital expenditures in the postwar 
period through 1956 have totaled approximately $4.3 billion—an amount needed 
both to keep our facilities and products modern and to assure adequate capacity 
to keep pace with our appraisal of the normal growth of the market for our 
products. Such expenditures illustrate the contribution to the economy every 
industrial concern must continue to make if it intends to keep pace with the 
progress of technology and with the demand for goods from an expanding pop- 
ulation. For our own part, they are a measure of our confidence in the forward 
progress of the economy and are in line with our continuing policy of preparing 
today for tomorrow’s needs. 

A significant event of the year for General Motors, and we believe for the 
country, was the completion and formal dedication last May of our new technical 
center near Detroit. 

Technology has become a major force for opening new frontiers of economic 
progress and for further improving the standard of living of the American people. 
Through the expanded facilities provided by the new technical center, we expect 
to accelerate our efforts toward seeking and developing new ideas for better 
products and improved methods of manufacture. 

General Motors 1957 passenger cars, trucks and household appliances reflect 
continued advances in engineering, styling, performance and safety. They are 
outstanding in every respect and represent the greatest values ever offered to 
our customers. 

Included in the new passenger-car line is a new idea in station wagon design 
represented by the Oldsmobile Fiesta and the Buick Caballero estate wagon. 
These models bring the smart lines of the 4-door hardtop to the station wagon 
field as the Chevrolet Nomad and Pontiac Safari did with advanced 2-door 
station wagon design in 1955. With the trend toward suburban living, these 
improved designs permit even more active participation in the growing market 
for station wagons. 

Both the Chevrolet Division and the GMC Truck and Coach Division have 
brought to the market new and outstanding products for the commercial vehicle 
user. Frigidaire Divisions new “sheer look” appliances designed to fit flush 
with neighboring elements of the kitchen and laundry offer a new concept in 
beauty and convenience for the homemaker. 
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Looking forward, 1957 should be another good year for the country. Of major 
concern, of course, is the international situation. These are troubled times. 
World events, of necessity, have a powerful impact on the economic life of our 
country. Yet we must assume that the delicate balance of peace will be 
maintained. 

The widespread favorable public approval of General Motors products—both 
automotive and non-automotive— leaves no doubt that the corporation in 1957 
will continue to make its full contribution to the economy. With such outstand- 
ing products, a strong and vigorous organization and adequate and efficient fa- 
cilities, 1957 should be another good year for General Motors. 

We would be remiss in concluding this letter without mention of the resig- 
nation of Alfred P. Sloan, Jr., as chairman of the board. At his request the 
board of directors on April 2, 1956 accepted his resignation. Mr. Sloan has 
been active in General Motors or predecessor companies for 61 years. He con- 
tinues as director, member of the financial policy committee and chairman of 
the bonus and salary committee. 

In recognition of Mr. Sloan’s many years of outstanding service, the board 
elected him honorary chairman. In announcing his resignation as chairman, 
the board stated: 

“The board of directors of General Motors Corp. has acceeded to Mr. Sloan's 
wish to retire as chairman. He has served the corporation long and magnifi- 
cently. His analysis and grasp of the problems of corporate management, his 
great vision and rare good judgment laid the solid foundation which has made 
possible the growth and progress of General Motors over the years. His leader- 
ship has enabled General Motors to contribute importantly to our expanding na- 
tional economy.” 

On behalf of the board of directors and for ourselves as well, may be express 
our appreciation of the good efforts of the entire organization in helping Gen- 
eral Motors serve the customer. 

By order of the board of directors, 
ALBERT BRADLEY, 
Chairman of the Board. 
Hartow H. Currice, 


President. 
Fesruary 20, 1957. 


SERVING THE CUSTOMER AND THE COMMUNITY 


General Motors made sound progress in 1956. Facilities for research, manu- 
facturing and distribution were strengthened. Technological advancement in the 
laboratories and factories was reflected in improved products and better ways of 
making them. Through the splendid teamwork of employees, suppliers and deal- 
ers in producing and marketing products of outstanding value, General Motors 
continued to win the favor of customers and—through the widespread benefits 
resulting from its operations—to serve the community at large. 

Sales in 1956 of nearly $11 billion were exceeded only in 1955. The decline of 
13 percent from 1955 was caused largely by some softening of the domestic auto- 
mobile market and to a lesser extent by a continuing decline in sales of defense 
products which represented 5 percent of General Motors’ total sales in 1956 com- 
pared with 7 percent in 1955. 


Wide public acceptance of General Motors cars and trucks 


As evidenced by the relative sales performance of General Motors cars and 
trucks in these highly competitive markets, public approval and acceptance of 
the corporation’s products during the year were at a high level. Sales from 
General Motors’ United States, Canadian and overseas manufacturing sources 
numbered 4,091,000 vehicles—a figure exceeded only in 1955. Sales of vehicles 
manufactured in Canadian and overseas plants were at an alltime high. 








ADMINISTERED PRICES 3557 


UNIT SALES 
OF GM CARS AND TRUCKS 


Manufactured in Domestic 
and Foreign Plants 


thousands of units 


6000 










Ba in Conadian 
and Overseas plants 


5000 









manufactured in 


United Stotes plants | 
‘47 "49 


‘48 


4000 





3000 


2000 


1000 





"SO °St °S2 °S3 54 ‘55 ‘'S6 


While the pattern of General Motors’ domestic sales was similar to that of the 
industry in 1956, relatively General Motors did better. Sales of cars and truck 
from General Motors’ United States plants totaled 3,508,000 for the year—22 per- 
cent less than 1955. United States automotive industry sales of 6,921,000 vehicles 
in 1956 were 25 percent under 1955. 

General Motors’ domestic sales in the first quarter, like those of the industry, 
were at a high level. In the second quarter, contrary to seasonal expectations, 
demand did not pick up. General Motors production schedules were adjusted 
accordingly so that new car inventories were held at favorable selling levels dur- 
ing the spring and summer months. By the time 1957 models were introduced in 
the fourth quarter, stocks of 1956 General Motors passenger cars in the hands 
of dealers were at a minimum level in relation to sales. 

An active consumer demand for General Motors’ 1957 models marked the latter 
part of the year. Demand for some models was greater than availability. In the 


used car market a continuing active demand held used car stocks of General 
Motors dealers at low levels relative to sales. 


Helping dealers to serve customers better 


The good relations General Motors enjoys with its dealers and the good rela- 
tions the dealers in turn enjoy with their customers have always been of prime 
importance in the maintenance of General Motors’ position in the competitive 
market. General Motors and its dealers have a mutuality of interest in serving 
the customer. Both benefit through working together to earn and hold the votes 
of customers with quality products and quality service. 

An important milestone in General Motors’ relations with its car and truck 
dealers in the United States and Canada was reached with the adoption of a new 
General Motors quality-dealer program on March 1, 1956. As reported in previ- 
ous messages to shareholders, the new program involved important changes in 
the corporation’s selling agreement with dealers as well as changes in policies 
relating to factory-dealer relations and in the administration of those policies. 
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Unit sales of cars and trucks made in General Motors domestic and foreign plants 
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Subsequent to March 1 and in conformity with General Motors’ practice of 
keeping its distribution policies under continual review, various other changes 
were adopted, all of benefit to both the dealer and the customer. 

Dealers were provided with a direct line of communication to top management 
through the creation on March 5, 1956 of the new post of executive vice president 
in charge of realer relations. Executives were also appointed in each car and 
truck division to perform a similar function at the divisional level. 

Dealers now may appeal decisions of General Motors divisions which affect 
their dealership operations to an impartial umpire appointed June 1, 1956. This 
umpire superseded the General Motors dealer relations board which had passed 
on appeals since 1938. 

The General Motors factory-dealer cooperative advertising program for Gen- 
eral Motors car and truck divisions and their dealers was changed on December 
1, 1956. Under the new program General Motors assumes full responsibility for 
the cost and administration of the program on a local and national basis and 
factors the additional costs, which previously were included by most dealers in 
their retail selling prices, into the list prices of General Motors vehicles. 


Better service for customers through GM training centers 


The General Motors training center program inaugurated in 1953 has proved 
to be a practicable and rewarding activity in helping dealers to improve their 
product service for customers. Because of the success achieved by the nation- 
wide network of 30 centers in training and retraining service personnel of dealers 
in General Motors automotive and engine products, an expansion program was 
instituted during 1956 to provide additional facilities for the training of mechanies 
in servicing Frigidaire and other General Motors nonautomotve products. By 
the end of the year work was begun at nine of the locations as part of an ex- 
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pansion program calling for 180,000 square feet of additional floor space, which 
will increase available space to nearly 1 million square feet upon completition 
in 1957. 

During 1956 over 120,000 persons were given nearly 2,100,000 man-hours of 
training in various technical subjects at the centers. During the year approxi- 
mately 242,000 people also attended meetings in auditoriums at the training 
centers on sales and other nontechnical subjects. In many of the locations 
General Motors has shared its experience with educators in local high school 


and college vocational and engineering schools by offering workshop classes 
during the summer months. 


26,000 suppliers help General Motors 


The accomplishments of the General Motors organization in 1956 would not 
have been possible without the materials, services and tools furnished by 26,000 
direct suppliers in the United States alone. As the sales of General Motors 
products have grown, the number of firms upon which General Motors depends 
has also increased. On the eve of World War II there were 12,000 suppliers; 
over 19,000 helped during the war, and today with high-level peacetime opera- 
tions there are more than twice the prewar number. 

The increase in suppliers reflects not only a larger market, but also progress 
in technology. The new and improved products that result from General Motors’ 
technical efforts require an ever-widening range of materials and services. 

The 26,000 direct suppliers on whom General Motors depends, 23,000 of them 
employing fewer than 500 people each, rely in turn on other suppliers who are 
in effect indirect suppliers of General Motors. Such voluntary interdependence of 
businesses large and small—spreading benefits to nearly every community—is 
characteristics of our economy. It is a source of strength and an essential factor 
in the development of the highest standard of living the world has known. 


Many people share in progress 


The continuing progress of a successful business rests on balanced recognition 
of the equities of all concerned—shareholders, employees, suppliers, dealers, 
customers and the public at large. When a company efficiently and profitably 
wins the votes of customers for its products and in so doing safeguards the 
equities of people in all groups, the fruits of its progress spread out to the entire 
community. 

This is true of any progressive, well-managed business, large or small. How- 
ever, the benefits from a large business can spread more widely than from a 
small business. As this report indicates, General Motors has won wide public ac- 
ceptance for its products. Such acceptance could not have been achieved without 
due regard for the shareholders who provide the capital for facilities and for the 
employees, suppliers, and dealers who work together to make and market products 
the customer wants and can buy. As a result, the benefits of General Motors 
operations extend well beyond the people in these groups and affect the public 
in many ways—both economic and social. 


Meeting community responsibilities 


A major objective of General Motors is to be a good neighbor and good 
citizen, both in its plant communities and—in a larger sense—in the national 
community. In working toward that objective, the General Motors plant ex- 
ecutive takes an active part in civic affairs. He tries to create a better un- 
derstanding of the plant’s place in the economic and social life of the com- 
munity by encouraging plant visits by businessmen, educators, clergymen, and 
other groups and by open house events for the public. For example, 130 General 
Motors installations in the United States and Canada, including 114 plants, at- 
tracted nearly 1 million visitors to an international open house last May on the 
occasion of the dedication of the General Motors Technical Center, which itself 
welcomed 179,000 guests. 

Support for worthy natiowal causes or local activities that benefit employes 
and others in the community are a mark of good citizenship for a business 
as well as an individual. In 1956 General Motors contributed to community 
funds, hospital drives in plant cities and to national organizations serving com- 
munities where General Motors plants and offices are located. 


Programs of public interest 


In addition to its plant community activities, General Motors engages in 
many educational projects of public interest. Some are designed to create 
a better understanding of the place of industry and science in our national 
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life. Several of these projects help to guide and inspire youth by showing the 
unlimited career opportunities for trained people in science and industry. Others 
are directed toward the improvement of our roads and highways. Still others 
deal with safe driving. In the service they render, these projects enhance the 
reputation of General Motors. 

One such project is General Motors previews of progress, a show designed 
primarily for high schools, which serves to remind the youth of America that 
there are many more new scientific frontiers to be explored. As a result of the 
increased volume of requests for performances, the number of these two-man 
traveling preview units was increased from 7 to 12 during 1956. Since 1946 the 
show has been presented to audiences totaling nearly 14 million students and 
adults. 

Booklets and films on a wide range of subjects are supplied to schools and or- 
ganized groups at no charge. An entire category of films is devoted to 
safety and driver education. General Motors also publishes a number of book- 
lets on the development of safe driving habits. In the 1955-56 school year 
General Motors contributed approximately $450,000 in support of driver edauca- 
tion in the Nation’s schools through providing an allowance of $125 to dealers for 
each new automobile lent for driver training. General Motors sponsorship 
since 1945 of the national 4-H club safety program has helped to encourage the 
farm youth of America to uncover and correct safety hazards in their homes and 
on their farms throughout the Nation. In 1956 more than 800,000 boys and girls 
participated in this program. 

This emphasis on youth and education is not confined to corporation-sponsored 
programs alone. For example, Chevrolet for many years has sponsored the All- 
American soap box derby, awarding university scholarships to young winners of 
the annual events, and the Fisher Body Craftsman’s Guild similarly has 
awarded university scholarships for exceptional model designing ability. 


GM increases aid to higher education 


General Motors’ continuing program of financial aid to higher education was 
increased during 1956. The college plan, a part of the General Motors program, 
was expanded to provide 4-year scolarships for an additional 50 students annu- 
ally and to benefit 32 additional institutions. An increase in the number of 
scholarships under the national plan was also announced during the year. This 
will bring the number of 4-year scholarships awarded each year under the 2 plans 
to more than 400. 

General Motors scholarship holders are outstanding students. Of those who 
bave completed their first year of college, 65 percent were in the top 10 percent 
of their classes. In 21 institutions the holder of a General Motors scholarship 
led the freshman class. This academic record was balanced by participation in 
other phases of college life, and there was ample evidence that these young 
people possess unusual qualities of leadership. 

Holders of General Motors scholarships have a free choice as to the course of 
study in which they engage. Two-thirds of the students are preparing for 
careers in engineering and the sciences where there are acute shortages of trained 
personnel, Education and business administration are other popular career 
choices. 

Scholarships range in value from an honorary award of $200 to a maximum 
award of $2,000 per year, depending upon the demonstrated need of the student. 
In addition each private institution attended by these students receives a grant- 
in-aid from General Motors equivalent to the tuition rate with a minimum of 
$500 and a maximum of $800 per year for each scholarship. These grants-in-aid 
may be used for any purpose the institution wishes. 

When the program becomes fully operative, more than 1,600 students will be 
receiving awards on a continuing basis. More than 350 colleges and universi- 
ties in 48 States and the District of Columbia also will be getting benefits. 
General Motors’ total contribution toward the support of higher education, includ- 
ing grants-in-aid, and toward the operation of the General Motors Institute will 
amount to more than $5 million annually. 


IMPROVED VALUES FOR 1957 


In styling and engineering—in comfort, convenience, safety—and in all-around 
performance and value per dollar—the 1957 General Motors cars offer more than 
ever before. 

Lower silhouettes and increased glass areas for better visibility are charac- 
teristics of all 1957 Chevrolets, Pontiacs, Oldsmobiles, Buicks, and Cadillacs. 
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Some models are more than 3 inches lower than last year. New exterior colors 
and trim treatments as well as distinctive interior styling innovations are also 
featured. 

The selection of body styles has been further broadened with the introduction 
of a new concept in station wagon design represented by the Oldsmobile Fiesta 
and Buick Caballero estate wagon. These models bring the smart lines of 
the 4-door hardtop to the station-wagon field as the Chevrolet Nomad and 
Pontiac Safari did with advanced 2-door station wagon design in 1955. 

With the trend toward suburban living, demand for station wagons of im- 
proved design has been steadily growing. To meet this market, General Motors 
is now offering 17 station wagons, including 2-door and 4-door, 6-passenger 
and 9-passenger, hardtop and conventional models. Six are by Chevrolet, 
available with either 6-cylinder or V—8 engines, 5 are by Pontiac, 3 by Buick, and 
3 by Oldsmobile, which has returned to the station-wagon field after an absence 
of 6 years. 

The Eldorado brougham is another entirely new model being introduced in 
1957. While production will be limited, the brougham will be presented by 
Cadillac as the ultimate today in automotive luxury and advanced design. 
Among its unique features are pillarless body styling, a brushed stainless steel 
roof, individually controlled front and rear heaters, and an air suspension 
system instead of steel springs. 

All five General Motors car lines for 1957 have engines of increased horsepower 
and efficiency. The additional power makes driving smoother and more pleasant, 
makes the cars more responsive in emergency situations and provides adequate 
reserve power with no material change in top speeds. 

Other mechanical advances and new features for 1957 include the new turbo- 
glide triple-turbine automatic transmission by Chevrolet; smaller wheels with 
14-inch tires on Chevrolet, Pontiac, and Oldsmobile which further improve 
riding qualities; new front suspensions on Oldsmobile, Buick, and Cadillac 
which increase stability and reduce the tendency to “dive” in sudden stops; 
an optional “safety minder” buzzer on Buick that signals when a predetermined 
speed is attained and fuel injection, offered on a limited basis on the Chevrolet 
YV-8 and also on the Pontiac Bonneville sports convertible. 

A pushbutton radio using a germanium transistor to replace a vacuum tube 
and a vibrator is offered on the 1957 Chevrolet and Pontiac. It is the first radio 
model with a transistor to become available in high volume from Delco radio 
division’s advanced development program on semiconductors begun in 1954. 
A radio designed for the Chevrolet Corvette sports car that uses transistors has 
been in production since early in 1956. A Delco all-transistor automobile radio 
is being introduced in the Cadillac Eldorado brougham. 

For additional comfort, convenience, and safety, General Motors safety power 
steering, power brakes, and power windows are standard equipment on some 
models of Cadillacs, Buicks, and Oldsmobiles and optional at extra charge on 
other General Motors models. In addition all five General Motors lines for 1957 
make available as optional equipment at extra charge E-Z-Eye safety plate 
glass, seat belts, and air-conditioning equipment installed in the front part of 
the car where it does not reduce trunk space. Many also offer padded instru- 
ment panels and multiposition power seats, and all have safety door locks and 
guide lamp T-3 safety sealed beam head-lamps for more accurate focusing and 
improved visibility. 


Chevrolet truck selection broadened 


For 1957 Chevrolet is offering the widest selection of trucks in its history with 
103 models on 22 different wheelbases. They range from pickups and sedan de- 
liveries to large tandems capable of performing on or off the highway. 

Twelve engines and 10 different transmissions are available for these trucks. 
These trucks. The 12 truck powerplants consist of 4 6-cylinder engines and 8 
V-8 engines. They range from 140 horsepower to 220 horsepower. The 10 
transmissions, which include an automatic drive for virtually every model, 
consist of powermatic, powerglide, turboglide, hydramatic—one version for light- 
duty and another for small medium-duty models—and 6 manual transmissions. 

New safety features applied throughout the Chevrolet truck line include steer- 
ing wheels with recessed hubs and interlocking crash-tested latches on all side 
doors. To achieve greater braking force, full airbrakes are offered on many of 
the heavy-duty models. The system contains an air compressor that supplies air 
to brakes on both truck and attached trailer. 
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New GMO’s feature air suspension, turbochargers 


Ten models in GMC truck and coach division’s 1957 heavy-duty truck line 
employ air suspension instead of conventional leaf springs. They use the rub- 
berized bellows system pioneered by the division and proved in millions of miles 
of General Motors coach operation. They are the first trucks so equipped ever 
to go into regular production. This revolutionary suspension system heralds a 
new era of operating economy and mechanical efficiency in motor freight trans- 
portation. Tests indicate that air suspension on trucks permits greater payload- 
ing, lessens drive fatigue, reduces cargo breakage and damage claims, permits 
cheaper packaging, decreases truck maintenance expenses, reduces vehicle weight 
and provides better load distribution. With air suspension GMC trucks give the 
same smooth ride whether fully loaded, partially loaded, or empty. 

GMC has also introduced a new turbo-charged diesel engine which utilizes 
normally wasted exhaust gases to increase engine efficiency and economy. This 
results in higher specific power output, lower fuel consumption and maintenance 
costs, quieter operation and better performance at high altitudes. 

GMC trucks are available with a wide selection of improved gasoline and diesel 
engines. All of the diesel engines are now equipped with a hydraulically driven, 
thermostatically controlled fan that operates, slows down, or stops as the engine 
temperature may require. By reducing the power drain from the engine, the new 
fan makes possible increased fuel ecenomy and more usable horsepower. 
Frigidaire’s “sheer look” appliances—a new approach to appliance design 

Frigidaire division’s 1957 “sheer look” kitchen and laundry equipment features 
harmonious beauty of form and color along wtih the latest engineering advance- 
ments for ease of operation and efficiency. Sheer look styling means T-square 
straight lines and squared-up corners so that each appliance can fit flush with 
neighboring elements of the kitchen or laundry. The trim lines of each free- 
standing unit give the entire kitchen or laundry a bult-in look without re- 
modeling. 

Many of the 1957 Frigidaire household appliances with Sheer Look styling are 
offered in four colors as well as traditional white. The new line was introduced 
after the most extensive new-product retooling in Frigidaire history. It includes 
a wide selection of refrigerators, electric ranges, automatic clothes washers and 
dryers, food freezers and dishwashers. Other Frigidaire home equipment in- 
cludes room conditioners, residential heating and air-conditioning equipment, 
fold-back range units, built-in wall ovens, built-in cooking tops and a food waste 


disposer, as well as round and cabinet-type electric water heaters, all with 1957 
engineering advances. 


Electro-M otive meets growing demand 


Electro-Motive division, responding to strong demand for its products both in 
the United States and abroad and for its locomotive rebuilding services, is in- 
creasing its manufacturing facilities at La Grange, Ill., with completion sched- 
uled during 1957. 

Reflecting the upturn in demand felt strongly in 1955, deliveries of new loco- 
motives increased in 1956. Orders also continued in high volume as the national 
economy grew and made it necessary for many railroads to increase their total 
motive power. More United States railroads also found it advantageous to up- 
grade their older Electro-Motive units at major overhaul time, taking advantage 
of improvements developed since original manufacture. Of the 18,000 General 
Motors locomotives in service in the United States, an estimated 7,750 units will 
reach a major overhaul point during the next 5 years. 

Public utilities during the year gave encouraging acceptance to Dlectro-Mobile 
powerplants, portable operating equipment that can be moved by train or truck 
to meet unusual demands for electric power. The response of oil-drilling firms 
to the division’s powerplants for deep oil-well drilling has also been enthusiastic. 
Export deliveries of this power package, which like the Eiectro-Mobile power- 
plants is largely a new application of standard locomotive power components, 
have begun. 

The use of Electro-Motive powerplants for oil exploration is of unusual im- 
portance because of the immediate necessity of developing new sources of petro- 
leum within or close to our country to keep pace with peacetime growth and for 
security in case of national emergency. These Electro-Motive powerplants offer 
economy in space, weight and operating expense plus the advantage of instan- 
taneous electrical control. 
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Allison progresses with prop-jet engine program 

Allison division announced in 1955 the first United States prop-jet powerplant 
to gain widespread acceptance by commercial airlines. Six airlines have ordered 
the equipment for use in the Lockheed Electra, a medium-range high-speed pas- 
senger carrier. Orders have been placed by American, Eastern, National, Braniff, 
KLM-Royal Dutch, and Western Airlines with the first Electra delivery sched- 
uled for September 1958. Five of these airlines also have placed orders for Aero- 
products’ 4-blade propellers. 

Allison’s $75 million expansion of facilities on their 450-acre site in Indianap- 
olis, begun in 1955, is scheduled for completion in 1959. The installation, a most 
modern gas turbine aircraft engine development center, is already partially in use. 


Detroit diesel expands line 


Detroit diesel engine division’s ability to meet the power needs of the construc- 
tion and petroleum industries and marine users was further strengthened during 
1956 by an aggressive product development program. New models introduced and 
advances made in existing models have broadened the division’s line of two-cycle 
diesel engines on the eve of the greatest road-building program in the history of 
the country. 

The series 71 line includes five turbopower models which have increased effi- 
ciency and horsepower. The 300 horsepower 6-110 model, widely used in oilfields 
and in heavy-duty earthmovers, has been reduced in size, and its efficiency and 
usefulness increased. In addition new vertical and inclined models have been 
developed for pleasure craft and other small boats. Detroit diesel products are 
now used in more than 1,000 separate applications on power equipment produced 
by more than 150 manufacturers. 


Cleveland diesel delivers free piston power package 


Cleveland diesel engine division in December 1956 delivered to the United 
States Maritime Administration the first power package produced in America 
using free piston engines. The package, consisting of 6 free piston engines called 
“gasifiers,” two turbines, and a reduction gear to the propeller, was for installa- 
tion on a converted Liberty ship, where the power unit will be evaluated in 
commercial use. The Cleveland diesel unit produces 6,000 horsepower at the 
propeller of the 9,000-ton ship. ( 

The development is attracting considerable interest in marine circles largely 
because the gasifiers operate with high thermal efficiency on low-cost bunker C 
fuel. The Cleveland diesel unit stems from free piston engine work by the GM 
research staff based on developments by SIGMA of Paris, France, and Alan 
Muntz of London, England, with whom GM has agreements. 

Cleveland diesel’s turbo-charged 2-cycle 498 engine continues to be well re- 
ceived in the marine trade. This engine is available in 8, 12, and 16-cylinder 
models, with horsepower ratings of 1,400, 2,100, and 2,800, respectively. 


Euclid adds two scrapers 


Euclid division continued in 1956 to improve and broaden its product line. 
Both at home and abroad, the diviison found demand strong for its off-the 
highway equipment for moving earth, rock, ore, and coal. 

A new twin-power scraper of 24 cubic yards’ capacity was introduced in 
January 1957. This scraper, like the 18-cubic-yard model introduced in 1955, is 
powered by 2 engines built by the Detroit diesel engine division. Each engine, 
mounted at opposite ends of the machine, powers two wheels through an Allison 
Torqmatic drive. The principle of having power at both ends with the scraper 
bowl, or load, in the middle has proved particularly beneficial in highway build- 
ing. In use, a single operator can apply coordinated forward power from both 
engines as he lowers the bowl, raises the load, and hauls it on for dumping. 

A six-wheel scraper also was introduced in January 1957. It is of 24 cubic 
yards’ capacity using a single engine working through an Allison Torqmatic 
drive. Introduction of the 2 new models raised the Euclid scraper line to 8, 
ranging from a single-engine type of 7 yard’s capacity to the new 24-cubic-yard 
models. 

Euclid division is planning construction of its third United States plant at 
a site near Hudson, Ohio. Ground breaking is scheduled for mid-1957. The 

division also has 2 plants in Scotland, 1 near Glasgow and 1 in Peterhead. 
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GREATER VALUES THROUGH TECHNOLOGY 


The board public acceptance of GM products points up the importance of 
technological progress in providing ever greater values for the customer. 

In 1956 a highlight of General Motors’ continuing pursuit of new scientific 
and engineering knowledge was the completion and dedication in May of the 
General Motors Technical Center at Warren, Mich., near Detroit. Here in 25 
buildings on 330 landscaped acres are the facilities of four central office tech- 
nical staffs—engineering, process development, research, and styling. In this 
setting and with the most advanced equipment, some 4,600 engineers, re- 
searchers, stylists, designers, and others seek better ways to make things and 
better things to make. 

The staffs at the tecnical center not only engage in long-range projects that 
may take years to develop into product or plant usage but also are available 
for counsel with the divisions on current problems. The operating divisions 
remain responsible for their own technical decisions and actions. 

A recent example of cooperative and coordinated activity involving the tech- 
nical center is provided by the fuel injection systems offered in the 1957 
Chevrolets and in the 1957 Pontiac Bonneville sports convertible. The engineer- 
ing staff had been engaged in a long-range project on fuel injection when engi- 
eers from the adjacent Chevrolet engineering center and Pontiac engineers 
decided to adapt technical center designs for their own purposes. Rochester 
products division was called upon to cooperate in further development of fuel 
injection and to establish the facilities that are now producing these systems. 

Another example of the continuing search for knowledge was the establish- 
ment during 1956 of a nuclear power engineering department as part of the 
GM research staff. This is in addition to a laboratory for studying applica- 
tions of radioactive isotopes to inspection operations and their use as a research 
tool. Four General Motors divisions are now engaged in atom-related projects. 
Allison, Cleveland Diesel, Electromotive, and Harrison Radiator are working on 
study projects which may lead to development and production assignments for 
national defense. 

The benefits of GM research and engineering are not confined to General 
Motors alone. GM engineers and scientists often carry information about their 
work to the technical community and to education where all may share its bene- 
fits. In these and other ways the information gained through technical advance- 
ment in GM adds to the general progress of the Nation. 

General Motors research and engineering have also made important contribu- 
tions in other areas. In 1952 General Motors research developed the Dodrill— 
GMR Mechanical Heart in cooperation with Dr. F. D. Dodrill of Detroit’s 
Harper Hospital. This has been used successfully in operations as a substitute 
for the human heart. The first model is now on permanent exhibit at the Smith- 
sonian Institution, Washington, D. C. 

Other results of GM cooperation with medical research include the Centri- 
Filmer used in purifying polio vaccine; the photoelectric oxyhemograph, which 
electronically monitors the oxygen content in the blood stream; and the electro- 


stethograph which electronically amplifies faint heart sounds not detected by an 
ordinary stethoscope. 


GM OVERSEAS FACILITIES EXPANDED 


Excellent progress was made during the year in General Motors’ program 
of expansion and modernization of overseas manufacturing facilities. In Eng- 
land, Germany, and Australia new and improved capacity helped the overseas 
operations division keep pace with demand for its products. 

By year-end Vauxhall Motors, Ltd., in England had virtually completed a 
new press, body, and final assembly plant at Luton as well as new truck manu 
facturing and parts warehousing facilities at nearby Dunstable. New press 
and body shops and a new final assembly building were completed in midyear 
by Adam Opel A. G. in Russelsheim, Germany. Part of the extensive expansion 
program of General Motors-Holden’s, Ltd., in Australia was completed during 
1956, with other parts well underway by the end of the year. 

-assenger cars manufactured at these plants are engineered and styled to 
meet the requirements of customers abroad. They offer outstanding consumer 
values and through the years have made it possible for General Motors to 
participate in the growing market for foreign-source vehicles and to increase its 
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—_ sernees despite the decline in the American-source share of the market 
abroad. 

Public endorsement overseas of the engineering, styling, and customer values 
of Vauxhall cars and Bedford trucks, Opel cars and trucks, and Holden cars 
and utility vehicles is reflected in the record total of their 1956 sales. 

About three-fourths of the vehicles sold by the division in 1956 originated in 
General Motors’ three overseas manufacturing plants, while the remainder 
represented sales of vehicles from GM’s United States and Canadian plants. In 
1956 the division’s sales abroad from all General Motors manufacturing sources 
totaled 529,000 cars and trucks, 2 percent below the all-time high in 1955. 

The progress of General Motors’ business abroad also reflects the moderniza- 
tion and expansion of facilities for the production and distribution of auto- 
motive components and accessories and of Frigidaire household appliances. 
Such programs have been underway not only in England, Germany, and Australia 
but in France as well. Programs at many of the overseas plants include modern- 
ization and expansion of assembly facilities. 

A notable event which should add further to this progress was the approval 
in December by the Brazilian Government of the proposal of General Motors 
do Brasil, a GM subsidiary, for truck manufacture in that country under the 
national plan for the development of a Brazilian automotive industry. 

The designation of GM do Brasil as an approved truck manufacturer opens 
the way for the execution of plans for the construction of manufacturing 
facilities on a 420-acre site about 60 miles from Sao Paulo. These new facilities 
include a modern foundry for engine blocks and other gray iron and malleable 
castings and an engine manufacturing plant on which studies and preliminary 
work have been going forward for many months. 

The existing plant and main offices of GM do Brasil, located in Sio Caetano do 
Sul adjacent to the city of Sao Paulo, will continue to assemble vehicles and 
manufacture Frigidaire refrigerators, truck cabs, front-end sheet metal, and 
certain truck eomponents. 

Initially, the new operation will undertake the manufacture of a truck with 
a gross vehicle weight rating of 18,000 pounds and will start production of 6- 
eylinder Chevrolet gasoline engines identical with those in current production 
in the United States. Volume production of engines should be reached toward 
the end of 1958. 

Despite dislocations resulting from the Middle East crisis during the latter 
part of 1956 and continued restrictions on imports in some countries abroad, 
world trade in the free countries for the year was at a record level. While 
the duration of the period of adjustments is uncertain in those countries affected 
by the Middle East crisis, there exists an increasing market potential in most 
of the free countries abroad for automobiles, household appliances and other 
products that contribute to the comfort and well-being of people everywhere. 


Antitrust suit 


On July 6, 1956, the United States Gvernment instituted a civil antitrust suit 
in the Federal district court at Detroit, Mich., charging General Motors Corp. 
with monopolizing the manufacture and sale of transit and intercity buses. The 
corporation has denied the charges. The suit is pending. 

When the Government announced it was filing the suit, Mr. Curtice commented: 

“The position we have earned for ourselves in the bus industry—whose cur- 
rent annual production is 3,000 units—is a measure of the faith and confidence 
our customers have in our products and organization. We have built an out- 
standing product. We have provided a product that year after year produces 
substantial economic savings to our customers. We have contributed signifi- 
eantly to the ability of our customers to manage their properties efficiently and 
give good service to the public. 

“As to the product, General Motors for 25 years has led the industry in introduc- 
ing revolutionary engineering and design advances. Among the most outstand- 
ing GM innovations have been the monocoque body, the two-cycle diesel engine, 
the first hydraulic transmission, and air-ride suspension. These developments 
represent importantly significant contributions to the safety and comfort of pas- 
sengers and economy in operation. 

“General Motors has no financial interest in any manufacturer or operator of 
buses. It has no requirements contracts with any bus operators. 

“General Motors engages in no discrimination as regards prices, terms, and 
eonditions in the sale of its buses. We attempt to acquaint potential customers 
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with the quality of our products and in doing so follow the normal procedures 
used by anyone with an outstanding product to sell. 
“It would appear that the action seeks to regiment the customer—in effect 


telling him that he is not free to buy the product where he can get it to his 
best advantage.” 


GM EMPLOYEES BENEFIT THROUGH SERVING PROGRESS 


General Motors employment and payrolls were at relatively high levels for 
1956 despite reduction in automobile production and employment during the 
second and third quarters. With favorable customer response to the new models, 
fourth-quarter production schedules were increased, and virtually all seniority 
employees were recalled. In addition new employees were hired at many plants. 


EMPLOYMENT AND PAYROLLS 


employes 



















payrolls 
milhons of dollars 
4200 


thousands 


700 


600 3600 


500 3000 


“TAN 2400 
at 1600 
200 1200 
100 600 


"47 “50 a. oe. =. ae, we 


GM people received good pay 


Nearly $1.9 billion in payrolls went to an average of 371,296 wage earners in 
the United States during 1956. Employees on the payroll worked an average of 
89 hours per week and their average weekly earnings were $96.63. Average 
hourly earnings were $2.48, well above the average per hour for all manufac- 
turing in the United States. In 1955 GM wage earners in the United States 
averaged $2.41 per hour, 42.5 hours per week, and earnings of $102.41 per week. 

During the fourth quarter of 1956 the average weekly earnings of General 
Motors hourly rate employees in the United States were $105.51; the average 
number of employees for the period was 385,404 and the average hours worked 
per week were 40.7. The hourly earnings, averaging $2.59, were higher than 
during any past quarter. 

Under General Motors’ long-established wage adjustment formula both hourly 
rate and eligible salaried employees benefited during the year. Wage earners 
received an improvement factor increase effective May 29 of 2% percent of base 
hourly rate, or 6 cents per hour, whichever was higher, and on June 1 eligible 
salaried employees received increases of $10.50 per month, or 2% percent of 
base salary, whichever was higher. Wage earners and eligible salaried em- 
polyees also received their cost-of-living allowance which is based on changes 
in the Consumer Price Index of the United States Bureau of Labor Statistics. 
For the 3-month period, December 1956 to February 1957, the allowance for wage 
earners is 13 cents per hour, 2 cents more per hour than in the previous quarterly 
period. For eligible salaried employees the cost-of-living allowance is $65 for 
the same period, $10 more than for the previous quarter. 
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Average number of salaried and hourly rate , aay ees on payrolls 
throughout the world____--- : : 599, 243 | 624, 011 


INR, 3 oats wii cannes daténduebakibedn $2, 895, 768, = $3, 127, 145, 514 
Average number of hourly rate employees working in the United States- 371, 26 410, 022 
Total hourly rate payrolls in the United States___-......--..-..-- $1, 865, 720, O44 $2, 183, 398, 483 








Many other benefits for employees 


In addition to providing good pay and safe and healthful working conditions, 
General Motors offers employees many opportunities to advance to higher paying 
jobs within the organization. Thousands of promotions are made monthly in 
General Motors plants and offices. Furthermore, in addition to direct money 
wages, GM employees have many other advantages of material benefit to them 
which add-substantially to employment costs. Among these are pensions; group 
life insurance; sickness and accident benefits; hospital, medical and surgical 
benefits ; and also, for those eligible, savings programs and supplements to State 
unemployment benefits. 

Other benefits include Federal old-age and survivors benefits, for which the 
corporation shares the cost; workmen’s compensation insurance, which is paid 
for entirely by General Motors; and State unemployment insurance, also paid 
for entirely by General Motors in all but two States where the employees also 
contribute. 


Supplemental unemployment benefit plans 


Under the supplemental unemployement benefit plans * incorporated in the 1955 
collective-bargaining agreement with the UAW, AFL-CIO, payments to eligible 
laid-off hourly rate employees commenced as of June 4, 1956. Satisfactory 
affirmative rulings or legislation, required before benefits would be payable to 
eligible employees, were in effect prior to June 1, 1956, in States in which more 
than two-thirds of the employees in active service covered by the agreement 
were employed. By the end of the calendar year such rulings or legislation 
were in effect in 27 States and the District of Columbia, but not in Ohio, Indiana, 
and Texas where General Motors employs a large number of people covered by 
its agreement with the UAW. Benefits were not paid during 1956 under similar 
SUB plans affecting General Motors wage earners in rubber and electrical em- 
ployment, since the required satisfactory rulings or legislation did not exist in 
States in which an aggregate of at least two-thirds of these particular wage 
earners covered by such plans were employed. 

Under each of the SUB plans, General Motors is required after June 1, 1955, 
to pay into a trust fund 5 cents per hour for all hours for which employees 
covered by the plan received pay during each pay period. The plans establish 
the limits of the corporation’s contributions. During the year 1956 payments 
of $40,655,453 were made by General Motors to trustees of the SUB plans in the 
United States including payments under interim escrow arrangements covering 
SUB plans affecting GM wage earners in rubber and electrical employment. 
These payments brought the total paid into such funds since the inception of 
the plans through December 31, 1956, to $62,790,658. 


Income security plan 


General Motors income security plan benefits became available September 1, 
1956, for United States hourly rate employees who are not represented by a 
labor union, and such benefits have been made available also to hourly rate 
employees covered by cellective-bargaining agreements entered into with five 
unions in which the plan has been incorporated. Under the plan General Motors 
contributes to a trust fund 5 cents for each hour for which the employees receive 
pay. The contributions are credited to an individual account for each covered 


1A copy of the plan will be sent to shareholders on request. 
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employee. The funds held by the trustee are invested in United States Govern- 
ment securities. Earnings are credited to individual accounts in proportion 
to each individual’s balance. During periods of unemployment for reasons 
not attributable to him, an eligible employee covered by the plan may make 
weekly withdrawals. Any balance in an employee’s individual account is paid 
to the emploree upon retirement or upon earlier separation from employment 
which breaks all seniority with General Motors. In the event of an employee’s 
death the balance is paid to his beneficiary. 
Group insurance protection 

An example of General Motors’ historic concern for employees and their 
families is the General Motors group insurance plan established in 1926 and im- 
proved many times during the 30 years it has been in operation. The plan 
provides various kinds of group insurance for both hourly rate and salaried 
employees. At the end of i056 approximately 98 percent of the eligible General 
Motors employees were participating in the pian, and benefits paid to them or 
their beneficiaries totaled $53 million for the year. Since the inception of the 
plan, $362 million has been paid under its provisions. 


HOURS AND EARNINGS 
GM Hourly-Rate Employes in U.S. 
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General Motors employees also receive assistance in paying hospital, medical, 
and surgical bills through coverage under Blue Cross, Blue Shield, or other 
Similar plans. General Motors pays approximately half the cost of this coverage 
for the employee and his dependents. In 1956 General Motors payments toward 
such coverage totaled $28 million. 


Security in retirement 


The General Motors pension program consists of a noncontributory plan for 
hourly rate employees and a retirement program for salaried employees which 
provides both contributory and noncontributory benefits. On December 31, 1956, 
there were 98 percent of the eligible salaried employees participating in the con- 
tributory part of the salaried program. On the same date there were 15,652 
former employees receiving retirement benefits under the hourly rate plan and 
4,073 receiving them under the salaried program. 











3570 ADMINISTERED PRICES 


AVERAGE HOURLY EARNINGS 
Hourly-Rate Employes in U. S. 
ioe T 


General Motors 










“| $3.00 





50 
all manufacturing 


ai reported by 


“47 “46 “49 “50 “st "$2 ‘$3 ‘34 *ss "$6 


Savings-stock purchase program for salaried employees 


This program which helps GM salaried employees in the United States to 
build security into their own futures was well received during 1956, its first full 
year of operation. The essential provisions of this plan were included in a 
similar program for GM salaried employees in Canada which became effective 
April 1, 1956. Salaried employees are eligible to participate after 1 year of 
service. An employe may save up to 10 percent of base salary plus cost-of- 
living allowance, and for each dollar the employee saves GM contributes 50 cents. 
Withdrawals of savings by employees are permitted under the program. The 
corporation’s contribution is subject to being earned out under the terms of the 
program. One-half the employee’s savings is invested in direct obligations of 
either the United States or Canadian Governments, whichever is applicable, and 
the other half in General Motors common stock. The program includes a pro- 
vision which guarantees the return of employee savings. All of GM’s contribu- 
tions are invested in General Motors common stock. Interest received on Govern- 
ment securities is invested in such securities, and dividends received on GM 
common stock are used to purchase additional stock. In accordance with the 
program, stock is acquired by trustees from the corporation at the average daily 
closing market price of the New York Stock Exchange during the calendar month 
preceding the date of purchase. The program, as approved by shareholders, was 
more fully described in the 1955 GM annual report. 

During the year 1956, trustees for the program in both the United States and 
Canada received employee savings aggregating $45,615,000. Including 104,161 
shares purchased in January 1957, the trustees acquired from the corporation for 
the 1956 requirements of the program a total of 1,011,231 shares of newly issued 
General Motors common stock at an average cost of $45.31 per share. 

On December 31, 1956, upward of 92,000 salaried employees in the United 
States and Canada—about 86 percent of those eligible—were saving an average of 
about 8 percent of their salaries. 


Payroll deductions for E-bonds 


In addition to the United States series E savings bonds and other Govern- 
ment obligations purchased under the savings-stock purchase program, many 
GM employees in the United States—both hourly-rate and salaried—continued 
during 1956 to purchase E Bonds through the corporation’s payroll deduction 
plan. Bonds with a maturity value of $93 million were purchased in 1956, 


bringing total purchases since the plan was started in August 1941 to about 
$1,412 million maturity value. 


———————— Oe 
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Safety program 


An all-time safety record was achieved by General Motors employees in 1956. 
The steady progress in eliminating accidents has come largely as a result of 
eoncentrated attention te safety on every operation. Employees have cooperated 
with the efforts of supervisory personnel and full-time safety staffs to make 
GM plants among the safest in industry. On the basis of 1956 performance 


General Motors qualified for the 12th year for the National Safety Council’s 
award of honor. 


Employee health facilities 


General Motors made further advances during 1956 in improving its facilities 
for helping employees guard their health. At the end of the year there were 
130 completely equipped plant medical departments. They were staffed by 162 
physicians and more than 770 full-time nurses and technicians. 

The industrial hygiene department of the GM research staff continued to 
assist in the field of preventive medicine by detecting conditions which might 
prove hazardous in GM plants. Detection leads to control or elimination of 


conditions which might threaten the goal of healthful work environment for all 
employees. 


Suggestion plan 


Under this plan employees are encouraged to submit ideas for saving time 
and material and improving processes, methods, and safety of working condi- 
tions. About 1 out of every 4 ideas submitted proves to be practicable and is 
adopted and put into effect. The suggestions adopted are of mutual benefit to 
both the employee and GM. 

In 1956 GM employees submitted more suggestions than in any previous year 
since the inauguration of the General Motors suggestion plan in 1942. During 
1956 a total of 234,796 suggestions were received, and of this number 55,338 were 
adopted and put into effect. Awards paid to employees in United States savings 
bonds and cash for these adopted suggestions amounted to $3,079,571 cash value. 

Since the beginning of the plan in 1942, there have been 1,781,633 suggestions 
submitted and 420,484 adopted, and awards amounting to $20,425,076 have been 
paid to GM employees. In addition to its monetary value, both to General Motors 
and to its employees, the plan affords an excellent means of communication be- 
tween management and employees. 


Employee training and self-development strengthen GM 


The capacity to acquire, satisfy, and hold customers flows from the combined 
energy and ability of all GM employees, regardless of assignment or work station. 
The ability of employees is determined in part by achievements in education, 
training and self-development as reflected in Job performance. Many employees 
pursued their self-development by continuing their education under spare-time 
programs. In several divisions and central office staffs arrangements have been 
completed with local universities whereby employees may obtain advanced de- 
grees, 

Training programs 


Today’s business operations require employees with specialized training. Units 
of General Motors are responsible for their own training programs, and in the 
majority of cases training is done on the job. Formal apprentice training pro- 
grams have been expanded in many divisions. College graduate training pro- 
grams also are maintained in many units. 


General Motors Institute 


The idea of self-development for future greater responsibilities is engendered 
and practiced throughout General Motors and particularly at General Motors In- 
stitute at Flint, Mich. During 1956 nearly 38,000 people participated in various 
GMI programs. 

Since the institute was founded in 1926, high-school graduates have studied 
there to become future engineering and management personnel. Expansion of 
engineering facilities completed in 1955 opened the way for a record enrollment 
of 2,796 in the fall of 1956 in the institute’s 4-year cooperative engineering and 
business administration programs and in its 2-year Dealer Cooperative Training 
Program. Under these programs students alternate between periods of instruc- 
tion at the institute and work experience in the plants of dealerships. 
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Receiving recognition at the 1956 commencement were 939 graduates, of whom 
295 received degrees upon successful completion of these based on study and re- 
search associated with their post-graduation employment. 

The institute’s faculty of nearly 400 men with broad backgrounds in education 
and industry also teach technical, management, and spare-time classes to help 
employees prepare for advancement. They also serve GM divisions in furthering 
their local educational and training programs. 

A GMI program of training liberal-arts graduates to assume responsible posi- 
tions in industry moved into its second year, with the first pilot class completing 
a year’s study in August and becoming available for production, supervisory, and 
other GM employment. Starting with 25 graduates from 12 colleges and uni- 
versities in 1955, the 1956 class was expanded to 41 students selected from 29 
schools. 

Approximately 70 percent of the men who have graduated from the GMI co- 
operative engineering and business administration programs since they were 
established are currently employed by General Motors. 


College graduate recruitment 


An interviewing and recruitment plan, intended to attract promising engineer- 
ing, business administration, and liberal-arts graduates, brought GM _ inter- 
viewers to 125 campuses during 1956. General Motors employs nearly 23,000 
eollege and university graduates, of whom approximately half are engineering 
graduates. 


Bonus plan 


The GM bonus plan was established in 1918 with the approval of the share- 
holders. It has been modified from time to time to meet changing conditions. 
Its purpose is to provide incentive and reward for eligible employees who con- 
tribute to the success of the business through making them participants in that 
success. 

Under the provisions of the plan the corporation maintains a bonus reserve, 
to which shall be credited for each year an amount which the independent public 
accountants determine and report to be 12 percent of net earnings after deduct- 
ing 5 percent on net capital, except that for any year the bonus and salary com- 
mittee may in its discretion direct that a lesser amount be credited to the bonus 
reserve. The independent public accountants of the corporation determined that 
the maximum credit to the bonus reserve for 1956 was $85,905,078. In the 
exercise of its discretion, the bonus and salary committee determined that this 
amount should be credited to the bonus reserve. The credit to the bonus reserve, 
together with an unawarded balance in the reserve of $19,791,700, brought the 
total amount in the bonus reserve to $105,696,778. The determination of the 
amount of credit to the bonus reserve and the amount available in the bonus 
reserve are shown on page 49. 

For the year 1956 the bonus and salary committee determined that the mini- 
mum salary rate for bonus eligibility for employees in the United States should 
be $640 a month. For 1956 the bonus and salary committee has granted a total 
of 14,205 bonus awards including a few special awards made to employees re- 
eeiving less than the eligible salary rate. The awards for 1956 aggregated 
$85,895,365 and comprised 1,026,917 shares of GM common stock and $39,119,295 
in cash. The balance in the bonus reserve, amounting to $19,801,413, was carried 
forward and will be available in a future year or years. 

The bylaws of the corporation provide that the bonus plan be presented to the 
shareholders by the directors for action at least once every 5 years. In accord- 
ance with this requirement the plan, with such amendments thereto as may be 
proposed, will be submitted to the shareholders at the annual meeting to be 
held on May 24, 1957. 
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FINANCIAL REVIEW 


Sales and net income in 1956 were the second highest in General Motors’ his- 
tory, exceeded only in the record year 1955. GM net sales were $10,796 million 
in 1956 and net income was $847 million, or 7.8 percent of sales. In 1955 net 
sales were $12,443 million and net income was $1,189 million, or 9.6 percent of 
sales. The financial results for 1956 reflect not only a lower volume of business 
but also higher costs of materials, labor, tools and services, which were only par- 
tially recovered by new price schedules. 

Earnings on the common stock, after deducting dividends on preferred stocks, 
were equivalent to $3.02 per share in 1956 and $4.30 per share in 1955. Common- 
share holders received $2 per share in dividends and $1.02 was retained for use 
in the business in 1956. Dividends were $2.17 per share and reinvested earnings 
were $2.13 per share in 1955. 


NET SALES Civilian and Defense 


millions of dollars 
| | 
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15000 
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Lh | |! 
‘47 *$2 °S3 "SS °S5 = °S6 


Dividends paid to common-share holders in 1956 represented a higher propor- 
tion of earnings than in 1955. The amount of earnings retained for reinvestment 
in the business in 1956 was smaller although the requirements for capital expend- 
itures and for working capital were substantial at the high level of operations. 

In evaluating the 1956 results, it should be recognized that in a year of declin- 
ing volume, income may be expected to decline more rapidly than sales. The rea- 
son is that an important portion of costs is fixed and must be met regardless of 
volume. Conversely, when volume increases, as in 1955—a year of record sales— 
profits tend to rise rapidly both in amount and in relation to sales. To eliminate 
such fluctuations, prices would have to be increased in periods of low volume and 
reduced in high-volume years. Such a pricing policy, which would tend to aggra- 
vate fluctuations in volume, would be neither practicable nor desirable. 

The more significant figures for the years 1956 and 1955 are summarized on the 
opposite page. 
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EARNINGS PER SHARE 


OF COMMON STOCK baa 


BERD icome reinvested 
(J) dividends paid 





Total tazes 


Provision by General Motors in 1956 for United States and foreign taxes on 
income amounted to $894 million, which compares with $1,353 million in 1955. 
In the 7-year period beginning January 1, 1950, amounts provided for these 
taxes have averaged more than $1 billion per year. 

United States income taxes for 1956, as in 1955, were accrued on the basis 
of a combined normal and surtax rate of 52 percent as provided by the Internal 
Revenue Code of 1954, as amended. As noted in previous reports, there are 
necessarily differences between taxable income and the income reported in the 
statement of consolidated income. Over a period of years these differences 
tend to offset one another, but from year to year they affect the amount currently 
provided for taxes. 


TAXES* AND NET INCOME 


*U. S. and Foreign income 


and Excess Profits Taxes 
milhons of dollars 
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In addition to the $894 million provided by GM for United States and 
foreign income taxes, provision for other 1956 taxes, including State and local 
taxes and the corporation’s share of social-security taxes, amounted to $256 
million, The 1956 GM total tax bill of $1,150 million was equivalent to 
41 cents for each dollar of payrolls, $1.36 for each dollar of net income, and 
$4.16 for each share of common stock. For each dollar GM provided for 
taxes, shareholders received 49 cents in dividends. 

In addition, Sales and excise taxes on General Motors products amounted to 
$833 million in 1956, bringing total ascertainable taxes for the year to $1,983 
million. This total is equivalent to $7.18 per share of common stock and more 
than 3% times the amount paid in dividends on the common stock. GM 
operations also produced sizable revenues for the Federal, State, and city 
governments in the form of personal income taxes on GM dividends, on 


wage and salary payments, and in the form of various taxes paid by General 
Motors suppliers. 


NET WORKING CAPITAL 


milhons of dollers 
30600 
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Financial summary—General Motors Corp. and consolidated subsidiaries 


Year 1956 Year 1955 


$10, 796, 442, 575 | $12, 443, 277, 420 
$847, 396, 1 


7, 02 | $1, 189, 477, 082 
Net income as 7.8 9.6 
Amount earned on common stock $834, 467,800 | $i, 176, 548, 777 


Dividends paid: 


On preferred stocks $12, 928, 302 $12, 928, 305 
On common stock 552, 853, 282 592, 245, 497 


Total dividends paid 565, 781, 584 605, 1738, 802 
Dividends paid as percent of net income 8 50.9 


66. ‘ 
Net income retained for use in the business $281, 614, 518 $584, 303, 280 


Per share of common stock: 


arnings ‘ $3. 02 $4. 30 
Dividends 2.00 2.17 


Retained for use in the business 1.02 2.13 


At Dec. 31: 


g $2, 962, 523,024 | $3,392, 574, 949 


1, 216, 548, 778 1, 334, 317, 118 


Net working capital 1, 745, 974, 246 2, 058, 257, 831 
Net real estate, plants, and equipment 2, 967, 812, 359 2, 353, 031, 643 
3%-percent debentures due 1979 


, 000, 000 300, 000, 
Shareholders’ equity as represented by preferred stocks, common 
stock, and surplus 4, 581, 590, 189 4, 255, 055, 724 
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Expenditures for real estate, plants, and equipment 


During 1956 expenditures for new and improved facilities under the capital 
expenditure programs inaugurated in 1954, and since expanded, continued at an 
increasing rate. These expenditures are reflected in the substantial increase 
in the real estate, plants, and equipment account which is summarized at Decem- 
ber 31, 1956, and 1955 in the table below. 

The increase during 1956 in gross real estate, plants, and equipment, excluding 
special tools, reflected expenditures for plants and equipment amounting to a 
record $891 million, exceeding by 18 percent the previous high of $755 million 
spent in 1954. In 1955 expenditures on this account totaled $608 million. 

During 1956 the amount charged to income for depreciation and obsolescence 
was $347 million, including $43 million for accelerated amortization of defense 
facilities certified by the United States Government for amortization over a 
60-month period. In the previous year $294 million was charged against income 
for depreciation and obsolescence, including $45 million for accelerated amorti- 
zation. 

There was no significant charge during 1956 in the corporation’s policy with 
respect to providing for depreciation or in depreciation rates. 

The unamortized balance of special tools, representing primarily special tools 
applicable to commercial operations, increased $91 million during 1956 to a 


total of $199 million reflecting the higher tooling costs on the improved auto- 
motive lines. 


Capital needs 


During the war years and since that time, there has been a tremendous in- 
crease in capital requirements for conducting the operations of General Motors. 
The increased capital needs have resulted from the inflation in price levels, the 
substantially higher physical volume of goods produced and sold by the corpora- 
tion, the cost of tooling for mass production of some of the more complex product 
developments of recent years, and the cost of the capital expenditure programs. 

When prices are rising, as they have since the war, more working capital is 
required to carry on the day-to-day operations of the business even if the physical 
volume remains the same. At General Motors this increase in the price of goods 
and services purchased, together with a greater physical volume of products has 
resulted in an increase of nearly $1 billion in net working capital—from about 
$750 million at the end of 1945 to $1% billion at the end of 1956. In this postwar 


period, the higher volume of business required an increase in inventories alone 
of almost $1.4 billion. 


Dec. 31, 1956 





Dec. 31, 1955 





Increase in 
1956 





Real estate, eg and permet. vardpsrswaeaee $5, 072, 792, 436 $4, 246,773,109 | $826, 019,327 
Unamortized special tools.................-.-.-------- 199, 023, 530 107, 578, 992 91, 444, 538 
SR Rl to oe ae 5, 271, 815, 966 4, 354, 352, 101 917, 463, 865 


Saowen 2, 304, 003, 607 
Piesennceancudeeccownnseeassesces 2, 967, 812, 359 


2, 001, 320, 458 
2, 353, 031, 643 


302, 683, 149 
614, 780, 716 














Expenditures of $891 million in the year 1956 for real estate, plants, and 
equipment, excluding special tools, brought total expenditures for plant facil- 
ities since the war to about $4.3 billion. The high rate of expenditures, partic- 
ularly in recent years, has been necessary to provide adequate production facil- 
ities to enable General Motors to keep pace with the strong demand for its 
products, to make available to the customer the product improvements developed 
by General Motors engineers and designers, and to maintain the corporation’s 
position in the expanding market. Large sums have been spent for the 
expansion of the corporation’s facilities both in the United States and abroad. 
In a period of rising prices, it is not possible to provide for the replacement of 
wornout and obsolete machinery and equipment solely through amounts pro- 
vided for depreciation and obsolescence. This is because the accumulated depre- 
ciation and obsolescence provided on these facilities over their useful lives can- 
not exceed their original cost under currently accepted accounting principles. 
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As a result plant expenditures have exceeded depreciation charges in the 
1946-56 period by a total of $2,500 million. Since expenditures for special tools 
for annual models have risen substantially, the unamortized value of special 
tools has increased $162 million since December 31, 1945. In the prewar period 
1931-41 provisions for depreciation were slightly in excess of plant expenditures 
while the net tool balance increased only $11 million. 

In the postwar period the increased capital needs have been met for the 
most part by the retention of over $2,700 million of earnings. Funds have 
also been provided by the sale in 1946 of $100 million of $3.75 series preferred 
stock, the sale in 1954 of $300 million of 25-year 3%, percent debentures, the 
sale through subscription in 1955 of $325 million of newly issued common stock, 
and the sale in 1955 and 1956 of $52 million of newly issued common stock to 
the trustees of the savings-stock purchase program for salaried employees, bring- 
ing to about $3,500 million the total additional capital invested since Decem- 
ber 31, 1945. 


REAL ESTATE, 
PLANTS, AND EQUIPMENT 


millions of dollars 





me accumulated depreciation 


and obsolescence 


C3 net properties 


Investments outside the United States and Canada 


As summarized on page 44, net investments outside the United States and 
Canada, after deducting the $142 million general reserve applicable to foreign 
operations, amounted to $205 million at December 31, 1956. Earnings on these 
investments for the year 1956, including earnings retained for reinvestment 
abroad, amounted to about 8 percent of the corporation’s net income. 


Common stock held in treasury 


At December 31, 1956, there were held in the treasury for bonus purposes, 
2,402,755 shares of common stock carried at $89,291,922, or an average of $37.16 
per share. This treasury stock includes 1,366,005 shares carried at $42,066,725, 
an average of $30.80 per share, awarded as bonus for the years 1953, 1954, and 
1955, and held for future delivery under the bonus plan. The balance of 1,036,750 
Shares carried at $47,225,267, an average of $45,55 per share, includes stock held 
for 1956 bonus awards. | 

During the year 1956 a total of 1,024,236 shares of common stock was acquired 
for bonus purposes at a cost of $46,769,555. A total of 1,397,489 shares, acquired 
prior to 1956 and valued at a cost of $41,543,219 in accordance with the bonus 
plan, was delivered to bonus participants. These shares represent the stock 
portion of the first stallment of bonus awards for the year 1955 and the delivery 
on January 10, 1957, of the second installment of bonus awards for 1955, the 
third for 1954, the fourth for 1953 and the final for 1952. Since these shares do 
not consist of newly issued stock but were purchased by General Motors for 
cash, their use for bonus purposes does not increase the number of issued shares. 
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NET INCOME AS 
PERCENT OF SALES 


percent 


1S 


10 


48 49 50 $1 52 $3 54 $5 56 


The pension funds under the noncontributory pension plans for employees in 
the United States are handled by seven banks and trust companies under trust 
agreements which were entered into as of October 1, 1950. There are separate 
trust funds for the noncontributory pension plan for hourly-rate employees and 
for the noncontributory point of the retirement program for salaried employees. 
The long-established contributory part of the retirement program for salaried 
employees is being funded under a contract with three insurance companies. 

During 1956 a total of $85,944,000 was paid to the 7 trustees of the 2 non- 
contributory pension funds. The following table summarizes the changes in 
the funds during the year and the amount in the funds at December 31, 1956. 


‘47 








Combined hourly rate and salaried employees noncontributory pension trusts in 
the United States 


Funds at Dec. 31, 1955—with securities valued at cost..........- $479, 984, 539 
















Additions during 1956: 

i sateen enubennee bent 85, 944, 000 
Ce en coenepavesepmvennnencherangranan 23, 029, 877 
Realized profit on sales of securities_._._._..__.....-.---_- 8, 041, 171 








ps SRI nth en oe cmremeren 112, 015, 048 
Pension payments to retired employees during 1956_._._._..________- 13, 938, 028 





ieiernisie has cenihiiinindnatonineiacarinatbenniidianis nia ODt bck auten 98, 077, 020 
















Funds at Dec. 31, 1956—with securities valued at cost__._.------ 578, 061, 559 


The funds in these trusts are held for payment of retirement benefits and 
are not the property of the corporation or any of its subsidiaries. 

In 1956 payments of $16,811,913 were also made to three insurance companies 
in the United States under the contributory part of the retirement program for 
salaried employees. 

Payments or provisions totaling $9,802,042 were made during 1956 under 
separate retirement plans for employees of subsidiaries in Canada and overseas. 

The balance sheet of General Motors Corp. and consolidated subsidaries as 
of December 81, 1956 and 1955, and statements of consolidated income and 
consolidated net income retained for use in the business for the years then 
ended, together with notes containing further information with respect to 
domestic and foreign operations, are shown in this report. Investments in 
subsidiaries which are not consolidated in the financial statement, other invest- 
ments, and miscellaneous assets are listed elsewhere. 
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Statement of consolidated income for the years ended Dec. $1, 1956 and 1955 


Year 1956 


Year 1955 


$10, 796, 442, 575 | $12, 443, 277, 420 
Equity in earnings of subsidiary companies not consolidated (dividends 


and interest received amounted to $31,549,368 in 1956 and $27,190,983 in 
1955) 57, 194, 136 
55, 921, 601 


10, 909, 558, 312 


Cost of sales and other operating charges, exclusive of items listed 
elow sietingebecnereenseeoteedawcane 


Selling, general, and administrative expenses 


Interest and amortization of discount on 34 percent debentures 
Provsion for: 
Depreciation and obsolescence of real estate, plants, and equip- 
ment 
Employees bonus 
United States and foreign income taxes 


8, 235, 775, 717 
489, 419, 193 
9, 833, 230 


347, 210, 484 
85, 905, 078 
894, 018, 508 


Net income for the year 


847, 396, 102 
Dividends on preferred stocks 


12, 928, 302 
Amount earned on common stock 


Average number of shares of common stock outstanding case the 


Bie 276, 374, 733 
Amount earned per share of common stock $3. 02 


10, 062, 162, 210 


834, 467,800 | 1, 176, 548, 777 


45, 613, 061 
43, 598, 766 


12, 532, 489, 247 


9, 129, 195, 774 
461, 837, 722 
9, 833, 230 


293, 795, 082 
95, 000, 000 
1, 353, 350, 357 


11, 343, 012, 165 


1, 189, 477, 082 
12, 928, 305 


273, 512, 806 
$4. 30 


Statement of consolidated net income retained for use in the business for the 


years ended Dec. $1, 1956 and 1955 


Net income retained for use in the business (earned surplus) at beginning 
of the year... 


$3, 144, 966, 586 
Net income for the year - 


847, 396, 102 


3, 992, 362, 688 


Less cash dividends: 
Preferred stock, $5 series 
Preferred stock, $3.75 series 


Total preferred dividends. 


Common stock: 
Mar. 10 ($0.50 per share in 1956; $0.3344 per share in 1955) ‘ 
June 9 ($0.50 per share in 1956; $0.3344 per share in 1955)_......-.----- 
Sept. 10 ($0.50 per share in 1956 and 1955) 
Dec. 10 ($0.50 per share in 1956; $1 per share in 1955) 


138, 219, 393 
138, 203, 186 
138, 217, 786 
138, 212, 917 


Total common dividends 


Total cash dividends 


Net income retained for use in the business (earned surplus) at end 
h 3, 426, 581, 104 


Year 1956 


552, 853, 282 


565, 781, 584 


Year 1955 


$2, 560, 663, 306 
1, 189, 477, 082 


3, 750, 140, 388 


9, 178, 220 
3, 750, 085 


12, 928, 305 


87, 611, 782 

91, 905, 076 
137, 672, 285 
275, 056, 354 


592, 245, 497 
605, 173, 802 


3, 144, 966, 586 
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Consolidated balance sheet, Dec. 31, 1956 and 1955 





Dec, 31, 1956 | Dee. 31, 1955 





Assets | 

Current assets: | 
ee eee A eo. i tdausuubstubetsbnckus | $371,271, 749 $376, 516, 274 
United States and foreign government securities—short term—at cost 300, 924, 985 | 833, 966, 763 

Accounts and notes receivable (less allowance for doubtful accounts: | | 
1966—$1,850,466; 1955—$2,146,684) ...-..........-....-...-... 2... | 570, 733, 567 | 580, 437, 319 
Inventories Sg RN cit bbc piie et eeiciieindamnentma ewan Dbemetp obo | 1,719, 592,723 | 1, 601, 654, 593 


oe nt ee EE Re eee ee ao 2, 962, 523,024 | 3, 392, 574, 949 
Investments and miscellaneous assets: 


Investments in subsidiary companies not consolidated 335, 556,322 | 306, 299, 648 























CS eR a OR ie TEST ee 17, 645, 072 19, 830, 786 
Miscellaneous assets_..._._..__... eet cebeieebndbwamctnwn sad 89, 087, 853 95, 609, 900 
Total investments and miscellaneous assets_................-...--- 2, 280, 247 421, 740, 334 
Common stock in treasury: Held for bonus purposes (1956—2,402,755 * 
Sn WO OO on cece ewe ce eet ccemecccnceccs 89, 291, 992 84, 065, 656 
pes ee Feber ee CeO. | nn ii ee ele ess cece 5, 271, 815,966 | 4, 354, 352, 101 
Less accumulated depreciation and obsolescence_.___....._..............| 2,304,003,607 | 2, 001, 320, 458 


Net real estate, plants, and equipment-_-_- a 2, 353. 031, 643 




















Prepaid expenses and deferred charges ---.--......-.....-..........---.. 41,04 C4", (48 29, 917, 113 
i Oe ada end ineesenasoemcensesesuneee 63, 44°, 466 63, 442, 466 
eee ee nap knenena sa nehentteseannbamacwocmell 6, £69, 4 0, 0,736 6, 344, 72, 161 
Sa — EES 

LIABILITIES, RESERVES, AND CAPITAL | 

1 i 

Current liabilities: 
United States and foreign income taxes__- ---- bite thaodisicesnnathinealenbtidabhe 899, 937, 634 1, 383, 309, 272 
Less United States and foreign government secur ih Aniniaienccuiitiemenieil 830, 950, 320 | 1, 3: 28, : 583, , 800 
Net liability DS ceinah aed weal atte ; ; 68, 987, 314 ; 5, 47 472 
Accounts payable aerial I 596, 008, 157 | 569, 236, 590 
Taxes, payrolls, and ‘sundry accrued items... ...... eka 548, 323, 231 707, 122, 980 

Dividends payable on preferred stocks _______.__-._.__-___. 


paint tslniansi 3, 232, 076 3, 232, 076 





Total current liabilities _- Sheehan ein nein 5, 548, 778 1, 334, 317, 118 





Other liabilities—Employees bonus, taxes, warranties, and miscellaneous. 265, 062, 428 227, 697, 947 
3% percent debentures due 1979 bie eteiianci 300, 000, 000 _ 300, 000, 000 
Reserves: - %; 3 
Employees benefit plans _- icone Pian . 27, 258, 998 | 24, 004, 869 
Employees bonus (balance carried forward) oie 19, 801, 413 | 19, 791, 700 
Deferred income _- 6, 567, 598 | 6, 330, 791 
Reconversion and plant rehabilitation costs incident to the defense 
emergency ---- - 17, 607, 000 
General reserve applicable to twsign operations. ; sieaal ul, 667, 396 | 141, 667, 396 
Miscellaneous. ----...---..--- 7 embewescne : 511, 671 | 15, 907, 331 
‘Petal ceserves..........-...-- wae ae blswtss aritenin tsp anigeticeiud 203, 807, 076 | "225, 309, 087 
Minority interest—Preference stocks of foreign subsidiaries ----.-~......_.. a 23 392, 265 | i 3092, 265 


Capital: 
Capital stock: 
Preferred, without par value (authorized, 6,000,000 shares): 
$5 series, stated value $100 per share (issued, 1,875,366 shares; | | 
in treasury, 39,722 shares; outstanding, 1,835,644 shares) .._. 183, 564, 400 | 183, 564, 400 
$3.75 series, stated value $100 per share (issued and outstand- | | 


ing, 1,000,000 shares) -| 100, 000, 000 100, 000, 000 
Common, $134 par value (authorized, 500,000,000 shares; issued, | 
279,821, 123 shares at Dec. 31, 1956, and 278,834,250 shares at Dec. | 
31, 1065) ..-..-.- one lec einsat 466, 368, 538 | 464, 723, 750 
|—_—_— ceetieadiiiumenancen’ sate 
PE HN rE chk eho ch dic cperenencsnnnquanccensnene! 749, 932, 938 748, 288, 150 


Capital surplus | 405, 076, 147 


Net income retained for use in the business (earned surplus) __..-.-.| 3,426, 681, 104 


| B61, 800, 988 
|_ 3,144, 966, 586 


snobs be cn epnbdccenecanseeesen | 4, 581, 590, 189 | 4, 255, 055, 724 








Total liabilities, reserves, and capital.-_....................-....... | 6, 569, 400, 736. 6, 344, 772, 72, 161 
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Investments and miscellaneous assets, Dec. $1, 1956 and 1955 


Investments in subsidiary companies not consolidated: 
General Motors Acceptance Corp 
General Exchange Insurance Corp 
Yellow Manufacturing Acceptance Corp 
Dealerships operating under the motors holding plan 


Total investments in subsidiary companies not consolidated 


Other investments: 
Ethyl Corp 


Total other investments 


Miscellaneous assets: 
Loans and advances to and preferred stock of steel supplies_____-_-_- 
Cash in certain foreign countries in excess of operating needs-__-__--_- 


Total miscellaneous assets 


Total investments and miscellaneous assets 





Dee, 31, 1956 


$249, 794, 827 
40, 191, 894 
10, 705, 164 
34, 060, 129 

804, 308 


335, 556, 322 


17, 519, 633 
125, 439 


17, 645, 072 


79, 618, 185 
663, 300 
8, 806, 368 


89, 087, 853 


442, 289, 247 


Dee. 31, 1955 


$231, 089, 639 
35, 646, 324 
9, 954, 665 
28, 951, 936 
657, 084 


306, 299, 648 


17, 519, 633 
2, 311, 153 





19, 830, 786 


87, 943, 277 
341, 300 

7, 325, 323 
95, 609, 900 


421, 740, 334 


Nortes.—Investments in subsidiary companies not consolidated (except for 2 minor subsidiaries) are car- 


ried at cost adjusted to include the corporation’s proportion of undistributed profits since acquisition. 


The investment in General Motors Acceptance Corp. at Dec. 31 
common stocks of that corporation totaling $150,000,000 and earned 


NOTES TO FINANCIAL STATEMENTS 


Principle of consolidation 


1956, was represented by preferred and 
surplus of $99,794,827. 


The consolidated financial statements include all subsidiary companies which are engaged 


in manufacturing or wholesale marketing operations. 
are wholly owned. 


The voting stocks of these companies 


Subsidiary companies which are not included in the corporation’s consolidated statements 


are listed in the table above. 
Capital 


Net income retained for use in the business (earned surplus) represents consolidated net 


income of General Motors Corp. since inception less dividends pai 


fers to capital stock accounts. 


shareholders and trans- 
It includes $144,141,706 at December 31, 1956, and $119,- 


776,986 at December 31, 1955, representing undistributed profits of subsidiaries not con- 


solidated, whose voting stocks are wholly owned. 


In the year 1956 the corporation sold to the trustees of the General Motors savings-stock 
purchase program for salaried employees a total of 986,873 shares of newly isgaed haa per 


Of this amount, 
representing the par value of the new shares sold was credited to the capital stock account ; 


the remainder of $43,275,159 was credited to capital surplus, which accounts for the increase 


value common stock for an aggregate price of $44,919,947. 


in this account in 1956. 


Capital surplus of $361,800,988 at December 31, 1955, included $309,527,571 arising from 


the sale of newly issued common stock in 1955. 


The balance represented principally amounts 


arising upon issuance of stock prior to 1955 in connection with the acquisition of other 


businesses. 


31%4-percent debentures due 1979 


The trust indenture for the 3% 
ments of $10 million on or before 


ae debentures due 1979 requires ag fu 
ecember 31 of each year from 1958 to 1977. 


nd pay- 
Sinking 


fund redemption prices decrease from 100% percent on January 1, 1959, to the principal 


amount on and after January 1, 1974. 
Other income less sundry income deductions 


Other income consists principally of dividends received and interest earned. 


income deductions amounted to $17,443,639 in 1956 and $18,148,713 in 1955. 


Employees pensions 


Sundry 


During 1956, a total of $85,944,000 was paid into trust funds to provide noncontributory 


retirement benefits under the hourly rate employees pension plan and the retirement pro- 
gram for salaried employees. The costs attributable to past service benefits provided under 
the original plan, adopted in 1950, and by subsequent amendments thereto, are being 
amortized over a 30-year period from the dates such benefits were provided. In addition, a 
total of $16,811,913 representing contributions for future service benefits under the con- 
eee part of the retirement program for salaried employees was paid to three insurance 
companies. 

Payments or provisions totaling $9,802,042 were made during 1956 under separate r-tire- 
ment plans for employees of subsidiaries in Canada and overseas. 
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Accounts and notes receivable 


Accounts and notes receivable include : $85,396,612 at December 31, 1956, and $127,549,- 
883 at December 31, 1955, of receivables from the United States Government for product 
and facilities ; $162,826,998 at December 31, 1956, and $147,441,925 at December 31, 1955, 
of receivables from General Motors Acceptance Corp. pepeomnting principally intransit 
items in connection with current financing of sales of the corporation’s products; and 
$11,652,998 at December 31, 1956, and $9,491,352 at December 31, 1955, of current re- 
ceivables from other subsidiary companies not consolidated. 


Inventories 


Inventories are stated at the lower of cost or market, with cost being determined sub- 
stantially on the first in, first out or the average cost basis, Physical inventories were 
taken at all locations at some time during the year. 


Goodwill, patents, etc. 


The corporation’s goodwill and patents account includes a nominal amount of $1 for 
pomen. oodwill is recognized only in connection with the acquisition of a going business 
n which case it represents the difference between the purchase price and the value ascribed 


to the = tangible assets acquired. The corporation does not amortize items carried in this 
account. 


Employees bonus 


For the year 1956 the bonus and salary committee directed a credit of $85,905,078 to the 
reserve for cargsoqass bonus, which is the amount that the independent public accountants 
determined to 12 percent of net earnings after deducting 5 percent on net capital. This 
credit, together with the balance remaining from amounts credited to the reserve in prior 
years, brought the total available in the reserve to $105,696,778. The bonus and salary 
committee has determined awards for 1956 under the bonus plan totaling $85,895,365, leaving 
a balance of $19,801,413 carried forward in the reserve for employees’ bonus at December 31, 
1956. See page 49 for determination of amount of the credit to the bonus reserve and the 
amount available in the bonus reserve. 

The consolidated balance sheet at December 31, 1956, includes in “Taxes, payrolls, and 
sundry accrued items” the portions of bonus awards for the years 1953 rong 1956 which 
are poe in cash within approximately 1 year, amounting to $37,630,281. he remainder 
of the bonus awards for those years, amounting to $132,563,137 and payable in cash and 
common stock, has been included in “Other Iiabilities—employees’ bonus, taxes, warranties, 
and miscellaneous.” Common stock held in eeetary at December 31, 1956, for bonus pur- 
poses amounts to 2,402,755 shares, including 1,366,005 shares carried at $42,066,725 awarded 
for the years 1953 through 1955 and held for future delivery under the earning out provi- 
sions of the bonus plan. The balance of 1,036,750 shares in treasury carried at $47,225,267, 
includes stock held for 1956 bonus awards. 

The consolidated balance sheet at December 41, 1956, gives effect to payments amounting 
to $25,873,008 and the delivery of 1,042,382 shares of common stock on January 10, 1957. 
representing portions of bonus awards for the years 1952 through 1955 which were earned 
out during the year 1956 in accordance with the provisions of the bonus plan. 

In addition to the amount provided under the corporation’s bonus plan, certain con- 
solidated foreign subsidiaries having separate bonus plans provided a total equivalent to 
$1,872,400 for bonus in 1956, which amount was charged to income. 


Contingent liabilities 


There are various claims against the corporation and its consolidated subsidiaries in 
respect to sundry taxes, suits, patent infringements, and other matters incident to the 
ordinary course of business, together with other contingencies. There is no way of determin- 
ing the eventual liability for these claims and contingencies but, in the opinion of the manage- 
ment and of the general counsel, amounts included in other liabilities and reserves in the 


financial statements of the corporation and its consolidated subsidiaries are adequate to 
cover all settlements that may be made. 


Foreign operations 


Net investments outside the United States and Canada, after deducting the general reserve 
a to foreign qperations of $141,667,396, amounted to $204,900,349 at December 81, 
1956. In addition to the amounts summarized in the table above, General Motors Acceptance 
Corp., a wholly owned nonconsolidated subsidiary, held total assets outside the United 
States and Canada at December 31, 1956, of $81,130,865 ; after deducting foreign borrowings, 
other liabilities and reserves, the related net investment was $11.348,875. 

The general reserve applicable to foreign operations established at the end of 1954 is 
available to absorb any extraordinary losses which might arise from foreign operations, 
including the effect of major exchange revaluations and losses from discontinuing foreign 
operations in any locality, either voluntarily or because of conditions beyond the corpora- 
tion’s control. There has been no change in this reserve since 1954. 

The United States dollar equivalent of local wees capital items is determined generally 
on the basis of the official rate of exchange. The free or curb rate of exchange is used 
when such rate is significantly lower than the official rate of exchange. In the event that 
changes in foreign exchange rates result in a reduction in the value, as measured in dollars, 
of the net working capital of any foreign subsidiary or branch, the reduction becomes a 
charge against consolidated net income to the extent that it exceeds applicable reserves. 
No substantial charge against consolidated income was required in 1956 or 1955. 
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Summary of investments outside the United States and Canada 






































Dee. 31, 1956 
Total, Dec. 
England and 31, 1955 
Western other coun- Other 2 Total 
Europe tries in the 
sterling area! 
Assets: 

I i oh a acinin inemteownl ipods $7, 941,464 | $23, 957,332 $2, 946,859 | $34, 845, 655 $68, 475, 392 

British Government secur- 
De weebeue GIS TEG  Scw icc canes 83, 500 16, 903, 900 

Accounts and notes receiv- 
SD. nadie Mita sciuiiigatiahinaiake 17, 750, 215 25, 088, 572 19, 412, 861 62, 251, 648 58, 067, 257 
Sania A A ee 92, 765, 285 | 104, 959, 734 43, 937,605 | 241, 662, 624 205, 703, 431 
Total current assets_----.- 118, 456, 964 154, 089, 138 66, 297, 325 338, 843, 427 349, 149, 980 

Real estate, plants, and 

SE. pik cn nse 180, 655,417 | 281, 600, 644 38, 691,336 | 500, 947, 397 358, 527, 118 

Less accumulated deprecia- 
tion and obsolescence... -- 52, 354, 279 105, 226, 879 16, 373, 106 173, 954, 264 151, 404, 870 

Net real estate, plants, 
and equipment-_....._- 128, 301, 138 176, 373, 765 22, 318, 230 326, 993, 133 207, 122, 248 
UE CIEE ao iisincecteirtscrnee 5, 340, 594 1, 272, 265 2, 216, 964 8, 829, 823 6, 975, 164 
Oe CU oa icccniienieuninan 252, 098, 696 331, 735, 168 90, 832, 519 674, 666, 383 563, 247, 392 

Less: = bal | 

Foreign income taxes 3_...... 14, 674, 300 31, 435, 395 4, 357, 767 50, 467, 462 42, 650, 422 
Due to foreign banks_-_...--.- 37, 726, 400 7, 510, 100 3, 834, 600 49, 071, 100 10, 661, 100 
Other current liabilities... -- 37,493,292 | 64, 449, 975 15, 294, 262 | 117,237,529 | 106,954, 163 
Total current liabilities....| 89, 893, 992 103,395,470 | 23,486,629 | 216, 776,091 160, 265, 685 

4% and 534 percent notes due 
Bs it ne Seale nhs atuath Maididiee sis wdckuebumn 41 776, Ge 1 ....<-<~.ss-.--). 41 eee 26, 250, 000 
Other liabilities. ._........-- 26, 614, 820 23, 289, 127 | 18, 240,836 | 68, 144, 783 52, 408, 979 
Sundry reserves... ........-.- 973, 114 12,715 | 416, 935 1, 402, 764 3, 654, 509 
Total deductions. _......- 117, 481, 926 168, 472, 312 42, 144, 400 328, 098, 638 242. 579, 173 
Net assets..........-..---- ~ 134, 616,770 | 163, 262,856 | 48, 688, 119 | 346, 567,745 | 320, 668, 219 


Less general reserve applicable 
to foreign operations___...___-- ECA. renucianniiamtnnainibnanabtel aeeaueataa nek 141, 667, 396 141, 667, 396 


Net investments outside 
the United States and 


SE titrngiapiticncanauissues iin wriortien's ens eniepepenignseeat medtabgteaigadiban dl | 204, 900, 349 179, 000, 823 














1 Includes Australia, New Zealand, and South Africa. 
2 Includes Mexico, South America, and Far East. 


4 After deducting British Government securities of $20,586,220 in 1956 and $21,904,600 in 1955. 


Haskins & SELLs, 
CERTIFIED PUBLIC ACCOUNTANTS, 
New York, N. Y., February 20, 1957. 
GENERAL Morors Corp., Irs DIRECTORS AND SHAREHOLDERS : 


We have examined the consolidated balance sheet of General Motors Corp. 
and consolidated subsidiaries as of December 31, 1956 and 1955, and the related 
statements of consolidated income and consolidated net income retained for use 
in the business for the years then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances; it was not practicable to confirm re- 
ceivables from the United States Government but we have satisfied ourselves 
with respect to such receivables by means of other auditing procedures. 

In our opinion, the accompanying consolidated balance sheet and related state- 
ments of consolidated income and consolidated net income retained for use in 
the business present fairly the financial position of the companies at December 
81, 1956 and 1955, and the results of their operations for the years then ended, 
in conformity with generally accepted accounting principles consistently applied. 


Haskins & SELLS. 


22805—58—pt. 7——_1R 
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GENERAL Motors ACCEPTANCE CorRP. AND CONSOLIDATED SUBSIDIARIES 


Consolidated balance sheet, Dec. 31, 1956 and 1955 


ASSETS 


Notes and bills receivable (including instalments of $1,186,131,343 at 
eaaet 1956, and $1,104,715,169 at Dec. 31, 1955, maturing after 1 
year 


Less: 
Nee ne ee | mnameneae 
Reserves for losses on notes and bills receivable 


Total deductions 


Notes and bills receivable, less deductions 


I cA i tncndigsithgncnilitiiien waginanigneciimumdpite Guns 
Total current assets 
Other assets: 
Investment in Motors Insurance Corp. (wholly owned nonconsoli- 
dated subsidiary carried at net worth as shown by its books) 
Unamortized debt discount and expense 
Miscellaneous 


LIABILITIES, RESERVES, AND CAPITAL 


Current liabilities: 
Notes and loans payable within 1 year__...._._.............-...-.--- 
Accounts payable: 
General Motors Corp. and affiliated companies 
Dealers 


cea ee shveiemaianiened 


United States income and other taxes_____-____._..._..-.-_-- css 
TRON ICD, oun ere Bess eo ck cea ca siecsucscuebeesoeseeee : 


nd nea aienaone dion wunecen 
Reserve for employees benefit plans and other reserves_--.._..._-.-._--- 
Notes, loans, debentures payable after 1 year (maturing prior to — 
Subordinated indebtedness (maturing prior to 1976) __.............---.--- 
Capital stock and surplus: 
Preferred stock, $100 par value, 4 percent cumulative (authorized and 
outstanding, 500, ORE SE SE CER ea 4 
—— stock, $100 par value eee and outstanding, 1,000,000 
Neen en eee es Shannon 
Earned surplus 


Total capital stock and surplus 


Total liabilities, reserves, and capital 


Dec. 31, 1956 





Dec. 31, 1955 






































$123, 954, 332 | _ $127, 667, 121 

4, 112, 528,899 | 3, 854, 046, 303 
221, 824, 394 205, 460, 431 

40, 658, 156 35, 300, 192 

262, 482,550} 240, 769, 623 
~~, 850, 046, 2 349 ~ 8, 613, 276, 680 
8,159,065 | ‘8, 986, 211 

~ 3,982, 159,746 | 3, 749, 930, 012 
16, 941, 704 15, 046, 975 

23, 412, 912 25, 562, 618 

| —-10, 543, 484 9, 787, 800 
| 4,033, 057, 46 3, 800, 327, 4 405 




















_1, 182, 126,275 | 1, 183, 648, 952 
——= 
| 173, 852, 122 162, 550, 207 
113, 259, 193 109, 252° 930 
| 6, 668, 574 6, 977, 943 
203, 779, 819 278, 781, 170 
"52, 195, 071. “50, 620, 500 
22) 765, 914 18, 976, 785 
1, 550, 867, 079 | , 532, 027, 407 
1 se 446, 940 aes 2, 097, 557 
1, 854,949,000 | 1, 685, 112, 802 
__"375,000, 000 | _’ 350, 000, 000 
50, 000, 000 | 50, 000, 000 

| 
100,000,000 | 100, 000, 000 
| 99, 794, 827 | 81, 089, 639 
249, 794, 827 231, 089, 639 
| 4, 033, 057, 846 | ~~ 3, 800, 327, 405 
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GENERAL Motors Corp. AND CONSOLIDATED SUBSIDIARIES 


20-year record of sales, net income, and dividends 
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Dividends Amount 

Year ended | Net sales Net income!; on pre- earned on 

Dec, 31 ferred common 

stocks stock 

a ‘awe: ' 
es che $1, 606, 789, 841| $196, 436, 598) $9,178,220) $187, 258, 378 
1938_......- 1, 066, 973,.000 102, 190, 007 9, 178, 220 93, 011, 787 
1989_.....- 1, 376, 828, 337 182, 290, 222 9, 943, 072 173, 347, 150 
 _s 1, 794, 936, 642 195, 621, 721 9, 178, 220 186, 443, 501 
 « SALERE-. 2, 436, 800, 977 201, 652, 508 9, 178, 220) 192, 474, 288 
BR seu sas 2, 250, 548, 859. 163, 651, 588 9, 178, 220 154, 473, 368 
ook 3, 796, 115, 800 149, 780, 088 9, 178, 220 140, 601, 868 
PD, etiiuhs am 4, 262, 249, 472 170, 995, 865 9, 178, 220 161, 817, 645 
Sees. ccand 3, 127, 934, 888 188, 268, 115 9, 178, 220 179, 089, 895 
mee. sss wu 1, 962, 502, 289 87, 526, 311 9, 782, 407 77, 743, 904 
BONE ~ Seiidnnk. 3, 815, 159, 163 287, 991,373} 12, 928, 310 275, 063, 063 
ED cite odin 4, 701, 7 770, 340 440, 447,724) 12,928, 315 427, 519, 409 
1949______- 5, 700, 835,141} 656,434, 232) 12, 928, 316 643, 505, 916 
eee .i 40 7, 531, 086,846 834,044,039) 12, 928, 315 821, 115, 724) 
1951 7, 465, 554, 851 506, 199. 560) 12, 928, 313 493, 271, 247) 
1952 --| 7, 549, 154, 419 558, 721, 179) 12, 928, 313} 545, 792, 866) 
1953__ . |10, 027, 985, 482 598, 119,478} 12,928,312) 585, 191, 166) 
1054. .....- | 9, 823, 526,291; 805,973,897) 12, 928, 309 793, 045, 588) 
1955 wnos the 443, 277, 420} 1, 189, 477, 082} 12, 928, 305) 1, 176, 548, 777) 
1956__- ..|10, 796, 442, 575 847, 396, 102) 12, 928, 302 834, 467, 800) 





Dividends 


mon stock 


$160, 549, 861 


| 
Total divi- 


on com- 


64, 386, 421 
150, 319, 682 
161, 864, 924 
162, 608, 296 
86, 992, 295) 
7, 106, 758 
132, 063, 371 
132, 066, 520 
99, 158, 674| 
132, 167, 487 
197, 845, 688) 
351, 380, 264| 
526, 111, 783 
350, 249, 851 
349, 041, 039) 
348, 760, 514| 
436, 507, 196! 
592, 245, 497| 
552, 853, 282! 
! 





dends on 
preferred 
and com- 


mon stocks 


as percent 
of net 
income 


~ ¢ =3 00 Go Or OO 00 00 “3 
SALHASRASFSRAASS 
WO WAWUMUNOSLAOMWHDN SSOP 


BSas 


Income re- 
invested 
in the 
business 





281. 614, 518 





1 Net income is after provision for employees bonus under the General Motors bonus plan. 
gross provisions for employees bonus which follow are before giving effect to the resulting reductions in 


Federal income and excess profits taxes, 


OO ns 
Se ithibanineeaiehamngitan 
1939... ... 


wre 


$13, 907, sor 
3, 572, 681 
11, 551, 514 
11, 387, 010 
12, 386, 479 
5, 273, 650 
7, 250, 587 
9, 088, 254 
10, 775, 900 


2 Excess of dividends over net income. 


1947___. ; 
Ch nupesavent c 


1949_. ..- 


. ae 


1951 


oo ee 


RR Beak ae ke 


The annual 


. $29, 112, 
48, 927, 690 
60, 000, 000 
67, 600, 000 
52, 749, 628 
59, 033, 948 
63, 072, 314 
75, 000, 000 
95, 000, 007 
85, 905, 078 


The equivalent amount earned and dividends per share in terms of present $134 
par value common stock follow : 


























| Per share of common Per share of common 
stock ! stock ! 
Year | Year Boe See 
} | | | | 
|} Amount Dividends || Amont Dividends 
earned earned 
| | 
——— — — | — | 
Re eee $0. 73 | $0.63 || 1947. $1.04 $0. 50 
CN ss alee dreesictdiiean . 36 . 25 || 1948. | 1. 62 . 75 
ES «J. asl ts ahestigsitaiabeuiie 62 | 58 | 1949____ | 2. 44 1.33 
Ba Sash: dic atin a .72 63 |} 1960...... } 3. 12 2. 00 
li navies a cstedndas ines .74 . 63 || 1951- | 1.88 1.33 
sts lll ir diel . 59 SE EG Ac cketibawe 2. 08 1. 33 
i ’ 54 . 33 |} 1953 2. 24 1.33 
I on dsl sti iacanttbe . 61 . 50 1954. ‘ 3. 03 1. 67 
Gia sahbvcatkcamemvatiats . 68 . 50 1955 . | 4. 30 2.17 
ST i ig'nie wing aatlicencioain Gian . 29 Se IE a Web okinbiett cn senne | 3.02 | 2. 00 
t | | 








1 Adjusted for 2-for-1 stock split in October 1950 and 3-for-1 split in September 1955. 
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PAYROLLS AND EMPLOYEES 


These are combined annual payrolls, including salaries and wages, and aver- 
age number of employees in the United States and foreign countries for 1937 
to date for General Motors Corp., General Motors Acceptance Corp., General 
Exchange Insurance Corp., and other wholly owned subsidiaries. They exclude, 
however, Yellow Truck & Coach Manufacturing Co. prior to the acquisition of 
the property and assets of that company on September 30, 1943, and Adam Opel 
A. G. (in Germany) for 1940-48 when not under GM control. The number of 
employees represents an average for the year based on employees actually work- 
ing each week. 


Payrolls: Payrolls—Continued 
ad tienen sitet be $483, 584, 310 Bea aitindienmattaales $1, 174, 980, 654 
tats aiednnidadeeertnees 326, 709, 497 csc aieden 1, 305, 489, 590 
Sa ips htedehicaseaseithn iti 413, 808, 885 Beeb csiecaitsbeavstiinaia 1, 472, 087, 750 
, RARE 501, 535, 198 BO ci diag cudlileats 1, 843, 342, 263 
lilies tihehncanbennameey 680, 779, 320 Dts edtincear i 1, 905, 691, 899 
(ae 874, 002, 463 DU Dstt iicienenettetsicnen 2, 062, 103, 065 
ii heccientesncilasentiiaees 1, 338, 217, 538 DN bik nnciereetiacinens 2, 676, 044, 049 
I a el 1, 396, 044, 634 rl nicl tae 2, 610, 195, 006 
itll sieniepenincieatiins 1, 022, 112, 178 lela Die ecibleaic 8, 127, 145, 514 
it inernsntcnictetiins 887, 267, 511 ahd wininsewebbieate 2, 895, 768, 446 
Employees: Employees—Continued 
EE ee ee 292, 478 Doh ie ee ee 387, 303 
Gs os ssnteamsatineeeeinna acca 223, 624 ikl eckt cc aes enel heeds 392, 107 
a 256, 126 i aiansintedbiaiaripatintiiatenaaninen: 426, 137 
eit a tie nice, 258, 651 ae ee he dich atin etter 495, 627 
Se at aer teeta dietinincmaneenacit eres 813, 327 ee Se LON is 3) 501, 812 
Fe wiischicthiaMl nis lashiticcesthcscaenictahsdiane 324, 633 ED signin tciientetdiieeesens 490, 749 
RI chicesey csivasens tina gieinppimemsapnentaee 460, 356 ND adie tie cee ian tibia atin 585, 602 
i scnscinhincinaiiisipabdatnasimiemesiaaaih 477, 072 cat ca 576, 667 
DE inkistectinthacclctntennes 356, 540 Ri itiicllcikccadueisicrctes ante ssgeechib mania 624, 011 
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BONUS PLAN 


Present bonus plan as relating to (1) computation of amount of credit to bonus 
reserve; (2) amount available in the bonus reserve; and (3) determination and 
forms of bonus awards. 

The corporation shall maintain a bonus reserve, to which shall be credited for 
each year an amount which the independent public accountants of the corpora- 
tion determine and report to be 12 percent of the net earnings after deducting 5 
percent on net capital, but not in excess of the amount paid out as dividends on 
the common stock of the corporation during that year, all as hereinafter provided, 
except that for any year the bonus and salary committee may in its discretion 
direct that a lesser amount be credited. 

The term “net earnings” shall mean, for each year, the amount (which is after 
provision for bonus and interest on debt) reported in the annual statement of 
income of General Motors Corp. and consolidated subsidiaries which is trans- 
ferred to earned surplus as shown by the annual statement of surplus of General 
Motors Corp. and consolidated subsidiaries, plus the amounts of such provision 
for bonus and interest on debt included in net capital. Interest on debt shall in- 
clude charges or credits arising out of premium or discount paid or received with 
respect to such debt. 

The term “net capital” shall mean the total of capital stock and surplus, plus 
debt of General Motors Corp., as shown on the balance sheet of General Motors 
Corp. and consolidated subsidiaries as of the end of the year preceding the year 
for which the net earnings are taken, less any treasury stock (other than un- 
awarded stock held for bonus purposes), plus or minus a proportionate allowance 
for any change during the year, based on the period of such change, in the amount 
of capital stock, surplus, or debt, from newly issued or finally retired capital 
stock (except treasury stock previously deducted) or from increase or decrease in 
the outstanding principal of debt. 

The term “debt” shall mean the unpaid principal amount of all indebtedness of 
General Motors Corp. as principal and not as surety or guarantor, having a 
maturity at the time of its creation of more than 1 year, independent of accelera- 
tion, and evidenced by a bond, debenture, or promissory note. 

Before the determination of bonus awards each year by the bonus and salary 
committee, the independent public accountants of the corporation shall determine 
and report the total amount available in the bonus reserve. The bonus and salary 
committee may award bonuses totaling the amount available as determined and 
reported by the independent public accountants, but the committee shall not be 
obliged to make bonus awards in the full amount so reported. Bonus awards 
under the plan and such other amounts arising out of the administration of the 
plan as the committee may determine shall be charged to the bonus reserve. 
Balances retained in the bonus reserve each year shall, except to the extent 
otherwise directed by the committee, be carried forward and be available in a 
future year or years. 

The bonus and salary committee, which is composed of five directors who are 
not themselves eligible for bonus, shall have discretion with respect to the deter- 
mination of each bonus award. An employee shall be eligible for consideration 
for bonus if at the end of the year he is receiving a salary at or above such 
monthly rate as the bonus and salary committee shall from year to year deter- 
mine, but the committee may, in its discretion, award bonuses to employees 
receiving salaries below the eligible monthly rate in special cases. For the year 
1956, the committee determined that the minimum salary rate for bonus eligibility 
for employees in the United States should be $640 a month. 

Upon final determination of bonus awards by the bonus and salary committee, 
each award of $1,000 or less shall be paid at the time of award. Each award 
of more than $1,000 shall be paid in annual installments of 20 jercent or $1,000, 
whichever is greater, the first such installment at the time of award, and the 
remaining installments in January of each succeeding year (until the full amount 
of the award is paid) if earned out by the beneficiary in accordance with the 
terms of the plan. 
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Bonus awards for any. year shall be in cash or in General Motors stock or 
partly in cash and partly in General Motors stock, as the bonus and salary com- 
mittee in its discretion shall determine. For the year 1956, the bonus and salary 
committee determined that each installment of any bonus award should be payable 
partly in cash and partly in common stock with the cash and stock portions 
varying with the size of the award. Approximately 54 percent of the total 
value of 1956 awards will be payable in stock. 


Determination of amount of credit to bonus reserve and total amount available 
in the bonus reserve 


For the year 1956, the amount determined by the independent public account- 
ants to be 12 percent of the net earnings after deducting 5 percent on net capital, 


and the total amount available in the bonus reserve together with the disposition 
thereof, are summarized below : 


Computation of 5 percent on net capital: 
Amounts at Dec. 31, 1955, as shown on the Consolidated 
Balance Sheet, p. 41: 
Total capital stock and surplus $4, 255, 055, 724 
Debt, 314 percent debentures due 1979 
Add proportionate allowance for changes in capital stock 
and surplus arising from sale of 986,873 shares of common 
stock to trustees under provisions of savings-stock pur- 
chase program for salaried employees 24, 143, 047 


4, 579, 198, 771 
Less treasury stock (other than unawarded stock held for 
bonus purposes) at Dec. 31, 1955 34, 023, 622 


Net capital 4, 545, 175, 149 
5 percent on net capital (equivalent to $0.74 per share of 
common stock) 227, 258, 757 


Amount reported in the Statement of Consolidated Income (p. 

38) which is transferred to earned surplus as shown by the 

Statement of Consolidated Net Income Retained for Use in the 

Business (p. 39) 847, 396, 102 
Add: 


Provision for employees’ bonus 85, 905, 078 
Interest and amortization of discount on 3%4 percent de- 


bentures 9, 833, 230 


Net earnings 943, 134, 410 
Less 5 percent on net capital 227, 258, 757 


Portion of net earnings upon which credit to bonus reserve 
is computed 715, 875, 653 


Credit to bonus reserve, 12 percent of net earnings after deduct- 
ing 5 percent on net capital 85, 905, 078 
Add unawarded balance in reserve carried forward from pre- 


vious year 19, 791, 700 


Total amount available in the bonus reserve 105, 696, 778 
Less awards for the year 1956 determined by the bonus and 
salary committee 85, 895, 365 


Balance carried forward in the bonus reserve at Dec. 
31, 1956 19, 801, 413 
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[From the New York Times, November 2, 1957] 


LENDERS ASsSAIL 1958 Car Prices—Frar INCREASES WILL DETER CUSTOMERS 
Wuo Are Just Payine Orr THEIR '55’s 


“EASY” TERMS HIT LIMIT—MONTHLY BILLS HIGHER NOW—USED AUTO MARKET 
SOFT, WHICH HURTS TRADE-INS 


By Albert L. Kraus 


The rise in prices of 1958 automobiles, averaging 4 percent, is causing concern 
to installment lenders. 

Many who bought cars in the industry’s biggest year, 1955, will be free to 
enter the market again soon—after completing at last their 36 months of 
payments. 

But the question giving concern to the lenders is: Will the car owners buy 
1958 automobiles or something else, or put the money into the bank? 

The question gains pertinence because of two factors: 

For the first time since World War II, higher prices are being reflected in 
higher monthly payments. 

Used car prices, at their lowest level in 2 years, are undermining trade-ins. 


Boom on the cuff 


In 1955, the public bought 7,169,908 passneger cars, one-quarter more than 
the year before. After deducting overallowances on trade-ins, or “trading 
fluff,” the cars cost purchasers about $17 billion, half again as much as the 
year before. 

To pay for the industry’s record output, buyers put up $5.3 billion in cash, 
— $4.2 billion from trade-ins, and borrowed $7.6 billion from installment 

nders. 

As a result, installment credit outstanding, after deducting repayments, rose 
$5.5 billion in 1955, with more than $3.5 billion contributed by automobile loans. 

Since then the installment debt has continued to grow—but at a much less 
rapid pace. The big gap between new credit and repayments has narrowed. 


Hopes for a repeat fade 


Automobile sales, which totaled 5,955,248 last year, now seem unlikely to 
exceed that figure greatly in 1957. Theoretically, they could surge in 1958 
as the buyers of 3 years ago return to the market. Makers and lenders have 
been hoping for something like this. But early experience with the new model 
year has proved disappointing. 

The lenders are blaming Detroit for failing to hold the line on prices. 

They cite a recent study by the Federal Reserve Bank of Philadelphia. It 
showed that from 1947 to 1955 new-car selling prices rose about 30 percent. 
A car that sold for about $2,000 in 1947 cost about $2,600 in 1955. The price 
rise was clearly apparent to the cash buyer. 

The time buyer, however, didn’t feel the rise at all. 

In 1947, limited to 24 monthly payments, he was able to discharge the $1,300 
balance after a downpayment of $700 at about $57 a month plus insurance and 
financing charges. 

In 1955, able to get 36-month terms, he could pay off the $1,900 balance after 
a $700 downpayment at only $55 a month plus insurance and financing charges. 

Since 1955, however, car prices had risen about 8 percent (before the 1958 
increases). The car that cost $2,000 in 1947 and $2,600 in 1955 sold for $2,800 
in 1957. 

For the first time, however, all of the increase has been reflected in the 
monthly payments. Unable to get terms greater than 36 months, the time 
buyer this year had to pay off his debt at $61 a month plus charges, or $6 
more than in 1955. 

Although lenders have had generally good experience with 36-month terms— 
and increased profits—it seems unlikely that terms will be stretched much 
further. 

For one thing, extension of terms from 36 to 48 months, for instance, would 
produce a much smaller reduction in monthly payments than the earlier ex- 
tension from 24 to 36 months. 
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Collateral in question 


For another, even over a 36-month repayment schedule, the resale value of a 
car barely exceeds the unpaid debt for many months. A longer schedule might 
wipe out the owner’s equity entirely. 

Such a likelihood increases with a decline in used car prices. At the 
moment, according to the Automotive News index, average used car prices are 
at their lowest level in 2 years. 

Not only do low used car prices discourage trade-ins and new car sales, but 
they add to the lenders’ repossession headaches. When resale values slip below 
the level of the unpaid debt, borrowers often become discouraged—and prefer 
to let the lender solve the problem. 

The lenders’ chief attack upon this problem has been through higher down- 
payments. By insisting upon more cash at the start, they reduce the risk. 


At the same time, however, they do little to touch off another wild burst of 
sales, 1955 style. 


[From U. 8. News & World Report, January 31, 1958] 
SMALL-CaR Sates: THEY Just KEEP on ROLLING 


Those foreign-built cars, their United States sales doubled in each recent year, 
seem to be headed for record popularity in 1958. Demand keeps growing, 
with small, economy models favored. Models made overseas for United 
States car firms share in the boom, too 


The market for little, imported cars keeps right on growing through a reces- 
sion in United States business. 

On an average day, more than 700 Americans buy automobiles that were 
made abroad. Every year since 1954, people in this country have bought about 
twice as many of these cars as in the year before. This year, all signs point to 
another big gain, another record. 


Look behind the import figures shown in the chart on this page and you dis- 
cover these things: 


The small, economy models of foreign autos are the ones making the biggest 
hit with American buyers. 

Three out of five of these imported cars are sold to people who already own 
American-made cars. The small foreign car thus becomes a “second” car for 
the wife to drive on her errands or for the husband to drive to work. 

The Volkswagen, German made, is in such demand in this country that de- 
liveries are falling 6 months behind orders. This beetle-shaped car, 3 to 4 feet 
shorter than most American makes, is far and away the leader in the imported- 
car field. Volkswagen shipped 80,000 cars to this country in 1957, a gain of 
20,000 over 1956. 

The French Renault, No. 2 among the imports, sold 27,000 last year, nearly 10 
times as many as in 1956. Nine out of 10 buyers of the Renault in this country 
choose the Dauphine model. It is smaller than the Volkswagen. Company of- 
ficials predict sales of 55,000 to 60,000 in 1958. 

For others, big gains. You find similar gains for other foreign makes. 

Sales of English Fords, made by the British subsidiary of the Ford Motor 
Co., jumped to 17,200 last year, more than 4 times as many as in 1956. Company 
officials expect to import 40,000 this year. 

The tiny Metropolitan, made for American Motors Corp. by Austin of England, 
had sales of 12,200 last year, compared with 7,300 in 1956. 

More than twice as many British MG’s were bought in this country last 
year as in 1956. Sales of the British Hillman, Italian Fiat, and other makes 
were up sharply. More than 8,000 Triumph TR-3’s, made in England, were 
brought into the United States in 1957, 4 times as many as in 1956, and imports 
of 20,000 are planned this year. 

General Motors Corp. has started importing Opels, made by its German sub- 
sidiary, and Vauxhalls, made by its British subsidiary. Some 1,300 Pontiac 
dealers now handle Vauxhalls and 3,000 Buick dealers sell Opels. Together, they 
expect to import 30,000 to 40,000 cars this year. 

The Studebaker-Packard Corp. imports the Mercedes-Benz, made in Germany, 


and the Chrysler Corp. is exploring the possibility of bringing in a line of econ- 
omy cars from overseas. 
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Tastes changing? The rising popularity of the little foreign cars in this coun- 
try is raising the question of whether some basic changes are taking place in 
public preferences. 

More and more, operators of parking lots and parking garages have been com- 
plaining that the increasing size of American cars is cutting down on their earn- 
ings because the newer models take up more space. Some city officials, too, have 
been saying that the size of the newer models increased traffic problems and 
parking problems. Last week, Mayor Robert Wagner of New York City appealed 
to United States manufacturers to cut down on the length and width of their 
cars. 

Among manufacturers in this country, American Motors is making the strongest 
bid in the field of economy cars with its Rambler, which is bigger than most of 
the imported cars but smaller than most of the other American makes. The com- 
pany is bringing out a car that is still smaller, the Rambler American. 

Studebaker-Packard also has an economy car, the Scotsman. 

Other American car makers, though, are not yet convinced that Americans’ 
tastes in cars have changed to any great extent. They point out that European 
cars accounted for less than 4 percent of all car sales in this country last year. 
They doubt that the demand for smaller cars is yet great enough to justify the 
big investment required to produce such cars in their own plants. 

A lot depends, in other words, on how long the boom in sales of foreign cars 
continues and how big it gets. If the boom gets much bigger, then United 
States manufacturers can be expected to bring out new models in the small, econ- 
omy sizes. 


THE BOOM IN 
FOREIGN CARS 


(U.S. IMPORTS OF FOREIGN- 260,000 
MADE NEW AUTOMOBILES) 


4 = 
1956 1957 1958 


lest.) lest.) 


Source: 1954-56, U.S. Dept. of Commerce; 1957, estimate based Copyright 1958, U.S. News Publishing Corp. 
on 11-month figures; 1958, estimate by USN&WR Economic Unit 
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[From the Wall Street Journal, January 19, 1958] 


AmeERIcAN Motors SHows ANNUAL Sates Rate Garn—Now SExLLine at 165,000- 
‘VVEHICLES-A-YEAR Pace, Up 56 Percent Over LIKE 1956 PrEriop, RoMNeEy Says 


By a Wall Street Journal staff reporter 


Detroirt.—American Motors Corp. dealers are currently selling cars at an 
annual sales rate of 165,000 vehicles, George Romney, president, told a press 
conference. 

The company’s factory sales through December, he said, are up 56 percent 
over the corresponding period last year. He was referring to a factory sales 
from October 1, the beginning of the company’s fiscal year. The company’s 
production is sold out through January, he added. 

“An inventory shortage has held down sales by our dealers,” Mr. Romney 
said, “but in spite of that they are up 28.6 percent.” 

Mr. Romney reiterated his previous statements that the company’s break- 
even point has now been reduced to 120,000 cars a year. He added that he 
regards it quite possible that AMC dealers will attain their sales goal of 180,000 
cars in fiscal 1958. 

In response to a question, Mr. Romney said American Motors will be less 
seriously affected by a business recession in 1958 unless it becomes very serious. 
He added, however, that he could see nothing in the economic situation to in- 
dicate a business slump of such magnitude. 

The Rambler American, AMC’s 100-inch wheelbase small car, will be intro- 
duced in January, Mr. Romney said, at an advertised delivered price below 
$1,800. This, he added, includes such charges as excise tax, freight and dealer 
handling. 

In a special test conducted last week, the car averaged 35.4 miles per gallon of 
gasoline for a run between Los Angeles and Miami at an average speed of 40 
miles per hour, he said. This was 4 miles per gallon better than the national 
economy run record for United States automobiles set by the American’s prede- 
cessor in 1950, he added. 

Other sales points which will be stressed in addition to price and fuel economy, 
Mr. Romney indicated, will be long styling life and ease of maintenance. Styling 
changes will deliberately be avoided, he said, and the arrangement of mechani- 
cal features—particularly under the hood—makes it possible for owners to act 
as “do it yourself” mechanics. 

The car will originally be offered only as a 2-door sedan, but the American 
Motors president hinted the company may eventually revive the station wagon in 
the same wheelbase. He said there are no plans to produce a convertible in 
the series and pointed out that convertible sales have been declining in recent 
years as percentage of the total market. 


[From the Washington Post, January 31, 1958] 


How MucH Jam? 


Walter Reuther, who frequently makes a great deal of sense, made very little 
the other day when he called for a Federal factfinding agency to pass judgment 
on (but not to control) price increases. First he engaged in some extremely nar- 
row economic judgments in seeming to ascribe to big business all of the blame 
for inflation. To the extent that business is to blame for passing along the cost 
of unearned wage increases to consumers in higher prices, there is at least equal 
blame to be levied against unions. Both need to exercise more restraint than 
either has shown, but Mr. Reuther’s own refusal to temper his wage demands in 
the current contract negotiations between the United Auto Workers and the 
companies illustrates how difficult it is for either side to rein in. 

Mr. Reuther’s answer to this problem is one-sided and, in any case, impractical. 
Why should the Government pass judgment on prices and not on wages? His 
plan would allow public examination of wages, but ohly within the context of a 
price hearing. Yet are not wages themselves a price? And is not the power 
of the large unions to influence wages every bit as strong—and in need of out- 
side restraints—as the power of big business to set prices? Mr. Reuther is un- 
likely to concede this point, but even if he were to do so, are there not other and 
more effective ways to restrain inflationary (unearned) price-wage demands? 
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There are, but these are receiving little or no attention from anyone. Con- 
sumer buying power is, of course, the key. This is compounded of wages-after- 
taxes and credit. Now, the long-term inflationary pressures on the economy are 
as much the result of demand in one sector as in another, but some of these 
demands are, at the moment, more pressing. Which do Americans require the 
more urgently? A second car, or an adequate schoolhouse? A color TV, or an 
adequate Air Force? A vacation in the Rockies, or stability in the underde- 
veloped nations suffering from want of capital? There is every reason to think 
that this country can have guns and butter, within the framework of a stable 
economy. But it does not follow that we can have guns and butter and all the 
jam we want, to boot. 

Is Mr. Reuther, or anyone else, advocating the diversion of some consumer buy- 
ing power to Government buying power through changes in taxation? Is Mr. 
Reuther proposing standby controls, at least, on consumer credit? On the con- 
trary, while calling for toothless “factfinding” crusades against price increases, 
Mr. Reuther seems to favor an expansion of consumer purchasing power which 
would, if anything, accelerate the price-wage spiral. The present period of re- 
cession is not the classically indicated or politically most popular time to talk 
about a tax increase. But sometime soon the need must be faced for a diversion 
of more of the national product to the satisfaction of urgent collective needs. 

This is entirely compatible with an expanding economy—but it would take 
account of the areas in which expansion is most needed, while at the same time 
making the private consumer segment more competitive and thus more resistant 
to price-wage inflation. Mr. Reuther would perhaps not serve the narrow and 
special interests of his auto workers well by advocating such a course. But if he 
is determined to be an economic statesman and address himself to the broad range 
of national needs and problems, he cannot drag along with him the parochial in- 
terests of the UAW. He must instead speak for the auto worker as a citizen 
of an endangered country, lagging in its defenses, its educational plant and in 
other areas which demand a broad and serious national effort. 


STAFF MEMO ON AUTO LABOR COSTS 


Memorandum To: Paul Rand Dixon, chief counsel and staff director. 
From: John M. Blair, chief economist. 


Subject : Estimates of labor costs per car for the automobile industry. 


In the absence of direct reports on costs from the producing companies them- 
selves, it is possible to make only very rough approximations of the labor costs 
per car produced. 

The approach employed in deriving a cost figure has been that of estimating 
the number of man-hours used in manufacturing a car and multiplying that 
figure by the average hourly earnings in the automobile industry as reported 
by the Bureau of Labor Statistics. Two entirely different methods, using 
different sources of data, have been employed in estimating the number of man- 
hours per car. It is probably something of a coincidence that both of these 
methods yield very similar results—in the neighborhood of 130 to 140 man- 
hours per car. It so happens, however, that these results are very close to an 
estimate presented in a recent article in the Wall Street Journal which states, 
“There are about 120 to 125 man-hours of hourly rated labor in a sample 
ear.” That the figures arrived at in this memorandum are somewhat higher 
than the estimate appearing in the Wall Street Journal is probably due to the 
use here of extremely conservative measures of recent changes in productivity. 

In November 1957, the latest month for which such data are available, average 
hourly earnings for production workers in the automobile industry were $2.58. 
To this should be added whatever is the appropriate figure for fringe benefits. 
The UAW places this in the area of 25 to 30 cents.” If it were assumed to be 


2 Wall Street Journal, December 10, 1957. ‘The full paragraph in which this estimate 
appears is as follows: “First of all, it seems clear that wage increases can hardly explain 
away all the 1958 price rises which, for models similar to our sample, ranged this year 
from $85 to $135. Total direct productive labor costs of parts suppliers and the auto 
manufacturer amount in this case to only an estimated $173—certainly no more than $200. 
Even adding in hourly rated nonproductive labor could hardly bring the UAW labor bill to 
more than $300 to $320. Based on average auto-worker wages of $2.47 an hour, this would 
indicate there are about 120 to 125 man-hours of hourly rated labor in the sample car. 
If wages rose 18.6 cents an hour in the past year, as Ford Vice President Benson Ford 
asserted recently, this would have boosted costs less than $25 on the car.” 

2 Hearings on administered prices, statement by Walter Reuther, January 28, 1958, p. 55. 
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in the neighborhood of 40 cents, the total of hourly earnings plus fringe benefits 
would be some $3 per hour. The multiplication of this figure times a rough 
estimate of 185 man-hours per car yields a labor cost per car of approximately 
$400. 


The remainder of this memorandum will consist of a description of these two 
methods of estimation. 


1. Estimate based on 1954 census of manufactures 


The essential steps of this method were (a) to obtain a dollar figure represent- 
ing the unduplicated value of the motor vehicle industry’s shipments; (b) to 
translate that dollar figure into a quantity figure of motor vehicles and vehicle 
equivalents by dividing it by the average realized price per assembled vehicle; 
(c) to obtain a comparable figure for man-hours; (d) to divide that man-hour 
figure by the number of motor vehicles and motor vehicle equivalents; and (e) 
to adjust the resultant 1954 figure to reflect the increase between 1954 and 1957 
in man-hour productivity. These steps are set forth below. 


(a) The dollar figure of the industry’s end products as reported by the census 
is as follows: 





Billions 
INNIS ANNIE Oo andar idnennvncaghipeenerenisenniehbinenimettnatpeiasiniidimeniinadeiaih $9.5 
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CI in I esi meer es ceenceepeen emeiaagiaaienerent -8 
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1 Based on an unpublished census estimate of replacement parts and accessories coded in 
and made in the industry. 

(b) In 1954 the average price per assembled vehicle as computed from the 
census was approximately $1,800." Dividing this figure into $13.4 billion yields 
a total of 7.4 million vehicles and vehicle equivalents (the latter in the form 
of replacement parts and secondary products). This figure of 7.4 million then 
becomes the denominator in the calculation. 

(c) The numerator is simply the figure for total man-hours of production 
workers in the motor-vehicle industry, as reported by the 1954 census of manu- 
factures, or 1,126 million. By assuming that nonproduction workers work 50 
weeks at 40 hours per week, it is possible to derive an estimate for all em- 
ployees of 1,334 million. 

(d) The next step is to divide the man-hour figure by the quantity figure, viz. : 

(a) Production workers. 1,126 million man-hours divided by 7.4 million 
vehicles and vehicle equivalents equals 152 man-hours per vehicle and ve- 
hicle equivalent. 

(6) All employees. 1,334 million man-hours divided by 7.4 million ve- 
hicles and vehicle equivalents equals 180 man-hours per vehicle and vehicle 
equivalent. 

(e) No current index on changes in productivity in the automobile industry is 
available. According to the Economic Report of the President, man-hour pro- 
ductivity in manufacturing increased by 7 percent between 1954 and 1957. Since 
productivity in the automobile industry undoubtedly rose at least as much as in 
manufacturing as a whole, the use of this Overall series for adjustment purposes 
should overstate the number of man-hours required as of 1957. Reducing the 
1954 man-hour figures by this increase in productivity for manufacturing as a 
whole, lowers the estimate of 1952 to 141 man-hours for production workers per 
vehicle and vehicle equivalent ; and applying it to 180 reduces it to 167 man-hours 
for all employees per motor vehicle and vehicle equivalents. 


2. Estimate based upon 1939 census of manufacturers adjusted for increase in 
productivity 

The 1939 census of manufactures was the last year for which the census in- 
dustry was the combined aggregate of “Motor vehicles and bodies and parts and 
accessories” and for which a special compilation of man-hour statistics, prepared 
jointly by the Departments of Commerce and Labor, is available. The essential 
steps of this method are (a) to derive an estimated total number of man-hours 
engaged in the production of automobiles and trucks (which includes those en- 


* The exact figure is $1,717 per vehicle, knocked down or assembled. 
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gaged in the manufacture of replacement parts and accessories and secondary 
products) ; (0) to obtain a comparable figure on the total number of automobiles 
and trucks; (c) to divide the former by the latter, thus obtaining an estimate of 
the number of man-hours per car in 1989; and (d) to adjust this figure to reflect 
the increase between 1939 and 1957 in man-hour productivity. Again the index 
for manufacturing asa whole is used, again probably producing an overstatement 
in the number of man-hours per car in 1957. 

Another source of overstatement lies in the fact that the numerator (man- 
hours) includes not only the man-hours engaged in manufacturing motor vehicles 
as such, but also those employed in making replacement parts and secondary 
products, whereas the denominator includes only the number of automobiles and 
trucks. No attempt has been made to calculate replacement parts and accessories 
and secondary products, as of 1939, interms of a motor vehicle equivalent. 

The steps are as follows: 


Number of man-hours of wage earners: motor vehicles and bodies 
and parts and accessories, 1939+ i 
. Number of automobiles and trucks produced, 1939 3, 615, 583 
. Number of man-hours per car, 1939 194 
. Estimated percent decrease in unit labor requirements, manu- 
facturing as a whole, 1939-57 
. Estimated number of man-hours per car, 1957 (3 by 4) 


1U. S. Department of Commerce and U. S. Department of Labor, een of Manu- 
factures : 1939, Man-hour Statistics for 171 Selected Industries, 1942, p. 18 


STAFF MEMO ON AUTO MATERIAL COSTS 


JANUARY 25, 1958. 
Memorandum to: Paul Rand Dixon, chief counsel and staff director 
From: E. Wayles Browne, Jr., and John M. Blair 
Subject : Cost of materials used in a typical passenger car 


The Automobile Manufacturers Association published a bill of materials for a 
typical passenger car in its 25th edition of Automobile Facts and Figures, in 
1948. This bill totals 4,782 pounds of assorted materials, including 697 pounds 
of iron, 3,385 pounds of steel, 54 pounds of copper, 36 pounds of lead, 25 pounds 
of zinc, 67 pounds of cotton, 67 pounds of paper products, 171 pounds of rubber 
products, 81 pounds of paint, and various small amounts of some 2 dozen other 
animal, vegetable, and mineral materials. The Automobile Manufacturers Asso- 
ciation has not published a revised bill of materials for more recent models of 
automobiles. 

By applying prices to these various quantities of materials, it is possible to de- 
rive rough estimates of the dollar value of materials cost per car. The principal 
shortcomings of this method of estimation are as follows: (1) The automobile 
companies undoubtedly pay for most materials somewhat lower prices than the 
market quotations reported by the Bureau of Labor Statistics or published in the 
commercial press; (2) Since 1943 important changes have taken place in the size 
and similar qualitative characteristics of the typical passenger car; and (3) 
For some materials utilizable price information is simply not available. 

The first limitation obviously has the effect of causing the computed dollar 
figure to overstate the actual materials costs; the others would have the opposite 
effect. 

No adjustment has been made for the first factor, but efforts have been made 
to adjust for the other two considerations. Thus, the glass estimate makes al- 
lowance for the shift from flat to curved glass in windshields and rear glass 
panels. Similarly, the amount of steel consumed has been increased by the per- 
centage increase in the deadweight of the average car. It is recognized that 
other adjustments of the same general type should undoubtedly be made, but 
statistical bases for so doing are unavailable. Whatever understatement of the 
materials costs exists, arising from the inability to make such adjustments, is 
undoubtedly offset in all or in considerable part by the ability of the automobile 
companies to secure more favorable prices than those publicly quoted. The 
inability to make allowances for all the changes in size etc. has, of course, 4 
greater effect on the use of the data to indicate the absolute level of materials 


costs than on its use to show changes in materials costs from one year to the 
next. 
















Material 



























Molybdenum 

Nickel 

Silver 

Tin 

Tungsten 

Vanadium 

Zine 

Asbestos 

Asphalt 

Glass, in safety 
glass 

Glass, other 






















Mica 

Cork 

Cotton 

Hair 

Jute 

Leather 

Paper products 

Rubber compound 
Crude rubber 
Reclaimed rubber 
Synthetic rubber 
Fillers 

Carbon black 

Zine oxide 


lbs. 


Iron 696.66 
Steel 3385.38 
Antimony 1.39 
Aluminum 3.78 
Cadmium 047 
Chromium 5.56 
Copper 54.49 
Lead 35.64 
Magnesium -010 


117 
1.85 
005 
2.88 
008 
.0029 
25.51 
3-45 
30.52 


81.21 ) 
24.75 ) 


116 
929 
66.80 
-627 
18.18 
2.664 
61.27 


83.36 
33.38 

ell 
55-73 

















EMJ 
S&P 
BM 
A 
ENR 
USFS= 


Asbestos 


ueuuhal 





Source of Bill of Materials: 
Note: BLS = Bureau of Labor Statistics 
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The bill of materials was priced for each year from 1953 through 1957, and 
the most recent quotations available were used for an indication of the ist 
quarter 1958 prices. Most of the quotations were taken from the wholesale 
prices reported by the Bureau of Labor Statistics. Others came from the Amer- 
ican Metal Market, the Journal of Commerce, and the Oil, Paint and Drug Re- 
porter, all standard sources. Glass prices were estimated from information ob- 
tained from a glass dealer. 

The total computed cost of the bill of materials for 1957 was $497 and for the 
1st quarter of 1958 is $494 per “typical passenger car,” a reduction of $3, or 
.6 percent. The comparable 1954 computed cost was $425. 

The labor costs of making parts and assemblies from these materials, and of 
assembling them into a complete automobile, is the subject of a separate memo- 
randum. 

An unknown amount should be added to the cost of the bill of materials for 
fabrication in industries outside the automotive field. Tires constitute the 
principal exampie in point. Even if an allowance of $50 is made for converting 
raw materials into auto components in other industries, the total bill of mate- 
rials would be approximately $547 per car in 1957, and $544 in 1958. Allow- 
ing $45 for outside fabrication in 1954, the total materials cost that year would 
bave been $470 per car. 

Only a few items have been left out because of inability to locate suitable 
prices: vanadium, less than .03 pound; asbestos, 34 pounds; mica, less than 
2 ounces; cork, less than 1 pound; and hair, 10 ounces. It is unlikely that these 
would amount to as much as $5 in total. 

The only three other obvious major changes in the bill of materials from pre- 
war to the present are in the great increase in chromium, the shift from natural 
to synthetic rubber, and in the shift from flat to curved glass. Tripling the 
amount of chromium would add about $15 to the computed cost of the car in 
1958. Using synthetic instead of natural rubber would lower the cost $2 to $3. 


The estimate for glass was based on the use of curved glass, so no further ad- 
justment is indicated. 


All is, about $555 per car. 


Survey RESEARCH CENTER, UNIVERSITY OF MICHIGAN 
CONSUMER ATTITUDES AND INCLINATIONS TO BUY, DECEMBER 1957 


A survey of consumer attitudes and inclinations to buy was conducted by the 
Survey Research Center of the University of Michigan in the second half of 
November and in December 1957. A nationwide cross-section of about 1475 
adults, selected by probability methods, was interviewed. Similar surveys have 
been conducted 2 or 3 times a year since 1951. 


HIGHLIGHTS 


Concern about the business outlook as well as about their personal financial 
Situation has grown during the past 6 months among American consumers. A 
substantial proportion of the American people have heard unfavorable economic 
news of late. This information has given rise to worries and feelings of uncer- 
tainty and has lowered consumers’ inclinations to purchase houses and auto- 
mobiles. 

A previous survey of consumer sentiment, conducted by the Survey Research 
Center in June 1957 when personal income was at a peak, already showed a 
decrease in consumer optimism from earlier levels. 

The December 1957 survey confirms this trend and points to a further weaken- 
ing of consumer confidence. At present consumers in all major income groups 
express themselves less favorably than a year or two ago about their persona! 
welfare and prospects, the national business situation, and market conditions. 

In a sense the very high level of consumer confidence and satisfaction which 
prevailed in 1955 and 1956 accounts for the magnitude of the deterioration in 
consumer sentiment over the past year. 

A year ago about 3 out of 4 consumers thought that 1957 would be a “good 
year”; today fewer people, but still more than half, believe that on the whole 
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times will be “good” in 1958. Most of the attitudinal indicators are still some- 
what above the level which they registered during the slight recession of 1953. 

Further reassurance may be derived from the finding that in the opinion of a 
substantial proportion of consumers the recession is something which has already 
occurred rather than a prospective or threatening development. 

Pessimistic expressions occurred more frequently in reply to questions which 
called for a comparison of present conditions with those prevailing a year ago 
than in answers to questions about people’s expectations. 

By far the most common expectation is that business conditions a year from 
now will be about the same as they are today. 

Furthermore, there are ample indications in the survey that the recent decline 
in the level of consumer optimism and confidence is due more to unfavorable 
economic news than to adverse personal experiences. 

However, recession is not the only thing that worries consumers. Complaints 
about high prices and high expenses appeared very frequently in late 1957. 

With income trends somewhat less favorable than in 1956, the burden of higher 
prices may be more acutely felt than a year ago. The judgment that the pres- 
ent is a “bad time to buy” cars, houses, and household goods increased in fre- 
quency during recent months. 

Many people argue that “prices are too high” and some say that “‘times are 
too uncertain” or that “people can’t afford to buy these days.” 

Yet in 1957 there was no increase in the proportion of people expecting further 
price increases. To be sure, the largest proportion of consumers expect prices to 
rise a little over the coming year, or the next 5 years but this proportion rose in 
1956 rather than in 1957. 

Changes in the frequency of expressed intentions to buy cars and houses are 
fully consistent with changes in attitudes toward personal finances and the eco- 
nomic outlook. Plans to buy new cars are somewhat lower than either in late 
1956 or 1955 and much lower than 3 years ago. 

Plans to buy used cars, which showed an upward trend in 1956 and the spring 
of 1957, have declined somewhat more than those for new cars. 

Plans to buy houses were expressed by a relatively small proportion of fami- 
lies in late 1957 and show a decline from the year-ago level. It is in connection 


with house buying that the argument that the business and employment situa- 
tion are “too uncertain” appears with particular frequency. Plans to buy house- 
hold appliances and to make improvements and additions to houses have not de- 
clined over the past year; but these intentions had already fallen during 1956, 
and for the appliance industry the year 1957 was not a favorable one. 
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[From Business Week, July 27, 1957] 
Fiat TIRE ON THE BANDWAGON? 


Michigan’s Survey Research Center finds the consumer’s confidence is well below 
its peaks. Actually, he’s still fairly sanguine about his own personal prospects. 
It’s general business that he views more dimly. His spending plans, the re- 
searchers say, indicate we are in for a period of “cautious and moderate” 
outlays. 

Marketing men won’t care for the latest reading of the consumer's pulse, shown 
in the chart above. The index of consumer attitudes and buying intentions, made 
by the survey research center of the University of Michigan on the basis of its 
May-June survey, registered an 8-point dive from the score of late 1956. In fact, 
you may have to go back to June 1954, to find a lower indicator than the current 
104.1. 

The researchers in this privately financed interim survey (as differentiated 
from the semiannual surveys made for the Federal Reserve) point out that the 
newest index is considerably above the lows of around 93 in late 1953 and early 
1954. The current score is low only if you compare it with the peaks. But the 
surveyors believe the determined droop at today’s end of the scale is significant. 
The direction, rather than the degree, is what counts. If the index means what 
it appears to mean, the researchers say, we are in for a period of “cautious and 
moderate expenditure.” The index doesn’t suggest any strong upsurge of buying 
in the last half of this year—an upsurge that the durable goods industries, in 
particular, are hoping for to offset a first half that disappointed expectations. 


I. The findings 


Occasionally in the past, the components of the index have pointed in different 
directions—some up, some down. This time, they almost unanimously point in a 
downward direction, though some sag only slightly (charts, pp. 55 and 56). 

In 1955, when the index was high, more than half of the consumers surveyed— 
55 percent—thought it was a good time to buy household goods and clothing. To- 
day, slightly less than half—47 percent—think so. And the number of people 
who figure it’s a bad time to buy has crept up a bit, from 17 percent last winter to 
20 percent. 


While the center doesn’t publish its findings on intentions to buy specific items, 
it does report that intentions to buy cars run ahout the same as a year ago. And 
the used-car market, which showed good potential strength last winter, has 
gained more momentum than the new-car market. Plans to buy major house- 
hold appliances crop up less frequently this time. So do plans to buy houses. 
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THE WORRIES: MORE GENERAL THAN PERSONAL 


Split attitude: The researchers uncovered an unusual development in the 
survey just ended. When the consumer considered his own financial situation, 
he was only a little less optimistic than before. When he looked at the state of the 
business situation generally, he felt far less optimistic. 

Thus, it’s true that the percent who feel worse off than a year ago has increased 
measurably—from 17 percent last winter to 24 percent today. But the ratio of 
those who feel better off holds even at about a third (down somewhat from the 
36 percent of October 1955). 

Again, when they look ahead, the percentage of those who expect to be worse 
off is up some—from 6 to 8 percent. But those who expect to be better off per- 
sonally are at least as numerous as last winter. 

The easiest explanation for this relatively steady confidence in their own 
future arises quite simply from the fact that incomes are still rising. 

General business: When consumers look at the general business picture, they 
tell a different story. Only 21 percent feel that business conditions are better 
than a year ago; in late 1956, 28 percent felt so. On the other hand, the 
proportion who think business is worse jumped 12 points—from 138 to 25 percent. 
Those who expect business conditions to improve in the next 12 months now 
count only two-thirds of those surveyed. Last time, three-fourths of them felt 
optimistic on this score. Conversely, the percentage who expect things to dete- 
riorate has doubled—from 5 percent last winter to 11 percent now. 

A good measure of the consumer’s overall mood is his expectation of good times 
for the next 5 years. This index rose steadily from 16 percent in October 1953 
to its peak last November of 40 percent. Now it has fallen sharply. Only slightly 
over a fourth—28 percent—expect unqualified good times for the country as a 
whole. Meanwhile, those who expect unqualified depression and widespread 
unemployment doubled—from 8 to 15 percent. 

Why, when the consumer feels fairly optimistic about his own future, does 
he feel so much less secure about the state of the economy? 

Assorted worries: Interviews brought out this fact: Almost 50 percent now 
admit that they or people in their communities do have worries. Mostly they 
worry about unemployment. Some 15 percent mention this as against 9 percent 
in late 1956. They worry about high expenses and the adequacy of their in- 
comes—but this worry has affected only some 10 percent, and it hasn’t increased 
over the last 6 months. 
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3 He is keenly aware of 
rising prices, and expects 
more price hikes 


Oote Survey Research Center, Michigan 


So fewer con- 
sumers think now 
is a good time to 
buy 
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Concern about inflation has increased. About 438 percent think that prices 
have gone up since the first of the year. That’s an 11-point rise since the last 
survey. Nearly a fifth of consumers say it is a bad time to buy cars and house- 
hold goods because prices are so high—a finding that is somewhat offset by the 
fact that at least as many others think tradein allowances and discounts, or a pos- 
sible lowdown in price gains make it a good time to buy. 

Another unexpected finding is the leveling off in the number who expect more 
price rises. A good many—41 percent—still look for higher prices, but this has 
held steady for the past three surveys. 

Hopeful sign? Since so many people cited high prices as meaning it is a bad 
time to buy, this leveling of expectations of more rises in the future could turn 
out to be a hopeful sign. 

The center believes that much of the overall lag in confidence arises from the 
news and from what consumers hear from friends. Word of plant shutdowns in 
some industries, slowdowns—with less overtime pay—in others gets around even 
if those surveyed seemed to suffer little from these happenings themselves. 

It may well be that when prosperity has become a fixed habit, sporadic bad 
news catches the consumer’s eye. 


II. Is it true? 


The marketer who takes the survey findings to heart is bound to find this 
latest report a bit depressing. 

The question is how seriously to take the findings. 

The survey research center has never claimed that expressed intentions to 
buy are the same thing as future sales. 

But it makes a case for the theory that its index of attitudes often spots the 
bent of the market before the fact. 

The index includes buying plans, feelings about the personal situation and the 
economic situation, both past and to come. 

The long view: Taking the index from its starting point, you get a climb in 
early 1953. 

At the same time, sale of durable goods had already begun to climb, so you 
might argue that the index was merely reflecting the current picture. But that 
climb did point to more sales, and durable goods held at a fairly high level till 
the fall of 1953. 

By August 1953, while income had been rising slowly, durable goods had begun 
to drop. And in the fall of that year the consumer index plummeted to a new 
low of 93 (1952 equals 100), and sagged another point in early 1954. From this 
you could expect a relatively low level of sales—which is just what you got till 
late 1954. 

Then, though the consumer had no sharp boost in disposable income to elate 
him, the index shot up sharply in June 1954, 6 months before durables rocketed 
up in their breathtaking climb of 1955. The index kept on soaring, though by 
June of 1955 its rate of climb had slowed a bit. It was in August 1955, that 
durables began to come down off the summit—thanks mostly to the sour per- 
formance of the 1956 car models. You could argue from this that it was not the 
consumer who failed the market but the market that failed an eager consumer. 

The index came to a peak in October 1955, and thereby failed to predict the 
continued downtrend in durables that hit bottom early the next year. The early 
1956 droop in the index merely paralleled what was already happening in the 
market. Again, in June 1956, when the index fell still further despite the con- 
tinued income rise, it failed to match the upswing in sales in the last half of 
the year. The sharp rise to a new peak of confidence in late 1956 again went 
along with, rather than preceded, the last-half pickup in durables. 

Thus, while the index sometimes beats the market, it doesn’t always do so. 
But it has been right often enough to merit some consideration as a predictor 
of sales. 

Checking back: In the past 2 years, the survey research center has been test- 
ing the validity of its findings in another way. A grant from the Ford Founda- 
tion has enabled it to reinterview at 3 separate times some 800 of the 1,156 
families it interviewed in June 1954. The object was to see whether initial atti- 
tudes or attitude changes, as measured by the index, had a bearing on consumer 
spending in the following months. 

The center divided consumers into those who were initially pessimistic, those 
who were initially optimistic, and those who were half way between. It sorted 
them out by income so that it could compare subgroups of the same income level. 
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Results of this study are still in the works, but the center has come to some 
tentative conclusions. 

Effects of attitudes: Briefly, it found that initial and changing attitudes in 
the year following June 1954, had a substantial effect on outlays during that 
year—beyond what income changes might lead you to expect. It found that the 
optimists consistently bought more than the average, that the pessimists cou- 
sistently bought less in the six months following. 

But in the 6 months from June 1955 to December 1955, the researchers found 
no significant effect from attitudes alone—only those results that the changing 
income picture would point to. 

For the time being, then, the center has concluded that sometimes income trends 
are enough to explain or to suggest what will happen, and sometimes you need 
more. Their prize example of the index’s achievement is the year 1954. At 
that time the income growth was the slowest in recent years, yet attitudes 
were shooting skyward—and 1955 was a boom year by any count. Then, in 
1955, incomes picked up far faster than the year before, yet attitudes leveled 
off—as did 1956 buying. 

Tiny sample: The center’s experts have a couple of possible explanations 
of why their findings work better at some periods than at others. The number 
of pessimists had shrunk from one-fourth in mid-1954 to a tiny one-tenth 
in 1955. This meant an abnormally small sampling of pessimists. Since they 
were such a minority it’s conceivable that they were rather special cases tem- 
peramentally, people whose behavior would in no case be typical. The problem 
of assessing attitudes is easier when the groups are evenly divided. 

The center has its doubts as to the effectiveness of the reinterview method 
of testing. On the face of it, no test could be more direct: Did the people who 
felt like buying actually buy? But when you go back again and again to 
the identical consumers—and not too large a sample—your findings may be 
distorted by what happened in individual cases. An unexpected sickness, a 
new baby, and the like could upset a family’s spending plans. When you plot a 
time series of the attitudes of different people against a time series of the course 
of the economy—the “aggregative test’—these individual differences wash out. 

Too infrequent: The surveyors are working against one fundamental difficulty, 
too. A survey that takes place only twice a year is not a precise instrument. 
It may not catch just the moment when a wholesale change in attitude took 
place. 

Another problem is what components to include in the index. Lately, the 
questions on buying intentions have been broadened to include some of the 
newer appliances as well as the old standbys such as refrigerators. Since prac- 
tically everyone nowadays has a refrigerator, limiting questions to the older 
appliances may not catch the true story. Some of the researchers feel that 
the questions on buying intentions may reflect seasonal factors too strongly. 
Thus, if you exclude buying intentions from the November-December, 1956, 
index, you would have a leveling, not a peak, in confidence. 

Of the basic value of its approach, the center has no doubt. You must take 
attitudes as well as income into account—and the two don’t always jibe. The 
problem is to find the index that comes closest to reflecting the consumer’s true 
frame of mind. The survey research center has confidence enough in its present 
index to continue it for perhaps another year or so. By then it may be ready 
for some major revisions. 


[From the Wall Street Journal of December 36, 1957] 


CurTICE Prepicts 1958 Auto Sates Witt Trai 1957—GM Presipent Says RATE 
Is Now 5,500,000 ; Tres BusINnEss Lac To Low CONFIDENCE 


DEMANDS OF UNIONS ASSAILED 


By a Wall Street Journal Staff Reporter 


Detroit.—Harlow H. Curtice, president of General Motors Corp., said new-car 
Sales are now at an annual rate of 5,500,000—exclusive of imports—and “it ap- 
pears likely that 1958 domestic retail sales * * * will be somewhat lower than 
the 1957 total of approximately 5,800,000 units.” 

In a special year-end statement, Mr. Curtice indicated a general decline in 


confidence on the part of both business and consumers is to blame for the lagging 
business pace. 
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“For various reasons,” he said, “confidence at present seems to be somewhat 
shaken and an attitude of caution appears to prevail. This can have a substan- 
tial effect on the level of economic activity.” 


Intense competition forecast 


Intense competion will mark the auto industry again in 1958, Mr. Curtice pre- 
dicted. Even if the current sales rate is indicative of the final results for the 
year, he said, “it would still represent a good volume of business for the indus- 
try.” And the General Motors president added: “The picture would improve 
should an upturn in business in the second half materialize.” 

The role to be played by public confidence—which Mr. Curtice called the “all- 
important factor in the business picture’—makes the 1958 outlook difficult to 
appraise at the present time, he said. 

“While consumer and business spending have been at record levels, both have 
eased off somewhat in recent months. This trend may well continue for the 
first half of 1958,” Mr. Curtice stated. ‘Both other factors—notably the recent 
Federal Reserve Board action in lowering the rediscount rate, and the expectancy 
of increased expenditures for defense—may result in an upturn during the second 
half of 1958. Taking all factors into consideration it is my belief that on balance 
1958 can be a year of good business generally.” 


A swipe at the UAW 


Directing his attention to the auto industry, Mr. Curtice noted the effect of 
confidence can be even more pronounced in such a durable-goods industry. He 
took what was apparently a swipe at the AFL-CIO United Auto Workers when 
he added: “I am convinced that an important reason for the erosion of public 
confidence is to be found in mounting worry over inflation—rising prices and the 
declining value of the dollar.” 

The publicly announced demands of “certain labor unions,” the General Motors 
chief executive said, are of grave concern. “Union leadership, while professing 
to be disturbed over rising prices, has indicated it will exert all the pressure of 
which it is capable to enforce its demands. Should it succeed, there can be no 
doubt that the wage-cost-price spiral would be given another major upward 
push,” he added. 

Mr. Curtice cited “authoritative studies (which) have shown that postwar 
rounds of bargaining in industry after industry have pushed wages and benefit 
plans’ costs substantially ahead of the Nation’s productivity gains.” This, he 
said, has been a major factor in recent inflationary trends. 

“If we, as a people, are forced still further along this dangerous path, the 
economic consequences will be very serious,” Mr. Curtice warned. 


Union’s reply 


Commenting on Mr. Curtice’s statement, Leonard Woodcock, United Auto 
Workers vice president and director of the General Motors department, said Mr. 
Curtice’s “somewhat grim look at the American economy in 1958 has been taken 
without once recognizing the simple fact that a healthy economy demands mass 
sales of items at prices consumers can afford to pay. 

“So long as America’s giant corporations including most particularly the 
General Motors Corp., continue to increase their prices to higher levels, confi- 
dence will continue to decrease, thousands more workers will be left without 
jobs, production will shrink, and the ‘short-term uncertainties’ which Mr. Curtice 
blithely refers to will become long-term realities,” he said. 


GENERAL Motors DIEseL LOcoMOTIVES 
Statement by C. R. Osborn, Vice President, General Motors 


In 1928 Mr. Kettering was engaged in experimental and research work in the 
diesel-engine field with a view to developing a two-cycle engine. This was & 
natural extension of internal combustion power research that had been one 
of the principal activities of the General Motors research operation since its 
formation. 

While the diesel principle of compression ignition was accepted almost as 
early as the gasoline engine, the early diesel engines were heavy, cumbersome, 
and sluggish. These product characteristics were generally accepted as being in- 
herent in the application of the principle of diesel power. 
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Mr. Kettering thought otherwise. It was his opinion that diesel engines then 
in operation—to the extent that they were replacing steam engines—were de- 
signed according to steam-engine practice and built by steam-engine standards. 
As he expressed it, no one was interested in seeing how a diesel wanted to be 
built. He was convinced that it was possible to develop a lightweight diesel 
engine—the objective being twice the work at half the cost. 

Mr. Kettering concentrated on a two-cycle design. By 1930 sufficient progress 
had been achieved to indicate successful accomplishment of the ultimate objective. 

About that time, General Motors was afforded the opportunity of acquiring the 
Winton Engine Co., which was engaged in the business of producing four-cycle 
diesel engines of its own design for marine applications and gasoline engines for 
rail cars. Its operations had been profitable and its facilities were apparently 
adequate for its purposes. However, it was not tooled up for quantity produc- 
tion. In addition, the Winton management recognized the need for advancing 
the state of the art, of diesel design to broaden the fields of application. But 
under then existing conditions, Winton was in no position to undertake the 
major expenditures required for long-term research and expansion without any 
certainty of return. 

WINTON ACQUIRED 


In view of these factors, and the recognition of them by Winton management 
and stockholders, the company was available for purchase. General Motors, on 
the other hand, had progressed sufficiently with its two-cycle diesel development 
to be interested in developments in the diesel engine industry and in an available 
medium for application to commercial needs of the engines being designed and 
developed by Mr. Kettering and his staff. In this background, negotiations were 
entered into and resulted in the acquisition of Winton by General Motors. 

Shortly thereafter, Electro-Motive Co. became available. This company had 
been designing, selling, and servicing gasoline-powered rail cars. The company 
was not a manufacturer. Winton furnished the engines, the remaining com- 
ponents being acquired from other suppliers. The complete product was assem- 
bled by the car builder at the latter’s plant. In the early twenties this company 
operated successfully and profitably. In the late twenties as the price of gasoline 
increased, gasoline-powered rail cars lost their economic edge over steam en- 
gines in the short-haul rail traffic field. Small diesel locomotive engines or switch- 
ing engines had also come into the field. At the same time the need for higher 
powered engines for railroad traffic became increasingly more apparent. Diesel 
power appeared to be the only answer. 

Electro-Motive lacked the required research, engineering, and financial staffs 
to undertake development work in this field. However Electro-Motive had ex- 
prience with the technical aspects of applying internal-combustion power to rail 
transportation. It had a business experience and working relationship with Win- 
ton Engine Co. over a period of years, including the months following the acquisi- 
tion of Winton by General Motors. With this background and the common 
interests and objectives of the parties, the acquisition of Electro-Motive by Gen- 
eral Motors was a natural result. 


RAILROADS SHOW INTEREST 


By 1933, the corporation’s development of the two-cycle diesel engine had 
reached a stage which justified the experimental use of these engines for furnish- 
ing power for a Chevrolet model assembly plant at the Chicago World’s Fair. At 
this time, after 4 years of depression, 55 railroads were in receivership. These, 
as well as all other railroads not in receivership, were faced with the problem 
of one their earning position through stimulating traffic and reducing 
costs. 

At about that time the Chicago, Burlington & Quincy Railroad Co., which, 
incidentally, was not in receivership, decided to install this new two-cycle diesel 
engine as the motive power for a newly designed streamlined train. On May 
26, 1934, this new streamliner made its dawn-to-dusk run from Denver to 
Chicago in 13 hours, 10 minutes at an average speed of 77.6 miles per hour. 
Thereafter, additional engines were built at the Winton plant, and the two-cycle 
diesel engine became a factor in the locomotive field. In 1935, General Motors 
decided to erect a factory at La Grange for the production of locomotives, the 
engines still being supplied from the Winton plant. The first locomotive was 
delivered from the La Grange plant in 1936. 
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While the new business was launched, it still had its problems and its obstacles. 
Piston and cylinder-head failures presented such serious problems that beds 
were installed in the first locomotives so that servicemen could ride them around 
the clock and keep them in operation. Historically, railroads had bought cus- 
tom-built locomotives equipped with different and distinctive devices. No two 
locomotives were alike. This long-established custom or practice was in direct 
conflict with the principle of standardization which was necessarily a funda- 
—- policy of this new enterprise if it was to attain the success designed 
or it. , 

Our competitors in the locomotive field, in promoting their own products, did 
not overlook our frequent product failures in those early days. The dominant 
position of the steam locomotive in the railroad industry and the investment 
therein, as well as in shop and repair facilities, were important negative factors 
in the consideration by the steam-locomotive manufacturers of a venture into 
the manufacture and sale of the diesel-engine locomotive, an unproven revolu- 
ene product—particularly with many of the potential customers in receiver- 
ship. 

As time passed, sales resistance declined and the merits of the diesel engine 
acquired greater recognition, with the result that constant expansion of facilities 
was necessary to meet the demand for the product. In 1938, manufacturing 
plants were erected at La Grange for the production of diesel engines and elec- 
trical equipment. 


DIESEL VERSUS STEAM 


Looking back after the many years diesel locomotives have been in service, the 
advantages of diesel power as compared to steam power, for locomotives, are 
obvious. The record speaks for itself. But in the early years of the diesel- 
locomotive industry, it was necessary to dramatize these advantages even to 
prospective customers who were not steam-engine-minded. 

Among other sales tools, a method of selling was developed and is in use today, 
ealled an economic study. Based on the performance record of diesel-electric 
locomotives of all types that were in service, it was possible to project the 
economies and return on investment of replacing all steam power with diesel- 
electric equipment. These studies became the standard method of selling in 1946, 
because a return on investment of upward of 30 percent per year could be shown 
in comparison with steam operations. 

Two of the direct economies effected through the use of diesel locomotives are 
in fuel consumption and repair costs. In 1947, according to the Interstate 
Commerce Commission reports, the total fuel bill for steam locomotives was 
about $582 million for coal and fuel oil combined. Had the work performed by 
the steam locomotives then in operation been handled by diesel locomotives at the 
same cost recorded by diesels then in operation, this fuel bill would have been 
more than cut in half, with resulting savings of $340 million. 

During the year 1947 the railroads spent $527 million on the repair of steam 
locomotives. Based on the maintenance and repair costs of diesels then in service, 
40 percent of this amount, or $210 million, could be transferred from operating 
expense to earnings by complete dieselization. The combined savings in fuel and 
repair costs for the year 1947, if the railroads were then completely dieselized, 
would have totalled $550 million. 

When it is recognized that the total earnings of all railroads in 1947 was 
$1,078 million before taxes, the magnitude of that possible $500 million saving 
ean be realized. In addition, other savings recognized at that time as being 
possible through complete dieselization of the railroads would have resulted from 
the elimination of coal handling, water towers, ashpits, roundhouses, expensive 
back shops and reduced maintenance-of-way expense. 


OTHER DIESEL ADVANTAGES 


? 


Further comparing the performance of diesel locomotives and steam locomo- 
tives, there are other advantages or savings, in some respects intangible and in- 
direct. One of the outstanding characteristics of the diesel locomotive is its 
reliability—the habit of the diesel passenger locomotive of delivering passengers 
at their destination on time. In addition, with these diesel locomotives, greatly 
increased speeds and shortened time schedules are possible. Cleanliness and 
the freedom from smoke, cinders, and dust are taken for granted by passengers 
today. Train starts are smoother, and the ride is more comfortable. 

Similar advantages result from the use of freight diesel power. With high 
initial tractor effort, starts are smoother and heavier tonnage can be pulled at 
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higher speeds. One of the largest steam locomotives ever built, rated at 7,000 
horsepower, regularly pulled 3,300 tons over the Ogden-Green River run. A 
6,000-horsepower Electro-Motive diesel pulled 4,500 tons over the same route and 
with the same time schedule. Diesel-electric freight locomotives average 10,000 
to 12,000 miles per month as compared with steam-locomotive averages of about 
8,000 miles per month. Major repairs of diesel locomotives are infrequent, where- 
as steam locomotives required a 30-day major overhaul every year. Freight 
trains are moved by diesel power at a nationwide average of 25 miles per hour, 
compared with the steam-locomotive average of 16 miles per hour. The rela- 
tively smoother operation of a freight train moving under diesel power is im- 
portant when you consider that in the 1940’s the railroads’ annual bill for dam- 
aged lading exceeded $100 million. 

All of the foregoing advantages contribute importantly to earnings from both 
passenger revenue and freight revenue through, first, reduced operating costs, 
and, secondly, increased revenue by reason of improved service. Although we 
have had unreserved acceptance of diesel locomotives by the railroad industry 
for the past several years, product improvement by Electro-Motive division has 
continued and even accelerated in recent years. 

The prewar Electro-Motive diesels of the 1936-44 period, although still in use 
and apparently rendering satisfactory service, are, in fact, obsolete. A piston 
in a 1938 Electro-Motive diesel engine had a useful life of about 75,000 miles. 
Today, the same sized replacement piston has a life of 1 million miles. It also 
costs less than the 1988 piston. A 1988 motor required rewinding every 300,000 
miles. Today, traction motors are running over 1 million miles without rewind- 
ing, and their ultimate life is, as yet, unknown. The first freight locomotive built 
in 1940 had a 5,400-horsepower capacity. A freight locomotive of similar charac- 
teristics built by Electro-Motive division today has 7,000-horsepower and has 35 
percent more tractive effort than its prototype. 


IMPROVEMENT CONTINUES 


In fact, improvement in performance through the years has been so rapid that 
it has kept pace with the rising cost of service and maintenance. Blectro-Motive’s 
diesel engine of today operates at approximately the same cost per mile as the 
earlier diesel electric, in spite of the shrinking purchasing power of the dollar. 
In addition to incorporating improvements in current production, all of the basic 
improvements can be applied to diesel electrics produced in earlier years, when 
they require substantial repairs. Thus, an old diesel electric can be rebuilt and 
upgraded at substantially less than the cost of a new locomotive, and the rebuilt 
locomotive will actually be better than when it was a new product. 

The research staff of General Motors Corp. did not discontinue its efforts after 
it had developed the two-cycle diesel engine. The unit injector has been refined 
and further developed to satisfactorily handle lower grade fuels. The research 
staff developed detergent additives for lubricating oils necessary with the in- 
crease in horsepower in diesel-electric engines. A mechanical! filter for lubricat- 
ing oils developed by research will improve locomotive operations and reduce 
lubricating-oil cost. A technique for making dies by shell-mold casting, developed 
by research, is being used by Electro-Motive in its manufacturing processes, as 
are also chrome-plating techniques for cylinder liners and piston rings. Develop- 
ments for the future, in the area of free-piston gasifier, turbine, and nuclear 
fields, the possibilities of which cannot now be foreseen, are being studied and 
investigated by the research staff. At the same time, continuous use is made of 
research testing facilities in Electro-Motive’s engineering study of new materials. 

During these hearings it has been stated in some instances and inferred in 
others that General Motors has reached and enjoyed a predominant position in 
the diesel-locomotive field by:-reason of any one or a combination of the following 
advantages: 

1. The use of General Motors traffic volume to force its diesel power on the 
railroads and to sustain a dominant competitive position. 

2. General Motors enjoyed an unfair advantage during World War II under 
the War Production Board material-allocation regulations. 

3. By the end of World War II, General Motors, because of the great number 
of its locomotives owned by the railroads, possessed an advantage through the 
Standardization on one product for the railroads, which was an insurmountable 


obstacle to its competitors in the sale of their new, postwar, diesel-locomotive 
models. 
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4. General Motors’ predominance of the market after World War II, when all 
builders offered a complete line of diesel locomotives, resulted from the above 
factors, and not from the product superiority or the services rendered the rail- 
roads by General Motors. 

It is an amazing fact that 2 of the largest builders of locomotives—each 
having been in the business more than 100 years and between them having 80 
percent of the business—should have been supplanted by a newcomer with a 
new product. The significance of their position at any time during the con- 
tinued growth of the newcomer could not have been obscure to them. It would 
seem that these old steam-locomotive suppliers, with their intimate railroad 
associations, existing over scores of years, at the outset would have properly 
analyzed the requirements of the railroads and the merits of this new revolu- 
tionary type of motive power. Certainly, as time passed, they were in a 
position to evaluate the growing trend toward diesels by the railroads and to 
take proper action to protect the preferred position they occupied. 

In fact, their position at the time General Motors entered the railroad 
motive-power field with its diesel locomotives was so secure that they virtually 
enjoyed so-called captive markets with individual railroad accounts. At that 
time, each railroad standardized on one builder’s locomotive to such an extent 
that railroads were identified as accounts of specific locomotive suppliers. In 
fact, the working relationship between these companies was so close that in 
one instance (in 1939), one locomotive builder designed a new Mallet locomotive, 
advertised as the most powerful of its time, called the Yellowstone type. One 
demonstration unit was built and sold to a railroad which was one of the design 
builder’s historical customers. When a followup order for 11 units was indi- 
cated, all the design drawings, patterns, etc., were handed over by the design 
builder to another locomotive builder, who delivered the 11 locomotives to the 
historical customer of the design builder. 


THE RAZZLE-DAZZLE PRODUCT 


With such a situation, is it any wonder that they did not concern themselves 
over this new little producer with, as they termed it, his new razzle-dazzle 
product? 

To repeat, they were dominant in their field. It is a fair inference that they 
were so presumptuous as to believe that no newcomer could possibly upset their 
dominant position; they were large industrial companies; they had adequate 
facilities to design and build any type of locomotive that the railroads required, 
and they had the finances to carry out any program they desired. In fact, even 
after the construtcion of the first diesel-locomotive plant by General Motors at 
La Grange, Ill., their manufactuuring facilities were many times greater than 
this new facility erected by General Motors. 

And, most important, they were, and would have continued to be, satisfied to 
stay with the steam locomotive and to ignore the advantages of diesel-electric 
locomotion which, if not developed and promoted by some newcomer to the 
industry, would have been lost to the railroads and the country. 

This was the situation when General Motors brought out its new diesel locomo- 
tive product. General Motors produced the first diesel passenger locomotive in 
19384. From then through 1939 General Motors built 100 percent of the diesel 
passenger locomotives in the industry, having delivered and having in service 
some 130 units before the first competitor designed and built a diesel passenger 
locomotive in 1940. 

The first diesel freight locomotive designed and built by General Motors, com- 
posed of two units, was completed by Electro-Motive on November 19, 1939. It 
was in demonstration service on 26 United States railroads, operating in heavy 
freight service for 86,000 miles before being sold in November 1940. Thereafter, 
Electro-Motive did 100 percent of the freight locomotive business until January 
1946, when American Locomotive Co. produced its first diesel freight locomotive. 

Alco indicated by its statements before this committee that they introduced the 
first diesel switcher locomotive in 1924 while General Motors did not produce its 
first switcher until after the erection of its first diesel locomotive plant at La 
Grange, in 1986. Consequently, it would appear that they had an early advantage 
to properly determine the values of this new form of motive power. 
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OUR GREATEST ADVANTAGE 


In contrast with the reasons for General Motors’ dominating position, as 
stated by its competitors, actually the greatest competitive advantage the HPlectro- 
Motive division of General Motors enjoyed was the attitude of its competitors. 
When Mr. Kettering was being questioned by Senator O’Mahoney in a hearing 
some years ago regarding General Motors’ percentage of the diesel market, he 
replied that our greatest competitive advantage was our competitors’ belief, 
“That we are crazy.” 

Except for the diesel switcher locomotive, they initially placed no faith in 
the great potential value of this new form of motive power to the railroads. 
They believed that steam locomotives would remain supreme. Typical of their 
attitude are several speeches made by the principal executives of these two 
large manufacturers, 

The following are excerpts from a speech delivered by Mr. Robert S. Binkerd, 
vice president of the Baldwin Locomotive Works, before the New York Railroad 
Club in New York City on April 25, 1935: 

“Tonight, I propose, as far as our human frailty, will permit, to speak without 
prejudice. I think I am in a position to do so; and when I say this I say it not 
only on behalf of the Baldwin Locomotive Works, but on behalf of the three 
recognized locomotive builders in this country. Wach of us has the engineering 
brains and the manufacturing ability to build any kind of a thing that moves on 
wheels * * * we want to give that client sound and intelligent advice free from 
the fads and fancies of any given moment—advice that 10 or 15 years from now 
he will have been glad to have received and acted on. (Italic ours.) 

s ~ * . * ~ * 


“Today, we are having quite a ballyhoo about stream-lined, lightweight trains 
and diesel locomotives, and it is no wonder if the public feels that the steam 
locomotive is about to lay down and play dead. Yet over the years certain 
simple fundamental principles continue to operate. Sometime in the future, when 
all this is reviewed, we will not find our railroads any more dieselized than they 
are electrified. (Italics ours). 


. . 7 . * c. . 


“The speeds that are being made with these diesel stream-lined trains are not 
because of any fundamental characteristics of the diesel engine, but in spite 
of them. As I will develop shortly, a fundamental characteristic is a rapid loss 
of drawbar pull at speed, so that at 70 or 80 miles an hour a diesel locomotive 
can hardly exert one-tenth of its starting power * * *. Do I need to argue that this 
development cannot possibly be the means for general passenger service to the 
people of the United States? 


“Now let us move to the fundamental considerations which affect the use of 
diesel or steam power. As you look up to the upper lefthand corner of Slide No. 2 
you see the tractive force curve of a better diesel locomotive than has yet been 
built. We designed it but nobody yet has come forward to pay $400,000 or 
$500,000 which it would cost to build it. This diesel locomotive has the advantage 
of two 1975 horsepower engines that weigh only about 134 pounds per horse- 
power. It has the advantage of special and expensive electrical and mechanical 
equipment designed to overcome, as far as possible, that characteristic loss at 
speed of power delivered at the rim of the wheel. But notwithstanding all these 
things you see that at 80 miles an hour this diesel locomotive has hardly 15 per- 
cent of its original tractive force left. 

“When, on the other hand, we turn to the tractive force curve of the Northern 
Pacific 4-8-4 which we built last year, you will note that it has a tractive force 
at starting of only 70,000 pounds. But at 80 miles an hour is still has nearly 
one-third of its original tractive force; and in all the working speeds from 30 
miles an hour up it has a constant excess of approximately 8,000 pounds of 
tractive force. And lastly, note that this steam locomotive, which gives a bet- 
ter tractive force curve at all working road speeds, would be reasonably priced 
at not more than one-third of what it would cost to build the Diesel locomotive 
with which it is compared. 

“Therefore, the field of probable profitable application of the diesel locomotive 
4s pretty generally indicated at work speeds not exceeding 10 miles an hour. 
(Italics ours). 


* * * oa * * » 
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“But I also wish to point out with equal clearness that no one can predict 
with any certainty as to what the maintenance cost of a diesel locomotive may 
be over a life of 20 or 25 years. And I do wish to say unequivocally that there 
is not one scintilla of evidence to justify the claim that a diesel locomotive of 
equal weight on drivers can be maintained at a cost as low as that of a steam 
locotive of the same age after the first year or so. Everything points to the 
probability of a substantially higher maintenance cost for diesel locomotives 
than for equivalent steam locomotives of the same age. The only thing nobody 
knows is how much higher.” (Italics ours). 

+ z he = ~ a © 


It is important to note that the Burlington Railroad had placed in service its 
first diesel locomotive designed by General Motors approximately 1 year before 
this speech was made. 

On April 25, 1938, Mr. W. C. Dickerman, president of the American Locomotive 
Co., made a speech before the Western Railway Club in Chicago, excerpts which 
read as follows: 

“For a century, as you know, steam has been the principal railroad motive 
power. Jt still is and, in my view, will continue to be. (Italics ours). 

> a e a a e * 

“The possibilities of the diesel-electric locomotive are already fixed and known; 
they are as given above. Not so with the steam locomotive. 

“Although it is over 100 years old, it is still in the process of evolution, develop- 
ment, and perfection, is not the same as the steam locomotive of yesterday, 
and is rapidly adapting itself to the demand for high power and speed. 


“The diesel engine does not like to be overloaded and shows unmistakably 
its aversion by the behavior of pistons, piston rings, erhaust, etc., while the 
steam engine is not so fussy—it graciously responds to overloading * * * 
(Italics ours). 

“The old iron horse literally breathes fire and water. It likes a challenge 
from youngsters like the electric and diesel-electric, especially in the spring 
of the year. 

“Tt enjoys a race, is young for its years, simply will not be its age. 

“It has made more history than any other mechanical unit in existence and 
if it could talk, it might say, ‘You haven’t seen anything yet!’ 

“Yes, gentlemen, steam marches on!” 

It is significant to note that at the very moment the president of the American 
Locomotive Co. was advising the assembled executives of United States rail- 
roads before the Western Railway Club (April 25, 1938) that steam would be 
with us forever and diesel was but a passing fancy, Electro-Motive had General 
Motors locomotives operating on the following famous high-speed trains across 
the country: 

Burlington: Pioneer Zephyr, two Twin City Zephyrs, Mark Twain Zephyr, 
two Denver Zephyrs, Sam Houston Zephyr. 

Union Pacific: City of Portland, two City of San Francisco, two City of 
Denver, two City of Los Angeles. 

Santa Fe: Two Super Chiefs, El Capitan, San Diegan, Chicagoan, Kansas 
Cityan. 

Boston & Maine: Flying Yankee. 

B. & O.: Royal Blue, Abraham Lincoln, Ann Rutledge. 

Illinois Central: Green Diamond. 

Rock Island: Texas Rocket, Peoria Rocket, Des Moines Rocket, Kansas City- 
Minneapolis Rockets (two), and Denver Rocket. 

Nine years after Mr. Dickerman read diesel out of the picture, a later 
president of Alco sadly announced that Alco had ceased steam locomotive 
production and one of his vice presidents gave a statement to the press that 
they were “not intentionally going out of the steam locomotive business. It is 
simply a matter of demand. All orders and inquiries for new motive power 
from domestic railroads are for diesel-electrics.” 

All during this period, Baldwin, American, and Lima were building steam 
freight locomotives and even in 1946 were introducing new models of steam 
locomotives which they claimed would out-perform the diesel, as indicated by 
their advertisements. 

In 1933 one advertisement read: “We Go On Record—Steam has remained 
the dominating form of motive power throughout over 100 years of American 
railroading * * * factors which have kept steam the dominating power in 
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American railroading for over 100 years, will continue to keep steam the domi- 
nating power for railroad transportation for a long, long time to come.” 

Another advertisement of this same company, in the November 9, 1941, issue 
of the Saturday Evening Post, read in part as follows: “Horn or Whistie7— 
Diesel or Steam * * * which is the locomotive power for the job? We can’t 
tell—yet. We don’t know—now. We won't say—offhand.” 

Another manufacturer in the October 13, 1945, issue of Railway Age, had an 
advertisement picturing one of their steam locomotives and bearing the caption: 
“The Most for Your Dollar.” 

Again, on December 9, 1945, an advertisement of this same company, in 
Railway Age, bore the caption: “Steam Is Still Supreme.” 

On October 2, 1948, an advertisement of this same company appeared in Rail- 
way Age with a picture of a steam locomotive and the caption: “She, too, is 
truly modern.” 

These were the manufacturers who, the chief counsel of your committee said 
in his opening remarks, “* * * were the historical producers of diesel-electric 
locomotives.” These were the manufacturers who would have you believe that 
they were the leaders in diesel locomotive production but had lost position only 
because of unfair advantages accruing to, or taken by, General Motors. 

This then is the background of the competitive picture. 

Looking now to Electro-Motive, when we started diesel locomotive manu- 
facture, we established three firm policies: 


(a) We were determined to build a standardized product for sale to all 
railroads. 

(b) By cooperative educational effort we hoped to accomplish, together with 
our railroad customers, a complete change in railroad maintenance practices, di- 
rected toward keeping the iocomotive in constant service through a running 
maintenance program rather than follow the required steam practice of sending 
the locomotives at scheduled times to the back shop for a several months’ pe- 
riod of general overhaul. 

(c) We would not tolerate any discussion by anyone in our sales organization 
in connection with General Motors traffic or reciprocity arrangements. 

Referring to the above policies, it has been truthfully said that no two steam 
locomotives even of the same model were ever built exactly alike. The railroads 


issued the design specifications for locomotives and their mechanical departments 


assumed responsibility for such designs. They specified to the builders the type 
of boiler, firebox, steam cylinders, wheels, frame bed and, in many instances, 
the source from which the builder should buy these assemblies. Many railroad 
mechanical department executives had patents on designs and gadgets and in- 
sisted that they be used on their locomotives, regardless of their use by any 
other railroad. Standardization in steam motive power as such just did not 
exist. 

After the LaGrange plant was completed, we sought to sell our new passenger 
locomotive, to one of the country’s leading railroads. Their management had 
indicated they were prepared to buy some diesel locomotives from us. Their 
mechanical department in due course arrived at the plant with a large roll 
of drawings and immediately we were precipitated into a situation which, if ac- 
cepted, would destroy the basic concept of our design, manufacturing, and op- 
erating program. We were certain that our program of standardization, once 
accepted and established, would be of inestimable future value to the railroads. 
We were unsuccessful in our efforts and after a few days the railroad officials 
wrapped up their bundle of drawings and left our plant without placing an 
order. 

Some weeks later their operating vice president called Mr. Hamilton of Electro- 
Motive and inquired if some way couldn’t be found to reconcile our differences. 
Mr. Hamilton replied that it could not at the price of nonstandardization, but 
that we would undertake certain operating guarantees which if not fulfilled 
would permit the railroad to return the locomotive to us. This was accepted 
and the first important step toward standardization was assured. The railroads 
today give credit to General Motors for successfully initiating and retaining this 
standardization policy. , 

Running maintenance was approached on an equally thorough basis with @ 
continuous school in operation at our plant and two traveling maintenance schools 
visiting every railroad in the country using our power. Its success is measured 
by the degree of availability of the product—or, putting it another way, its con- 
tinuous usability in actual service, which throughout our diesel locomotive history 
has ranged between 90 and 95 percent, a level unheard of in any steam power. 
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THE CRUTCH OF RECIPROCITY 


Our position on traffic reciprocity, in the sale of our product, was firmer if 
possible than on any of our other original policies. In the first place, we could 
promise nothing. We had no control nor could we promise any preferred posi- 
tion for any railroad or for any other division of General Motors,.if for no other 
reason, because of our decentralized system of operation. Secondly, and of more 
importance to us, it was inevitable that we would be hurt most by any dependence 
on traffic for the sale of our product, because it would act as a crutch, would 
destroy the integrity of our effort, and would defeat us in our objective of 
deserving the confidence of the railroads on the sole basis of “Merit of product.” 
In fact, Electro-Motive Division never had, nor permitted its salesmen to have, 
information as to General Motors trafiic. 

Aside from these policies and considerations which are inherently sound and 
should be determinative of our sales policy, freight reciprocity would have boom- 
eranged. Electro-Motive sells and for many years had sold diesels to all major 
railroads and practically all other railroads. In addition, all railroads are poten- 
tial customers. Under these conditions, freight traffic given to one customer is 
freight traffic lost by another, This is no way to sell diesel locomotives to a 
customer or a potential customer. As between railroad traffic and truck traffic, 
the same situation applies for General Motors as a whole, since it is also in the 
business of making and selling trucks. 

During these hearings the committee counsel several times posed a question 
of this general character: “* * * I believe * * * it (General Motors) is the 
largest shipper of freight in the United States. Do you feel that that in any way 
gave it advantages in selling its locomotives over a company like yours, which 
do not have so much freight being shipped over the railroads?” 

Mr. Vanderbilt, vice president of Baldwin, replied: “Oh, I think that is true. I 
think we would be naive to assume that General Motors’ tremendous volume of 
traffic over the railroads does not have a profound influence on railroad purchas- 

” 

Again with Mr. Lewis, vice president of Alco, committee counsel] posed his ques- 
tion as follows: “Have you encountered in any way the problem of meeting the 
situation which has been referred to of General Motors being the largest single 
shipper by rail in the United States and thus being a customer of the railroads 
to whom it is trying to sell its products?” 

Mr. Lewis replied, “Well, I think with the size of General Motors, I think it is 
recognized that they must have a tremendous amount of traffic. It may be 
important in the placing of business. I think of it in this way—well, it is the 
facts of life that you might as well look at it in that I think that in the business 
world today you try to help each other.” 

It has been stated time and time again during this hearing that your com- 
mittee is interested only in getting the facts. Yet, has any one or all of the 
more than 100 railroad presidents responsible for the purchase of our locomotives 
been ¢alled to determine if traffic pressure has been discussed or used in the 
sale of General Motors locomotives? They know why they chose General Motors 
diesel locomotives and could give you the facts. We would welcome such an in- 
vestigation as broad as the committee wishes to make it. 


WAR PRODUCTION BOARD ORDERS 


It has been stated by our competitors during this hearing that General Motors 
received unfair advantage during World War II under War Production Board 
allocations. In this connection, the Aleo vice president who testified here stated 
that they had new locomotive designs completed in 1939 and 1940 but could not 
place them into production because of World War II Government regulations. 

The War Production Board directive which placed the locomotive business 
under Government controls was General Limitation Order L—97, issued April 4, 
1942, and signed by J. S. Knowlson, Director of Industry Operations. Thereafter, 
specific schedules of locomotive production were assigned to the builders by 
means of letters issued by the War Production Board under General Limitation 
Order L-97. The first letter, dated May 13, 1942, specified our production 
schedule from May through November of 1942. It was signed by Mr. Knowlson. 
It called for all types of engines—switcher, passenger, and freight—through 
August, and freight only for September, October, and November. The second 
letter dated November 25, 1942, gave us our schedule for the first 6 months of 
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1943. It was signed by Ernest Kanzler as Director General of Operations for the 
War Production Board. 

It provided no locomotive production for December 1942, or January and 
February 1943. It gave us a production schedule for locomotives only from 
March through June 1948. Subsequent schedules for Electro-Motive throughout 
the war period provided for freight locomotives only. 

Material allocations by Government regulation as noted above commenced in 
May 1942, at least 16 months after Alco’s new designs for freight locomotives 
were completed, as stated to this committee by Alco’s vice president—ample time 
to place a new locomotive in production had they felt so inclined. 

Actually, when World War II started General Motors was the only company 
with a proven freight locomotive in production. For this reason, we were con- 
fined to road freight power and all others were limited to the production of 
switcher power. 


What happened to our percentage of total business during the material allo- 
cation period? It was as follows: 


MOPB i sino So lin Ge. T" te a Be 53.1 

TO Seid  L 78.4 | 1048 7202 colt eaten: 40. 7 

Fg sk cL BoBC OSR ES PO) ee Sk a 50.5 

IROL. citi desea TOLD OS PR a re 51.2 

TO Li niic cote belci.28 OreO: FA96Glras sh a 65. 4 
At isl ot wl ho: 57. 2 


1 War years. 


Thus, General Motors’ lowest position in the industry was actually during 
the war years under Government regulations, as contrasted to the years when 
free and open competition determined sales. 

Referring to Mr. Lewis’ testimony that Alco and other competitors were re- 
stricted under Government allocation of material, and that General Motors 
was given the assignment by the Government to turn out road freight diesel 
locomotives at a high rate, Senator O’Mahoney had this to say: 

“T think this is a matter of very great importance, because in the construc: 
tion of the War Production Board, the Government gathered industrial execu- 
tives from the four corners of the country. 

“These leaders of industry were recruited to help win the war, and it was 
frequently alleged at the time that the War Production Board was staffed with 
employees of industry who, if they did not favor the particular companies from 
which they came, at least did not lean over backward whenever any matter 
affecting the interests of those companies was involved. 

“So this committee will want to know very completely the story of that order. 

“Apparently, according to your testimony, it changed the direction of the 
whole development of diesel engines. It placed a handicap upon the pioneers 
of the industry and gave a great advantage to the newcomer; am I right?” 

“Mr. Lewis: ‘Yes, sir; we feel that way.’ ” 

The Defense Transportation Authority (DTA) had at various times the fol- 
lowing personnel assigned to locomotive production as claimant agency: 
Charles Wolfe, Western Maryland Railroad; Charles Young, Pennsylvania Rail- 
road; Victor E. Rennix, Baldwin Locomotive Works; Jack Loftis, Denver & 
Rio Grande Western Railroad. 

The War Production Board had a Transportation Equipment Division whose 
responsibility it was to allocate materials for locomotive production as a result 
of claims put upon them by the DTA. The following personnel was assigned 
to this division at various times: Charles Creaser, New York Central Railroad; 
Lynne White, Chicago & North Western Railroad; Warren Kelly, Sante Fe 
Railroad; Marshall Raymond, American Locomotive Co.; Mathew Tate, Lima 
Locomotive Co. 

The railroad personnel were rotated in their assignments but the personne! 
of the three locomotive builders remained on the permanent staff throughout the 
war. It will be noted that no General Motors personnel was on either Board, 
but that three of its four competitors furnished an industry representative for 
_ or the other of the two boards. They remained on these boards throughout 
the war. 

During these hearings the two principal competitors of General Motors stated 
that General Motors’ “head start” provided an advantage which proved to be 
almost an insurmountable obstacle in obtaining a fair share of the business after 
World War II. One of them referred to this as a “historical advantage” similar 
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to that enjoyed by steam locomotive builders because of their many years of 
business association with the railroads. The facts are as follows: 

Excluding the war period, when under Government regulation, Electro-Motive 
made no switchers, all competitors in the switcher field, with the exception of 
Fairbanks-Morse, were from the very beginning of the diesel locomotive business 
on an equally competitive basis, through the availability of a full line of yard 
switchers. We were restricted in the production of switchers through the years 
1943-45 when our competitors built a total of 1,126 switchers and Electro-Motive 
built 54. Nevertheless, our ratio for the all-time period is 43.5 percent. 

Alco was a fully competitive factor in the passenger locomotive field with the 
availability of their passenger locomotive in January 1940; with their road 
switcher in November 1946, and with their road freight power in January 1946. 
The other competitive manufacturers, Baldwin and Fairbanks-Morse introduced 
their comparable types of locomotives at a later date. 


POTENTIAL MARKET AVAILABLE 


Before Alco placed their diesel passenger locomotive on the market in January 
1940, Electro-Motive had made deliveries to only 13 railroads for a total of 103 
passenger locomotives. After Alco offered their passenger locomotive, we made 
our first deliveries to 24 additional railroads. As of December 31, 1954, 1,736 
passenger locomotives were in service, of which, as stated above, only 103 or 5.9 
percent were delivered by General Motors prior to Alco’s entry into the market. 
A balance of 94.1 percent potential sales of passenger locomotives were available 
to Alco when they introduced their passenger locomotive. This was the situation 
out of which a vice president of a competitive company developed a “historical 
advantage” for Electro-Motive. 

Baldwin and Alco introduced their first models of road switchers in September 
and November 1946. Fairbanks-Morse presented their new product in August 
1947, and Electro-Motive followed in April 1948. Since we were the last entry, 
the potential market for this model was available to all from the very start, 
except for the 16 months’ “head start” that Baldwin and Alco had on Electro- 
Motive. Through December 31, 1954, there have been 6,287 units bought by the 
railroads of which we have delivered 3,554 or 56.5 percent. 

Alco produced their first freight road locomotive in January 1946. Prior to 
January 1946 we had delivered this model locomotive to 25 railroads for a total 
number of 1,084 units. Following January 1946 when Alco first, and others later, 
were fully competitive, we sold locomotives to an additional 46 railroads with a 
total of 8,620 units in service as of December 31, 1954. Even in this area, where 
beeause of the WPB material allocation program, we are supposed to have had 
an advantage, the fact is that on January 1, 1946, 87.5 percent of the diesel loco- 
motives for 64.8 percent of the railroads were yet to be produced and were avail- 
able to competition as potential sales. 

During a considerable part of this postwar period, our competitors continued 
to produce a declining volume of steam locomotives. American Locomotive pro- 
duced steam locomotives into 1947 and both Baldwin and Lima until 1949. 

Stemming from the historical background is a “historical advantage” which 
General Motors. enjoys—the conviction of the railroads that General Motors 
pioneered the use of the diesel locomotives with great advantage to them and the 
country. 

The real basic reason for the high market penetration is customer preference. 
This was accomplished through a program embodying: 

1. Original sound engineering concept. 

2. Maximum standardization. 

3. Quality manufacture and after-sales service. 

4. Rapid engineering development and product improvement. 

5. Design improvement made retroactive to prior models. 

So outstanding has been the performance of our locomotives in comparison 
with others that we have been requested by our railroad customers to repower 
every type and make of competitive locomotives with our engines at the time of 
major overhaul. In other words, they have asked us to replace the competitive 
engine with our General Motors diesel engine. Some 44 competitive units have 
already been rebuilt with General Motors engines, and a future schedule of 64 
units equal to our capacity for rebuilding these types is scheduled through 1956. 
To our knowledge, no General Motors locomotive unit has ever been rebuilt with 
a competitive engine. We doubt that committee counsel could get any witness to 
express even a “feeling” that this is due to General Motors traffic or in fact to 
anything other than that the General Motors diesel is just a better engine. 
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MEETING CUSTOMERS’ REQUIREMENTS 


Customers’ requirements and attitudes properly studied, evaluated, and acted 
upon at the proper time, have created our leading position in the diesel locomo- 
tive field; failure of our competitors to be competitive in this area has dictated 
their position in the industry. 

Mr. James M. Symes, president of the Pennsylvania Railroad, in a speech 
which he made in Chicago on September 7, 1955, stated : 

“* * * T don’t think you gentlemen would want me to fail to mention briefly 
some of the many fine constructive contributions General Motors has made in 
the past—nor to fail to express our desire for their aid in continuing research and 
development work in the future, to our mutual advantage. 

“The greatest single contribution to the economic and efficient operation of 
our railroads during my 40 years of association with the industry has been the 
development of the diesel locomotive. We all know the important part General 
Motors has played in that development. Today they have 23 million horse- 
power operating on our railroads in more than 16,000 diesel units, some of which 
have made between 2% and 3% million miles and are still on the road perform- 
ing quite satisfactorily. I would guess that this development alone is saving 
the railroads a minimum of $500 million a year—with initial investments being 
paid off in 3 to 4 years.” 

Mr. Symes’ feeling is shared by the entire railroad industry. It was earned 
honestly with a revolutionary new product and a concept of standardization 
and service new in the railroad industry. It is precious to us and will be pro- 
tected in the only way that such a reputation can be protected, namely, with 
eontinuing research, advanced engineering and efficient manufacture always 
directed towards a superior product and superior service. 


{From the Wall Street Journal, February 4, 1958] 


JANUARY AUTO OvuTPUT LOWEST SINCE 1954; AMERICAN 
GAINS; CHRYSLER PRODUCTION DECLINED Most; 
TRAILED YEAR AGO BY 23.7 PERCENT 


Motors REporTS 
INDUSTRY ASSEMBLIES 


(By a Wall Street Journal staff reporter) 


Dertroit.—Production of passenger cars in the United States last month fell 
to 489,357 units, 8.5 percent under the 534,722 cars built in December and 
23.7 percent under the 641,436 cars assembled by the industry in January 1957. 

Output for the month was the lowest January production by the industry since 
1954, when auto makers built 456,766 cars in domestic plants. 

Biggest decline in auto output for January was reported by Chrysler Corp. 
American Motors Corp. was the only car maker to report a gain over output 
in December and the year-ago month. 

Lagging sales and considerable labor difficulties contributed to the sharp de- 
cline in the output of passenger cars in all divisions of Chrysler last month. 
The company in January built a total of 59,927 cars, down sharply from the 
74,699 assemblies in December and less than one-half the 124,258 cars built in 
January last year. 


DE SOTO HAD SHARPEST DROP 


Sharpest decline in production was reported for Chrysler’s DeSoto division, 
which built 3,664 cars in January. In December, this division built 5,747 cars, 
and in January 1957, 16,274 cars. 

Plymouth division of Chrysler Corp. cut back production sharply to 38,593 
for the month against 42,532 in December and against 62,587 in the year-earlier 
month. Dodge division turned out 9,520 cars in January, compared with 16,731 
the previous month and 28,052 in the initial month last year. 


The Chrysler division also cut back sharply its production of Chrysler and 
Imperial cars. 

Chrysler’s Dodge division main plant in Detroit was closed again yesterday 
when the company sent home about 5,000 workers at 11 a.m. Workers were 
sent home, the company said, because some employees in the plant’s trim shop 


failed to perform regularly assigned tasks. The plant was closed several times 
last week for the same reason. 
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Company and union officials are scheduled to meet at 10 this morning to resume 
negotiations on a production standards dispute at the plant. AFL-CIO United 
Auto Workers Local 3 was authorized by the international union to strike any 
time after last Wednesday, unless the dispute is settled. The union has not 
yet given a strike notice. 


CUTS AT ALL FORD UNITS 


All divisions of Ford Motor Co. cut production last month under output of 
December and of January 1957. Output of cars by the company in January 
declined to 135,626 units, 9.8 percent under the 150,339 cars built in December 
and 31 percent under the 196,576 assemblies in the year-ago month. 

Ford division turned out 118,261 cars during the month, against 126,458 in 
December and against 153,452 in the comparable month in 1957. From 4 to 6 
of the division’s 15 assembly plants operated on a 4-day week in January, con- 
tributing to the decline. Production for the month included 1,524 Thunderbirds. 

Mercury built 12,415 cars in January, compared with 18,173 in December and 
37,120 in January last year. Three of four Mercury assembly plants were closed 
last week to balance production with field inventories. 


CHEVROLET TOPPED 1957 MONTH 


Chevrolet was the only division of General Motors Corp. to produce more cars 
last month than in January 1957. 

Total output in the United States by all divisions of General Motors last month 
was 274,866 cars, down 5.7 percent from the 291,327 assemblies in December and 
down 11 percent from the 308,189 cars built in the year-earlier month. 

In January, Chevrolet division built 151,818 cars, against 161,861 in December 
and against 151,781 in January last year. 

Buick and Pontiac divisions both reduced output last month below December’s 
production, and total output for the month of these divisions was substantially 
below the comparable year-ago period. 

Oldsmobile division boosted output 500 cars last month over its December pro- 
duction, but output for the month still was almost 5,000 cars below January of 
last year. Cadillac division also upped production in January over the previous 
month, but it also was producing cars at a lower rate than the year-ago month. 

American Motors Corp. last month built 16,311 cars, a record for monthly pro- 
duction, the company announced. In December, the company built 13,997 
Rambler cars. In January 1957, when American Motors still was producing 
Nash and Hudson cars, a total of 6,217 cars were built. 

According to E. W. Bernitt, vice president of automotive operations, the com- 
pany expects to “hold a production schedule of approximately 3,700 Ramblers 
per week during February and March, on the basis of present sales forecasts.” 

Thus far in the 1958 model year, the company has built some 67,648 cars, com- 
pared with 33,532 cars in the like year-ago period. The model year began in 
August. Employment at the company’s plant in Wisconsin now totals about 
12,100, the company said, up from the 8,000 of a year ago. 

Of the 16,311 cars built last month, American Motors said 3,447 were the 
100-inch wheelbase Rambler American. 

Studebaker-Packard Corp. last month built a total of 2,945 cars and trucks, 
almost 40 percent under December’s output of 4,897 vehicles and 58 percent under 
the 7,055 built in the year-ago month. The company last month worked only 2 
full weeks and was down the balance of the month to bring production in line 
with dealer inventories. 
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January 1958 | January 1957 
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1 January 1957 includes production of Continentals, which was completed in May of 1957. 
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{From the Evening Star, Washington, D. C., February 3, 1958] 
FuRTHER Drop PREDICTED FOR STEEL OUTPUT 


CLEVELAND, February 3—Another half point drop in steel production occurred 
last week, and a further dip of a point or two during February is likely be- 
fore an upswing, Steel magazine said yesterday. 

The current steel-ingot rate is 55 percent of capacity, the weekly journal of 
metalworking said. That is an estimated 1,480,000 tons. 

Metal users still are cutting stocks, “but at a less rapid rate than they were,” 
the magazine said, adding: “Inventories are stabilizing at the 30 to 60 day level.” 

“Automotive steel purchasers in Detroit are buying practically nothing,” and 
some scheduled February deliveries are being shoved back to March, Steel said. 

The magazine’s composite price for steelmaking scrap rose $1.25 last week 
to $35.50 a gross ton, highest livel since October. 

The industry is looking for the seasonal surge of structural steel activity to 
improve production in the second quarter. Over 1,125,000 tons are scheduled 
for fabrication through April, Steel reported, and the backlog at the end of 
1957 was 2,395,088 tons, down 7 percent from last December 1. 





INFORMATION SUPPLIED BY FORD 





NOVEMBER 26, 1957. 
Mr. Henry Forp II, 
President, Ford Motor Co., 
Dearborn, Mich. 

Dear Mr. Forp: There is attached hereto a list of questions setting forth 
information desired by the Senate Antitrust and Monopoly Subcommittee in 
connection with its current study of automotive pricing practices. This in- 
formation is also desired by the subcommittee for discussion with you at your 
appearance before it on December 17. 

It will be appreciated if you will furnish as much of the requested information 
and material as possible by December 13. 

Sincerely, 

Estes KEFAUVER, Chairman. 


























QUESTIONS TO AUTOMOBILE COMPANIES 


1. Submit for each automotive division (a) the suggested retail selling price, 
(b) the dealer margin, and (c) the factory price to the dealer for its largest 
selling 4-door sedan model and its largest selling 2-door sedan, as of each year, 
for the model years 1954-1958, inclusive. Give the name and other identifying 
information for each model for each year. 

2. Show for each model for which information is submitted under question 1 
the number produced for the model years, 1954-57. 

3. For the purpose of measuring price changes for a reasonably comparable 
product, submit for each automotive division for the largest selling 4-door 
sedan and 2-door sedan, as of 1957, the suggested retail selling prices for each 
model year, 1954-58, adjusted so that similar standard equipment is included 
on each year’s model. Describe the adjustments made in standard equipment 
and indicate prices thereof. 

4. Show for each automotive division your output of passenger cars by model 
year for the period 1954-1957, inclusive. 

5. Submit for each division or subsidiary automotive and nonautomotive, for 
the year 1954-1957, inclusive, copies of— 

(a) Its profit and loss statement. 
(b) The total cost of finished steel purchased by you. 
(c) The amount of steel produced by you, if any, in net tons. 

7. Estimate for your automotive divisions, as a whole and per car produced, 
the effect of the August 1956 increase in the price of steel on— 

(a) The cost of steel purchased by you. 
(b) The cost of parts purchased by you. 
Make similar estimates reflecting the increase in the price of steel in July 1957. 
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DECEMBER 2, 1957. 
Mr. Henry Forp II, 


President, Ford Motor Co., 
Dearborn, Mich. 


DEAR MR. Forp: Attached is a supplemental question to be added to those 
submitted to you in my letter of November 26, 1957. This question should be 
referred to as question 8. 

Sincerely yours, 


Estes KEFAUVER, Chairman. 


Question 8.—Show for each model for the 4-door and 2-door sedans of Ford and 
Mercury, for each model year from 1950 to 1958, inclusive, (@) each part, acces- 
sory or other item of equipment which became standard equipment during the 
year but was optional equipment during the preceding year, and (b) the suggested 
retail price for such optional equipment during that preceding year. 


Forp Moror Co., 
Dearborn, Mich., January 15, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


Dear SENATOR KEFAUVER: In Mr. Ford’s absence from the country, I am sub- 
mitting on behalf of Ford Motor Co., the information requested in question Nos. 
1 through 6, and 8, forwarded with your letters of November 26 and Decem- 
ber 2, 1957. 

The information sought by the question No. 7 relates to net sales, factory mate- 
rial and labor costs, and net income before and after taxes, with respect to cars, 
equipment, parts, accessories and sundry items, on an individual division basis. 
This type of information is, of course, highly confidential, and we have always 
treated it as such. We have never, except as required by wartime legislation, 
made such information available for any purpose to anyone not in our employ. 
To do so would put our company at a serious competitive disadvantage. Also, 
such a disclosure would be prejudicial te us in several other respects, including 
our collective bargaining negotiations, scheduled to begin in April. 

Quite apart from the harm that would flow from furnishing the information 
that you request, to require disclosure, either by us or by any other company, 
would be contrary to the entire theory of free competition. 

We believe, moreover, that such a disclosure would be contrary to the spirit 
of the antitrust laws. Exchange of such information between competitors has 
long been regarded with disfavor under the antitrust laws, and in some cases 
has been prohibited by the courts. Indeed, we have been unable to find any 
instance of legislative enactment or governmental regulation compelling the sub- 
mission of information of the type and detail of that contemplated by the ques- 
tion, other than in times of national emergency, and then only after adequate 
safeguards had been provided for confidential material. 

No doubt your staff believed that the information sought by the question No. 7 
would be useful in its present study. The revenues, costs and profits of our 
product lines and individual divisions reflect, among other factors, changes in 
product, in mix of product and in options and accessories, shifts in sourcing 
patterns, changes in integration, and changes in rather arbitrary interdivisional 
prices. For this reason, conclusions as to changes in prices and costs drawn from 
the revenue, costs and profit data of the divisions are likely to be erroneous, 
unfair and injurious to us, and misleading to the subcommittee. Accordingly, 
we hope that you will reconsider your request and conclude that the information 
submitted herewith, together with all of the published information concerning 
our company, which is available to your staff, will be sufficient for the sub- 
committee’s purposes. 

We share your fear that the inflation that we have been experiencing poses a 
serious threat to our nation and its economy, and wish, of course, to cooperate 
fully with your subcommittee. We are preparing a statement to be presented 
to your subcommittee, and hope that it will prove to be of material assistance. 

Sincerely yours, 
Witi1AM T. GOSSETT, 
Vice President and General Counsel. 
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Question No. 4. “Show for each automotive division your output of passenger 


cars by model year for the period 1954-57, inclusive.” 


Total passenger cars produced in United States plants 


Automotive division 


Ford division 
Mercury division ! 
Lincoln division ! 


1, 165, 942 
259, 305 


1, 451, 157 
329, 808 
27, 222 


1, 468, 734 
327, 943 
2 53, 322 


1, 676, 447 
286, 163 
41,123 


1 The Mercury and Lincoln divisions operated as 1 division prior to Apr. 15, 1955, and after Sept. 3, 1957. 


3 Includes 3,000 Continental Mark II passenger cars. 


Question No. 5 “Show for the year 1956: (a) The amount of finished steel 
purchased by you in net tons; (0) the total cost of finished steel purchased 
by you; (c) the amount of steel produced by you, if any, in net tons.” 

(a) During the year 1956, Ford Motor Co. purchased from outside ven- 


dors approximately 1,330,000 net tons of finished steel. 


(ob) The total cost of this purchased steel is estimated at $180 million. 
(c) Ford Motor Co. produced approximately 1,260,000 net tons of steel 


in 1956. 


Question No. 6. “Estimate for your automotive divisions, as a whole and per 
ear produced, the effect of the August 1956 increase in the price of steel on (a) 
the cost of steel purchased by you, as such; (0) the cost of parts purchased by 


you. 
July 1957.” 
(a) Effect of August 1956 increase in steel prices: 


Make similar estimates reflecting the increase in the price of steel in 


Estimated 


Steel purchases (including purchases from Ford Mill) 
Steel in fabricated parts 


Estimated 
cost increase 
per average 

passenger 

car pro- 
duced 





annual cost 
increase at 
1957 produc- 
tion of cars, 
trucks and 
tractors 


Millions 
$27 
18 
45 


(b) Effect of December 1956 to July 1957 increases in steel prices:* 


Steel purchases (including purchases from Ford mill) 
Steel in fabricated parts 


1 Although the effect of increases in steel “extra’’ prices that took 


Estimated 


cost increase 


per average 
passenger 


car produced 


Estimated 
annual cost 
increase at 
1957 produc- 
tion of cars, 
trucks, and 
tractors 


Millions 
$25 
18 


43 


lace in the period 


December 1956 to July 1957 was not requested in the subcommittee’s list of questions, it 
is assumed that this omission was unintentional; accordingly, the effect of these “extra’’ 


price increases on Ford Motor Co.’s costs is included. 
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Question No. 8. “Show for each model for the 4-door and 2-door sedans of Ford 
and Mercury, for each model year from 1950 to 1958, inclusive, (@) each part, 
accessory, or other item of equipment which became standard equipment during 
the year but was optional equipment during the preceding year, and (0b) the sug- 
gested retail price for such optional equipment during that preceding year.” 


Ford 4-door and 2-door sedans 


| Suggested 


| retail price 
of item during 
| year preced- 
ing its having 
become 
| standard 
| equipment 


Item which became standard equip- | 
ment after having been optional | 
equipment during the preceding 
year 





Glove box lock... 
None 
None 
None 


Special air cleaner ( 8-cy linder) - - 
Turn signals____- 
| Special air cleaner (6-cy linder) 
| Oil filter. ee 
| Wheel covers--.--.__..-- 


| Mainline and Customline 

Mainline, Customline, and Fairlane___. 

Custom, Custom 300, and Fairlane_- 

Be ee | a 
Fairlane___.___- 





Electric clock... ....---- 


1958 Grille guard 





he aaa * 
Custom 300, Fairlane, and Fairlane 500. 





Note.—Vehicle and equipment improvements 
assigned, are not included in the above schedule. 
interior and exterior dimensions and other change 
year are not shown. 


Mercury 4-door and 


Item which became standard equip- 
ment after having 
equipment during 
year 


Model 
year 


| 
| 
| 


been optional | 
the preceding 


other than features to which specific retail prices can be 
Hence, chassis and engine improvements, increases in 
s in features that appeared in the products of a preceding 


2-door sedans 


Suggested 
retail price 
of item during 
| year preced- 
ing its having 
become 
standard 
equipment 





Rocker panel molding 
Glove box light 

Luggage light 

Back-up lights__ 

Oil filter. 
Bumperettes___-_- 

Dual exhaust sy ‘stem .. 
Grille guard 

| De luxe interior trim 
Turn signals_ 

Special air cleaner _-._-__-_~-_- 
| Automatic transmission 

| Padded instrument panel 
Wheel covers - - - - 

Wheel opening moldings 

| Dual headlights 


1958 





Note.—Vehicle and equipment improvements 


assigned, are not included in the above schedule. 


Custom and Monterey i. 

| Monterey........--.- 
.do 

“Custom, Monterey, , and Montclair__ 

| Custom. eek oun 

=e and Montelair__________- 


0 
5. 90 
2. 90 

. 95 
9. 45 

30 
2. 90 
9. 40 
. 40 





other than features to which specific retail prices can be 
Hence, chassis and engine improvements, increases in 


interior and exterior dimensions and other changes in features that appeared in the products of a preceding 


year are not shown. 
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[From the New York Times, November 1, 1957] 


THE WEEK IN FINANCE—StocK MARKET Moop Swines OVERNIGHT FRoM 
SKITTISHNESS TO SHINY OPTIMISM 


By John G. Forrest 


The mercurial nature of the investing public was evinced by the happenings of 
last week. Although information regarding the President’s health was frag- 
mentary and confused, the stock market broke badly in the last half hour on 
Tuesday. The reaction on Wednesday when more details became available, 
sent stock prices skyrocketing. The sharp turnabout seemed to be based not so 
much on the news, as on second thoughts. 

The rally which followed, and carried through to the end of the week, in- 
dicated that there was considerable technical strength in the market, regardless 
of what the level will be 6 months hence. And no one knows what the business 
situation will be at that time. However, the market sold off enough to dis- 
count what we see immediately ahead. Seldom, if ever, is the primary trend of 
the market changed by a piece of spot news. 


GREEN LIGHT 


Naturally, the change in the Federal Reserve credit policy will change the 
direction in which business is going. But it will take a while to go through the 
period of “readjustment,” or whatever one wants to call it, and the majority of 
businessmen hope that it doesn’t turn into anything worse. 

In any event, the Federal Reserve's policy is a green light for companies who 
have been delaying plans to borrow by the long-term bond market road. Business- 
men can now take another look. Many will be able to repay bank loans made 
at pretty good prices—good, that is, for the banks. The repayment will enable 
them to reshape and strengthen their fiscal positions. 

Current reports are beginning to indicate public resistance to increased prices. 
Take Ford and their new Edsel car, for example. The company spent something 
like $250 million for a new automobile, and the largest dealer in New York 
City—after only 3 months—gave up the franchise. This comes at a time with the 
holiday season and spring still far ahead. 


EXPANSION IN DOUBT 


This occurs at a time when overcapacity prevails in many lines of business. 
There is no question that we are going to see poorer earnings and dividend 
cuts, when compared with previous years. But a number of companies who 
planned further expansion of their plants and facilities, are now taking a 
second look at their problem. 

New orders for the machine-tool industry frequently are viewed as an important 
indicator of industrial activity. And they are, for machine tools are the equip- 
ment that spell out mass production. Bookings in October fell to the lowest 
point since February 1950. They amounted to $27.8 million, a drop of 3.3 percent 
from September apd 58 percent from October, 1956. 


NOVEMBER'S GAIN 


The stock market in November was enlivened by some wide swings in prices 
but, on balance, showed only a slight gain for the month. Chemical, aircraft, 
oil, missile and electrical equipment shares did well, while railroad shares weak- 
ened on poor earnings and dividend cuts. Trading volume fell below October’s, 
but was higher than in November last year. The month ended with prices 
rallying. 

The gain of 3.82 points on the last trading day raised The New York Times 
combined average enough to close the month with a gain of 2.97 points. The 
index reached a high of 284.40 in the month, after making a low at 266.07. It 
closed at 282.80. Transactions totaled 48,216,568 shares, compared with 43,550,- 
031 shares a year earlier and 63,983,390 shares the month before. 
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STAFF MEMO ON DR. YNTEMA’S STATEMENT ON DEMAND 


Fesruaky 3, 1958, 
Memorandum to: Paul Rand Dixon, counsel and staff director. 
From: John M. Blair and E. Wayles Browne. 
Subject: Dr. Yntema’s discussion of elasticity of demand for automobiles. 

On page IV-2 of his statement, Dr. Yntema states that: 

“Mr. Fribley’s opinion is at odds with the serious, scholarly attempts to meas- 
ure the elasticity of demand for automobiles. These studies indicate a much 
smaller increase in units sold in response to a price reduction. They show that 
the elasticity of demand for new cars produced by the industry probably is in 
the —0.5 to —1.5 range—that is, only about 12 percent to 40 percent as large 
as Mr. Reuther’s interpretation of the Fribley guess.” 

Presumably, the “serious, scholarly attempts” to which Dr. Yntema refers in- 
clude the recent studies by Chow,’ Nerlove,*? and Atkinson,® as well as the 
prewar study by Roos and Von Szeliski.* We have attempted to make a quick 
calculation of the effect on automobile sales of a 4 percent increase in automo- 
bile retail prices, using both the Nerlove and Atkinson equations. In addition 
to the price change, we have assumed for 1958 a 1 percent decline in disposable 
income expressed in terms of 1939 valued dollars and a 1.6 percent increase in 
the number of households. These two factors are the principal variables for 
which assumptions have to be made in both formulas. We believe the assump- 
tions to be extremely conservative. 

On the basis of these assumptions, both the Atkinson and the Nerlove studies 
indicate a decline in automobile sales of approximately 500,000 from 1957 to 
1958. Against a background of factory sales to the domestic market of 5.8 
million in 1957, this represents a decline of 9 percent. 

In other words, using two of the scholarly works to which Dr. Yntema ap- 
parently refers, assuming a slight decline in disposable income and a small in- 
crease in population, the automobile industry at the time it raised its prices 
on the 1958 models could reasonably have anticipated that the effect of their 
action would be to bring total production in 1958 down to a level of approxi- 
mately 5.3 million. This compares with 5.8 million in 1957 and 1956 and over 7.0 
million in 1955. 


{From the Washington Post, February 5, 1958] 
Torat Caz Output Fats put AMC Sets ReEcorp 


Passenger car assemblies for January fell 8.5 percent below December totals 
and 23.7 percent under the figure for January a year ago. The only company to 
report a gain in output was American Motors, which set a monthly record. 

Overall January production totaled 489,357 units compared to 534,722 in Decem- 
ber and 641,486 in January 1957. It was the lowest figure for the month since 
1954. The breakdown: 

Ford Motor Co. built 159,022 cars and trucks last month, compared with 219,909 
units in January a year ago. 

The January 1958 total included 118,261 Ford division units and 1,733 Edsel 
models. The January 1957 total, which was a record for the month, included 
153,425 Ford division cars. The HBdsel was not then in production. 

General Motors reported its United States factories built 274,866 passenger 
cars and 31,698 trucks and coaches last month. This compared with 308,189 cars 
and 40,991 trucks and coaches built in the like 1957 month. 

Chevrolet, GM’s heaviest producer, assembled 151,818 cars last month, com- 
pared with 151,781 in January last year. 

Chrysler plants built 59,927 cars and 4,615 trucks last month. This compared 
with 124,258 cars and 7,796 trucks assembled in the same month last year. 

Plymouth, Chrysler’s biggest producer, built 38,593 cars last month against 
62,587 in January last year. 

American Motors built 16,311 cars last month, topping the previous month’s 
record of 14,529 units built in October 1957. American Motors built 6,184 cars 
in January last year and 13,997 in December 1957. 

Studebaker-Packard built a total of 2,945 cars and trucks in January compared 
to 7,055 a year ago. 


1G. C. Chow, Demand for Automobiles in the United States, Amsterdam, 1957. 
2 Marc Nerlove, Journal of Marketing, A Note on Long-run Automobile Demand, July 


#1. J. Atkinson, Survey of Current Business, 1952. 
* The Dynamics of Automobile Demand, General Motors Corp., 1939. 
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{From the Washington Post, February 5, 1958] 
UNITED FRUIT AGREES TO BANANA SPLiT Pact 
International News Service 


United Fruit Co. agreed to split up its monopoly of the banana industry in 
settlement of a United States antitrust action yesterday. 

Under a decree entered in Federal court in New Orleans, the company must 
set up a competitor that would handle roughly 35 percent of the bananas imported 
into this country by United Fruit last year. 

Attorney General William P. Rogers said the consent judgment is to have a 
term of 20 years. It must be submitted to stockholders for approval. Unless such 
approval is forthcoming, Government attorneys indicated they would reinstate 
the case. 

United Fruit has until June 30, 1966 to submit a proposal under which a new 
competitive company would be created outright. A bulk of its assets sold to a 
party connected with neither United nor its current chief competitor, or a com- 
promise of both means to break up United’s vast holdings. 

The judgment also enjoins United to divest itself of any stock or ownership 
interest in International Railways of Central America, owned by the firm. 

The company also is barred from engaging anywhere in the United States in 
the business of ripening, processing or selling bananas. 

In addition, the judgment obliges United to liquidate Banana Selling Corp. 
within 9 months from the effective date of the decree. 

[The United Press reported from New York that Kenneth H. Redmond, presi- 
dent of the company, said United Fruit did not concede any violation of the anti- 
trust laws in agreeing to the consent decree. He said company officials “felt it 
was in the best interests of the stockholders to eliminate this costly and burden- 
some litigation.” ] 


UAW ADMINISTRATIVE LETTER NO. 1, JANUARY 13, 1958 


To all UAW local unions, members, officers, and convention delegates, greetings: 


On January 22-24, approximately 3,000 delegates representing workers 
throughout the United States and Canada, will meet in a special UAW conven- 
tion to discuss and make decisions on the scope and character of the 1958 DAW 
collective bargaining program. These delegates will meet fully conscious of 
their obligations and responsibilities both to the 14% million members of cur 
union and to their respective nations. 

We shall be meeting to make a critical decision in a most critical period in 
human history. We shall be meeting at a time when the peace in the world is 
uneasy and prosperity at home is uneven. 

The UAW international executive board has been devoting considerable time 
and careful study to the development for consideration of the delegates of a 
collective bargaining program that reflects the realities of both our growing 
domestic difficulties and the increasingly critical international situation. 

We are confident that the special convention will make decisions that will 
once again demonstrate in a practical and tangible way the guiding policy and 
philosophy of the UAW—namely, that labor must make progress with the com- 
munity and not at the expense of the community. We share the belief that 
free collective bargaining in a free society within the framework of a free 
economy can make its maximum constructive contribution only if labor and 
management accept their joint responsibilities and cooperate in an effort to raise 
collective bargaining above the level of a struggle between competing economic 
pressure groups. ; 

The leadership of your union and the three-thousand-odd delegates to the con- 
vention have a responsibility to the 144 million members of our union and their 
families. We intend to carry out this responsibility at the bargaining table. 
The management representatives whom we will face across the bargaining table 
in turn have a responsibility to their thousands of stockholders. They, to. ore 
obligated to carry out their responsibility. 

We in the UAW believe that both labor and management must understand 
and must act in the knowledge that while we each have a responsibility to our 
separate groups, together we have a joint responsibility to the whole of our 
society. This joint responsibility of necessity transcends in importance our 
separate responsibilities. It is in this spirit that the leadership of your union 


22805—58—pt. T——-21 
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recommends that we shape and implement our 1958 collective bargaining de- 
mands, for never before in history have the interests and the future of all groups 
within our free society—labor, management, consumers—been so inseparably 
woven together. 

We recognize that in a free society there inevitably will be differences of 
opinion between free labor and free management. In a Communist or totali- 
tarian state, unity is achieved by absolute conformity. In a free society we 
must achieve unity in diversity. 

While having differences, we must seek a way to resolve these differences 
that will reflect an understanding that the good of the whole transcends the 
special interest of any one group. In practice, this means that collective 
bargaining decisions must be based upon economic facts rather than economic 
power, for only as the power of persuasion replaces the persuasion of power 
ean collective bargaining be made a socially responsible and constructive force. 

The leadership of the UAW has shaped its recommended 1958 collective 
bargaining program based upon the economic facts as they relate to the 
industries directly under contract with our union to the developing domestic 
economic difficulties in the whole economy, and to the necessity of our diverting 
greater economic resources to meet our increasingly critical and enlarged world 
responsibilities. 

What are the economic facts? 

At the very time that America, as the strongest of the free nations of the 
world, must of necessity asSume an increasing measure of world responsibility— 
at the very time when the Soviet Union has successfully launched two earth 
satellites and captured scientific and technological leadership in the missiles 
field—at the very time when the American economy should be in high gear 
creating the economic resources to meet this challenge, the American economy 
is limping along in recession and our productive capacity is not being fully 
utilized. The loss of output resulting from failure to fully utilize our total 
capacity may represent freedom’s margin of survival. 

Unemployment is on the increase in every sector of the American economy 
and many tens of thousands of UAW members in the auto industry, the agri- 
cultural implement industry, and in the aircraft industry are already suffering 
the hardships of unemployment. Many tens of thousands of other UAW mem- 
bers have Suffered loss of purchasing power due to repeated 3- and 4-day work- 
weeks. There is no way to measure the hardships already inflicted upon 
workers and their families, nor are there any accurate figures to measure the 
tremendous loss in production represented by the levels of unemployment com- 
pounded by short workweeks. 

The automotive industry, considered the bellweather of our economy, is cur- 
rently operating at no more than 65 percent of capacity. The steel industry 
is currently operating at approximately 60 percent of capacity. What is true 
of steel and auto is true in varying degrees in agricultural implements, in air- 
craft, in electrical, and many other ‘of America’s basic industries. 

What are the economic facts behind and the reasons for the current recession, 
for increasing unemployment and underutilization of capacity, at the very time 
when the world situation and our unfilled human needs at home require the 
abundance that only full employment and full production can make possible? 

In the words from Business Week magazine of November 9, 1957, “the prime 
reason for this setback is that capacity has outrun demand.” In everyday 
understandable language, this means that we are in trouble because industry’s 
productive power has outstripped the people’s purchasing power, and this 
serious imbalance is growing. 

The tight money, the tax and fiscal policies of the Federal Government which 
refiect undue influence by big business, have contributed to the present imbalance, 
which has been further aggravated by the actions of a few giant corporations 
exercising monopoly positions in vital sectors of the American economy which 
have abused their power by raising prices arbitrarily and unjustifiably in de 
fiance of the law of supply and demand. 

The UAW has tried on several occasions through practical and constructive 
proposals to influence the pricing policies of the Big Three automobile manu- 
facturers who account for more than 95 percent of the total production of passen- 
ger cars in the United States and Canada. Unfortunately, our proposals for a 


price cut and a more socially responsible pricing policy have been repeatedly 
rejected. 
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We have pointed out repeatedly that our economic difficulties will increase 
and compound so long as governmental fiscal and tax policies and corporation 
pricing policies continue to increase the imbalance between productive power 
and purchasing power. 

The UAW has consistently urged that workers, consumers and stockholders 
share equitably in the fruits of our advancing technology. This is not just a 
matter of economic justice to workers and their families or to consumers. This 
is both a matter of economic justice and economic necessity, for only as workers, 
consumers and stockholders share equitably in the greater abundance made 
possible by our developing technology can we achieve a dynamic expanding 
balance between greater productive power and greater purchasing power. This 
dynamic balance is the key to the future of our free economy and to the key 
to the achievement of full employment and full production on ever-higher plateaus 
of economic activity. 

The expansion of mass purchasing power through higher wages and lower 
prices is imperative if we are to correct the existing imbalance which is causing 
recession and mass unemployment. It is this need for greater purchasing power 
which we believe should be the top priority matter in our 1958 collective bar- 
gaining demands. 

Accordingly, the executive board of the International Union is recommending 
for the consideration of the delegates to the special convention a collective bar- 
gaining program that places the major emphasis upon this essential objective 
of increasing mass purchasing power in order to get the unemployed back to 
work and workers on short workweeks back on full workweeks. 

Specifically, we are proposing a two-package approach to our economic de- 
mands: 

(a) A minimum basic economic demand which will be common for all em- 
ployers; and 

(b) A supplementary demand in addition to the minimum for those corpor- 
ations or companies in a more favored economic position. 


MINIMUM BASIC ECONOMIC DEMANDS 


The minimum basic economic demands will consist of : 

1. A general noninflationary wage increase which accurately reflects the im- 
provement in productivity in the economy under full employment conditions. 

2. Correction of wage inequities in production, skilled trades and other wage 
classifications. 

38. An increase of supplementary unemployment benefits to adequate levels and 
the extension of the period of benefits for laid-off workers to 52 weeks. 

4. Supplementary benefits for workers whose purchasing power is reduced 
because of short workweeks. (Present SUB plans are overfunded and moneys 
already available will in large measure provide these greater benefits.) 

5. An increasing measure of security and dignity for retired workers through 
improved pension benefits. 

6. Protection of workers affected by decentralization and plant movement 
through transfers, moving allowances, and severance pay. 

7. Improved hospital-medical-insurance programs to provide workers and their 
families greater protection for the moneys spent for these programs. 

We recommend that in 1958 negotiations we insist upon the right of work- 
ers to have a voice through their union in the investment of a reasonable per- 
centage of the pension funds, under adequate safeguards, in community improve- 
ments such as housing, health facilities and other community needs in the com- 
munities in which the workers, to whom the pension funds belong, live. 

To date the investment of these funds has been in the hands of trustees ap- 
pointed exclusively by the corporations. They have made funds available for 
luxury housing, office buildings and other business investments completely re- 
moved from the communities in which the workers who own the funds live. It is 
a matter of simple economic justice and morality that moneys belonging to 
workers should be used to advance their interests and to build better commu- 
nities for them and their families, and not to serve the interests of people who 
have no equity in the pension funds. 
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SUPPLEMENTARY ECONOMIC DEMANDS 


Supplementary economic demands are to be based upon the earning position 
of each company or corporation using the plans in effect in General Motors and 
the Ford Motor Co. under which corporation executives share in the profits of 
the company, as the basis for computing the equity which workers and con- 
‘sumers should share. 

The fantastic profits of many of America’s giant corporations have been 
shared in by the high-paid executives of these corporations, while both the 
workers and consumers have been shortchanged. In the General Motors Corp., 
for example, during the 10-year period from 1947 to 1956, a relatively small 
group of executives divided up a bonus of $635 million. 

We are suggesting, as a basis for our supplementary economic demand, that 
‘these corporations, after meeting their basic wage costs, basic salary cost, and 
ufter setting aside their basic dividends for payment to the stockholders, share 
the profits in excess of the figure used by General Motors and Ford for their 
executives’ bonus plan on the following basis: 

One-half of the excess profits to go to stockholders and executives; one-fourth 
to wage and salary workers; and one-fourth to consumers through a year-end 
rebate. 

In 1955 negotiations, both the General Motors Corp. and the Ford Motor Co. 
offered to their workers a stock-participation plan. This, the corporations 
claimed, would enable workers to share in the earnings and the prosperity of 
the corporation. This stock-participation plan was rejected by the General 
Motors and Ford workers because of its discriminatory character, since work- 
ers with the lowest income and those with the largest family responsibilities 
would have been least able to save moneys necessary to participate in a stock- 
purchase plan and would therefore have been denied their rightful equity. 

The proposal that we are recommending would provide every wage and salary 
worker with his full equity and would also provide that the consumer would 
realize his equity on a basis equal to the worker. 

This approach of a basic minimum demand and a supplementary economic 
demand meets fully and completely the arguments which management raised 
when rejecting our earlier proposal for a price reduction. Managements of the 
auto corporations contended that they could not cut prices in advance since they 
could not measure the impact of such a price cut upon their earning position. 
Under our proposal they would make the price rebate to consumers at the end of 
the year and after they knew precisely what their profit position was. 

The same is true as it relates to our wage and economic demands beyond our 
minimum noninflationary economic demands. Management would be obligated 
to meet our basic economic demands and would be further obligated to meet the 
supplementary demands only if at the end of a year it enjoyed a sufficiently 
favorable profit position. 

The workers’ share of excessive profits under the union’s proposal would be 
used by the workers as they democratically decided for any or all of the follow- 
ing purposes: 

1. Additional wage increases; 

2. Added hospital-medical-insurance protection ; 

3. Added protection against short workweeks and layoffs; 

4. Added protection for workers affected by plant and job movement and tech- 
nological change; 

5. Further pension improvements; 

6. Additional paid holidays; 

7. Lengthened vacations; 

8. Any other purposes which they deem advisable. 

This is an unusual approach to collective bargaining in our industry, but 
these are unusual times and we believe that this represents an economically 
sound, a morally right and a socially responsible approach to collective bargain- 
ing in 1958. Such an approach would permit workers, stockholders, and consum- 
ers to share in the fruits of our advancing technology and would contribute 
greatly toward achieving the economic balance so essential to the health and the 
growth of our free economy in this critical period of our world history. 

In recognition of the critical world situation as dramatized by the Soviet 
sputniks and of the need to place the major emphasis upon expanding purchasing 
power as the most effective way of meeting the serious problem of unemployment 
and short workweeks, the leadership of the international union is recommending 
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the above program which provides for the temporary deferment of the intro- 
duction of the shorter workweek. 

Just as our Nation in this critical period is required to work out a new order 
of priorities to meet a new situation, so our union we feel is also required to 
work out a new set of collective-bargaining priorities to meet the changed situa- 
tion. We believe that UAW members and their families share our belief that 
in this hour of freedom’s crisis, the real need is to get the unemployed back to 
work and to get those on short workweeks back on a full workweek, and that 
greater leisure for the time being can wait. 

We are, however, recommending that we make as a part of our demands estab- 
lishment in each major corporation of a joint labor-management study committee 
on the shorter workweek and the impact of automation and technological ad- 
vance. 

Such study committees will examine all phases of the problem of automation 
and other technological change which are related to collective bargaining and 
levels of employment, including plant relocation and decentralization, production 
scheduling, the impact of technological change on existing wage structures and 
wage classifications, on seniority, on training and retraining, on problems of older 
workers, ete. 

We believe that such a joint study committee can do the preliminary work 
necessary to the introduction of a shorter workweek when the situation in the 
world requires the diversion of less of our economic resources to defend freedom 
and to make peace secure. 

The Russian sputniks have dramatized and brought about a clearer understand- 
ing of the new dimensions of the challenge that freedom faces. The Russian 
earth satellites can be a kind of bloodless Pearl Harbor if we will replace smug 
complacency with bold action on the economic, educational, and scientific fronts. 
We have lost ground not because the Russians are better, but rather because we 
have not been trying, because we have not been fully mobilizing our economic and 
productive power. 

As a nation, we need to raise our sights and get our values in sharper focus and 
to work out a set of national priorities that will put first things first. We need 
to strengthen our military posture. We need to overcome our lag in the field of 
education. We need to expand basic scientific research. We need to do all of 
these things but we need to do more. We need to raise living standards at home 
and we need to aid the underprivileged peoples of the world to mobilize their 
economic resources so that they, too, can share in higher living standards and 
can successfully resist the Soviet Union’s programs of economic penetration and 
political subversion. 

These are the positive aspects of freedom’s struggle against the forces of Com- 
munist tyranny. We need to understand that, in the long pull, military power 
alone will not decide the contest between the forces of freedom and the forces 
of tyranny. In the long run, the cause of human freedom will win provided 
we prove that freemen under free government working together within a free 
economic system can do a better job of raising living standards, of broadening edu- 
cational opportunities, of providing our older citizens with a fuller measure of 
economic security and human dignity, of gearing our developing technology and 
our increasing abundance to human progress and to the fulfillment of the higher 
aspirations of human civilization. 

In short, we must mobilize our economic resources so as to deter the peril of 
war, while at the same time, we must work to realize the promise of peace. It 
is our sincere belief that the practical and constructive collective bargaining re- 
commendations that we have advanced, will strengthen our efforts and the efforts 


of the free world to meet the negative challenge of war and to realize the positive 
benefits of peace. : 


Following this letter is a detailed outline of our specific economic collective- 
bargaining recommendations in addition to which local unions and UAW cor- 
poration councils shall develop their noneconomic contract demands and local 
demands in accordance with the democratic practices of the UAW. 

On behalf of the international executive board of the UAW, I submit this recom- 
mended collective-bargaining program for your consideration. 

Fraternally, 


WALTER P. REvuTHER, President. 
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RECOMMENDED UAW 1958 CoLLECTIVE BARGAINING PROGRAM ADOPTED BY THE 
UAW INTERNATIONAL EXECUTIVE BoaRD JANUARY 12, 1958, For SUBMISSION 
TO THE Specia, UAW CoNnvENTION TO BE HeLtpD JANUARY 22-24, 1958 


As we approach the bargaining table in 1958, our Nation’s economic problems 
are grave and growing. The economy is in recession and moving rapidly to even 
lower levels. Never before, throughout the entire postwar period, has there been 
such widespread pessimism in business circles. Increasingly, it is being pre- 
dicted that, although a repetition of the 1929-32 catastrophe is unlikely, we are 
headed for something worse, and possibly much worse, than the recessions of 
1949 and 1954. 

The basic need of the economy, if we are to avoid the danger that the recession 
will spiral downward, is for a massive injection of consumer purchasing power 
to correct the existing imbalance between productive power and purchasing 
power. 

This serious and growing imbalance between productive power and purchasing 
power is the direct result of the inequitable distribution of the fruits of the 
American economy. Giant corporations in both the United States and Canada 
are receiving a disproportionately large share of the national output and in 
both countries workers, farmers, and consumers are all being shortchanged. 

These giant corporations, through abuse of their power to administer prices, 
are not only robbing consumers through unjustified price increases, and penal- 
izing workers through short workweeks and layoffs, they are also creating a 
serious problem for thousands of small-business concerns. 

The uneven economic situation as between large, wealthy corporations, and 
smaller, less favorably situated companies confronts the UAW and other trade- 
union groups with a serious collective-bargaining problem. If our collective 
bargaining demands are tailored to fit the more favored economic position of 
the larger corporations, they create serious problems for corporations less fav- 
orably situated. If, on the other hand, our demands are tailored to fit the eco- 
nomics of the less favorably situated companies, then we give the large corpora- 
tions a still greater advantage and further intensify the imbalance out of which 
the economic problem originally developed. 

It is from these giant corporations that we must secure the greatest measure 
of the increased purchasing power needed to establish a dynamic balance be- 
tween purchasing power and productive power. 

The international executive board of the UAW is recommending a collective- 
bargaining program for consideration by the delegates who will attend the 
special convention scheduled to meet January 22-24 which gives full recogni- 
tion to these very practical realities. These collective-bargaining demands are 
formulated in two parts: 

1. Basic minimum economic demands. 

2. Supplementary economic demands. 

The basic minimum demands would be common to all employers for they rep- 
resent the minimum measure of progress that all workers have a right to expect 
as their share of the fruits of technological progress in the economy. These 
demands are based upon the average rate of productivity progress in our econ- 
omy as a whole and make a modest beginning at correcting for the past failure 
of real wages in UAW industries to keep pace with actual productivity progress 
achieved in the economy. 

The supplementary demands are over and above the basic minimum economic 
demands. They reflect the right of workers to share in the greater productivity 
and the greater progress which certain industries and certain corporations within 
such industries enjoy in excess of the progress made in the economy as a whole, 
and which these companies have failed to share with consumers and workers. 
The supplementary package also recognizes the right of consumers to share in 
such greater-than-average progress. 

This two-package approach is flexible, realistic, and economically sound be- 
cause it does not require a less favored company to meet a fixed demand based 
upon the economics of a more favored company, nor does it permit a more favored 
company to escape its obligation to workers and consumers by taking refuge 
behind the economics of less favored companies. 





ADMINISTERED PRICES 3637 


BASIC MINIMUM ECONOMIC DEMANDS 


The rate of productivity advance in the economy as a whole, as calculated 
from Bureau of Labor Statistics’ data, was 3.9 percent per year during the 
entire postwar period, 1947 through 1956, the latest year for which official data 
are available, despite the recessions, and the disruptions to production resulting 
from the Korean war, which occurred during those years. All workers have an 
unchallengeable right to share in the fruits of this increased productivity. 

The present improvement factor in our agreements, which is theoretically 
based on the average rate of gain in national productivity, is only 6 cents per 
hour or 24% percent of basic wage rates (excluding the cost-of-living allowance), 
whichever is greater. As a result of the difference between the size of the im- 
provement factor and the actual rate of productivity advance in the economy, 
our members have been deprived of a sizable part of their share of the gains 
from automation and other technological advances. 

We take the year 1940 as the starting point for measuring the size of the gap 
between wages and productivity because that was the year chosen by General 
Motors in 1948 negotiations as the base year for the cost-of-living part of the 
escalator-improvement factor wage formula. 

From 1940 through 1956, real average straight time hourly earnings of auto 
workers increased only 27.7 percent while productivity in the economy as a 
whole, as measured by the Bureau of Labor Statistics, increased 64 percent. In 
1956, auto workers averaged $2.28 per hour in straight-time earnings. Had the 
buying power of their wages kept pace with the rise in national productivity since 
1940, their straight-time earnings in 1956 would have been $2.93 per hour—a 
difference of 65 cents per hour. Only about half of the difference is accounted 
for by improvements in fringe benefits won during this period (excluding those 
fringe benefits, such as shift differentials, which are reflected in the BLS wage 
figures used for comparison with productivity). 

The economy is suffering today from the severe gap that has developed in the 
automobile and other industries between the buying power of wages and national 
productivity. It is a matter not only of elementary economic justice but of 
urgent economic necessity that the workers be given back the share of the fruits 
of productivity of which they have been shortchanged. The economic welfare of 
the Nation urgently requires that this gap be closed as rapidly as possible. 

The UAW has had and continues to have as its objective the twin goals of 
higher living standards and a fuller measure of constructive leisure, the latter to 
be achieved through a reduction of the workweek. 

The UAW has always recognized that the timing of the introduction of the 
shorter workweek must be related both to the rate of progress of our technology 
and to the needs of the Nation. 

The report approved by the UAW economic and collective bargaining confer- 
ence held in Detroit in November 1954, recognized that a major factor in deter- 
mining the time schedule for the reduction of the workweek was whether or 
not there was “an increase in international tensions requiring greatly increased 
diversion of economic resources to defense production.” 

At the time of the April 1957 convention, the delegates adopted a resolution 
proposing that a shorter workweek be among the major demands to be imple- 
mented in the 1958 negotiations. This decision was made in the light of the 
situation that appeared to exist in April of 1957. The delegates realized, how- 
ever, that a decision in April of 1957 was too far in advance of actual negotiations 
for a final collective bargaining program to be adopted. Accordingly, the dele- 
gates to the 1957 convention directed that a special convention be held in January 
of 1958, on the eve of negotiations, so that the same delegates could evaluate the 
situation and finalize their demands for 1958 negotiations at that time. 

If the same situation existed today as appeared to the delegates and to the 
American people to prevail in April 1957, the UAW would be justified in demand- 
ing in 1958 negotiations that a first step in the reduction of the workweek be 
taken in order to provide constructive leisure rather than the idleness of tech- 
nological unemployment. 

Every thinking American and Canadian concerned with the security of his 
country and the future of human freedom recognizes today that the problem 
symbolized by the Russian earth satellites has drastically changed what ap- 
peared to be a situation at the time of the 1957 UAW convention. 

The launching of the sputniks has revealed and dramatized the true dimen- 
sions of the challenge of Communist tyranny and has emphasized the necessity 
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for us to make the fullest possible use of our human and material resources to 
meet that challenge. 

As responsible citizens, and in conformity with established UAW policy in 
relation to the timing of the introduction of the shorter workweek, the leader- 
ship of the UAW recommends that the delegates to the special convention tem- 
porarily defer the implementation of the shorter workweek in 1958 in the light 
of the realities of the world situation. 

As a nation we need to work out a list of national priorities, and as a union 
we need to work out a list of collective-bargaining priorities in which we put 
first things first in the face of this changed world situation. 

Were it not for clear and irrefutable evidence that we are lagging behind 
Communist Russia in critical areas of the technological race relating to national 
security, and losing ground on the world diplomatic front, it would be practicable 
in our industry and in a number of others to move immediately toward reduc- 
tion of the workweek with increased weekly pay. Provision of an adequate 
military shield, the need for vastly stepping up the amount of our resources 
devoted to education and scientific research, and the urgent necessity for a 
greatly enlarged economic aid program, all require, we believe, that the re- 
duction of the workweek be temporarily deferred. 

We believe that UAW members and their families will share our belief that 
in this hour of freedom’s crisis the real need is to get the unemployed all back 
to work and to get those on short workweeks back on a full workweek, and that 
greater leisure, for the time being, can wait. 

Our members by the tens of thousands are suffering from short workweeks 
at the present time; but they are short workweeks with short pay checks— 
not the shorter workweek with higher take-home pay which has been and con- 
tinues to be our union’s objective. The United States, Canada, and the free 
world at this critical moment in history can ill afford the lost production rep- 
resented by these short workweeks and by the layoffs which have had their 
tragic impact upon many thousands of other UAW members and their families. 

Our need today, in fact our hope for survival, is the full production which 
can come only from full employment of the underemployed, reemployment of the 
unemployed, and maximum use of our Nation’s productive facilities. Only with 
full employment and full production can we provide for a strengthened defense 
posture, for the elimination of deficiencies in our scientific and educational 
systems, and for increased economic aid to the underprivileged peoples of the 
free world in the positive struggle against Communist tyranny and to make the 
peace secure in the world. 

A full employment-full production economy can, within the framework of a 
40-hour workweek, provide the economic basis for meeting our world responsi- 
bilities, and at the same time raise living standards, provide greater security 
for the aged, meet our domestic needs in terms of better housing, more adequate 
schools, hospitals, medical care programs, improved highways, and other essen- 
tial community facilities. 

At the same time we emphasize that while we can make conditional hours of 
work available to the Nation by deferring the introduction of the shorter work- 
week, we as a union cannot by ourselves assure that those hours will be used 
in constructive employment in the national interest. 

The responsibility for making full use of our human and material resources 
for achieving full employment and full production in the current national emer- 
gency rests squarely upon the administrations of both our countries. We shall 
be working side by side with men of good will in all walks of life in an effort to 
assure that the Federal governments shall take immediate steps to discharge this 
grave responsibility. 

While working as citizens to bring about speedy and appropriate governmental 
action, we also must meet our responsibilities and make the most of our oppor- 
tunities at the collective-bargaining table in 1958 to meet the problems of our 
members and to contribute to the solution of the problems of our nations. 

We can contribute through higher wages toward the increased purchasing 
power essential to correct the serious imbalance between developing productive 
power and lagging purchasing power. 

We can take effective steps at the bargaining table to provide greater security 
to laid-off workers and their families and to minimize the loss in purchasing 
power of workers experiencing short workweeks. 

We can help to minimize the problems of those affected by plant relocation 
and decentralization and the other dislocating effects of automation and tech- 
nological and economic change. 
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We can lay the groundwork now for the realization of the greater leisure of & 
shorter workweek with higher living standards when the lessening of interna- 
national tensions enables us to utilize part of our productive potential for greater 
leisure. 

We can contribute to expanded purchasing power by affording our retired 
members and their dependents a fuller measure of economic security and dignity 
through improved pension benefits. 

This is the purpose of our basic minimum economic collective-bargaining de- 
mands for 1958. 

Specifically, they are: 


A. Wage demands 


1. General wage increase,—All workers shall immediately receive a general 
wage increase applied on a percentage basis. This wage increase should real- 
istically reflect the increase in national productivity possible with our present- 
day technology in a full employment-full production economy. 

The major corporations in our industries have historically had higher rates 
of productivity advance than the economy as a whole and their executives have 
admitted that they expect to continue to do better than the economy as a whole. 
For example, Mr. C. BE. Wilson, then president of General Motors, in discussing 
the improvement factor on June 8, 1950, said: 

“We in General Motors have subscribed to what we think is the average of 
what the country can do. Of course, we hope to do better ourselves * * *” 
[Emphasis added.] 

This proposed general wage increase, based upon increased productivity, would 
add nothing to unit costs of production and would be noninflationary. On May 
24, 1951, before the Wage Stabilization Board, Mr. Harry W. Anderson, then 
vice president of the General Motors Corp., testified as to the noninflationary 
character of the annual improvement factor. Mr. Anderson stated that the im- 
provement factor is: 

“* * * repaid in the form of increased production so that in effect you some- 
times have a decrease in actual costs for a particular unit.” 

2. Elimination of wage rate inequities—Wage rate inequities within companies 
and among companies should be eliminated in all production, skilled trades, and 
other wage classifications where such inequities exist. 

Unequal pay for equal work is an obvious and flagrant injustice which cannot 
be tolerated. No company has a right to extract an additional profit from its 
workers based on the continuance of wage inequities. It is a well-recognized prin- 
ciple that wage inequities can and should*be corrected regardless of what happens 
with respect to either productivity or living costs. Even at the height of World 
War II and under a wage freeze the War Labor Board recognized the correction 
of wage inequities as a proper basis for wage adjustments. 

The cost of wage inequity correction will vary from company to company, fall- 
ing with greatest impact on those companies which have hitherto profited most 
from the inequities. 

83. Modernization and improvement of wage formula.—The cost-of-living allow- 
ance formula should be modernized and improved, including the factoring of the 
present cost-of-living allowance into the base rates, to provide workers full pro- 
tection against increases in living costs. 


B. Increased purchasing power for laid-off workers and workers on short work- 
weeks 

In recent months, tens of thousands of our members have suffered repeatedly 
from 3- and 4-day workweek schedules. The purchasing power lost through short 
workweeks is as serious in its impact on the economy as that lost through total 
unemployment. 

If the recession is permitted to deepen, many more thousands will be affected 
by short workweeks, while thousands of others will be laid off for weeks at a time. 
If the purchasing power needs of the economy are to be met, the incomes of 
workers penalized by short workweeks and the incomes of those suffering layoffs 
and unemployment must be maintained at the highest levels practicable. 

As the union pointed out in 1955 negotiations, and as experience since has 
verified, the SUB plans currently in effect are very much overfunded for the cur- 
rent level of benefits. This, fortunately, makes it possible, by strengthening and 
liberalizing the plans, to increase the purchasing power of workers suffering un- 
employment by giving them higher benefits for a longer period, and to also plug 
a major hole in the present plans by minimizing the loss of purchasing power 
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suffered by workers on short workweeks. This, we believe, can be done, com- 
pletely or in large measure, without increasing contributions from the corpora- 
tions beyond the established percentage of payroll. The need for increasing the 
purchasing power of unemployed and underemployed workers is so urgent, how- 
ever, that the necessary improvements must be made even if some additional cost 
should be involved. 

To achieve these objectives we recommend that our SUB demands should 
therefore include: 

1. Greater protection and increased purchasing power for laid-off workers 
and their families. 

(a) A substantial increase in SUBenefits, with the amount of benefits to be 
calculated as a percentage of gross pay, before taxes, with a flat dollar amount 
added for each dependent up to a specified maximum number of dependents. 

(b) An increase in potential maximum benefit duration to 52 weeks. 

(c) Provision of adequate benefits to be paid promptly to laid-off workers 
am. States where supplementation of unemployment compensation is not per- 
mitted. 

(d) Elimination of the $25 ceiling on supplemental benefits. 

2. Plugging the short workweek purchasing power gap. 

(a) Protection against short workweeks through putting the benefits on a 
daily rather than a weekly basis. The daily benefit would be equal to one-fifth 
of the new and increased weekly benefit level. Earnings on any day amounting 
to less than the daily benefit amount would be supplemented up to that amount. 
State unemployment compensation benefits received for full or partial weeks 
of unemployment would be divided by the number of days in the worker’s normal 
workweek during which he was unemployed in order to determine the supple- 
mental benefit to which the worker was entitled for each day of idleness. 

8. Simplification of administration and liberalization of eligibility require- 
ments. 


C. Action to meet impact of automation and other technological improvements 
and prepare for a shorter workweek with increased purchasing power 

The rapid advance of automation and other technological improvements in 
companies under contract with our union has already brought severe hardships 
and dislocations to many of our members, their families, and their communities. 
At the same time technological advance is bringing ever nearer the time when 
all workers can enjoy increased leisure with simultaneous improvements in their 
living standards. 

We propose a two-pronged attack *to meet the problems resulting from ac- 
celerated technological change. Specifically, we recommend that our 1958 collec- 
tive-bargaining demands in this area should include: 

1. A program to protect the workers’ equity when work is shifted from plant 
to plant. 

A five-point program for this purpose was adopted by the international execu- 
tive board on March 8, 1957, and subsequently by the UAW 16th Constitutional 
Convention. This program should be put into effect immediately to minimize in 
the years ahead hardships of the kind that have been suffered in recent years 
by many thousands of workers and their families. 

Under normal conditions this program will involve no cost. A cost will arise 
only if and when corporations decide on their own initiative and in their own 
interest to move work from one plant to another. Under those circumstances the 
workers affected are entitled to the minimum protection called for by the pro- 
gram, the cost of which will be more than offset by the economies which result 
from use of newer and more efficient facilities, more strategically located in rela- 
tion to changing market patterns. The program provides as follows: 

(a) Wherever technological changes or marketing factors require the shift in 
location of a plant with resultant reduction of employment at the former loca- 
tion, workers thus displaced shall have their job security fully protected by the 
right to transfer to the new location with full seniority rights, including all pen- 
sion, vacation, and SUB credits and insurance coverage and other equities asso- 
ciated with their length of service. 

(b) Where work is moved from one location to another, the union shall be 
recognized in the new plant as an extension of the bargaining unit. The con- 
tract standards in effect in the plant from which work has been transferred shall 
be applied to the new plant, the wage rates to be maintained on comparable jobs, 
and wage rates on new jobs to be fixed in proper relationship to those jobs car- 
ried over from the former location. 
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(c) Any worker exercising his right to transfer to the new plant shall be com- 
pensated for the cost of relocating his family in the community adjacent to the 
new plant. Since transfer of the new plant is considered a normal cost of oper- 
ating the business, the cost of facilitating a transfer of a worker and his family 
shall also be considered a normal cost of doing business and the employer shall 
be obligated to meet the cost af facilitating a transfer of the worker and his 
family as the employer is now obligated to meet the cost of transferring machin- 
ery and plant facilities. Accordingly, the employer shall assume the cost of 
economic losses incurred by the worker because of the movement of the plant and 
the employer shall also be required to pay a relocation allowance to the worker 
to enable him to meet his added daily cost during the period of relocation and 
adjustment. 

(@) Any worker who, because of age, or because of family ties, or for other 
such reasons, elects not to exercise his right to transfer, shall be compensated for 
the loss of his job by an adequate severance pay arrangement, without loss of 
seniority, to assist him and his family during the period of readjustment. 

(e) In multiple plant corporations, provisions shall be made for the establish- 
ment of areawide seniority agreements to faciiltate the transfer of workers from 
one plant to the other in the event of the shift in work or production schedules 
which may result in a layoff in one plant while additional jobs are opening up 
in another. 

2. Establishment of joint labor-management study committees on the shorter 
workweek and the impact of automation and technological advance. 

Our 1958 agreements must provide for the creation of such a study committee 
in every major corporation. The study committees should examine all phases of 
the problem of automation and other technological changes which are related to 
collective bargaining and levels of employment including plant relocation and 
decentralization, the impact of technological change on existing wave structures 
and wage classifications, on seniority, on training and retaining, on problems 
of older workers, etc. 

The joint labor-management study committees should put special emphasis 
on examining the scheduling and related problems connected with the shorter 
workweek with a particular view to reconciling full and efficient utilization of 
productive capacity with the reasonable desires of workers concerning their 
personal schedules of work and leisure. 

The matter of increasing weekly take-home pay simultaneously with reduction 
of the workweek remains the goal of our union. But this is a matter for negoti- 
ations rather than for joint study and therefore will not be the concern of the 
joint labor-management study committees. 


D. Pension improvements to provide greater security and dignity for retired 
members and their families 


While we have made significant and gratifying progress in achieving a measure 
of security and dignity for those of our members who are too old to work and too 
young to die, there is still much to be done before those members receive the 
full recognition to which they are entitled for their lifetime of constructive work. 
Increasing the incomes of the thousands of retired workers will also contribute to- 
expanding the purchasing power base, which is the key to getting back on a full 
employment-full production basis. The basic minimum demands in the area of 
pensions provide only for certain urgently needed improvements and liberaliza- 
tions of our existing pension plans. 

We therefore recommend that our minimum demands should include: 

1. Increased benefits and liberalized eligibility requirements. 

(a) A meaningful increase in normal retirement benefits; 

(bv) A proportionate increase in disability retirement pensions with an ade- 
quate minimum monthly payment until social security benefits begin; 

(c) Provision for periodic automatic adjustment of pension benefits to pre- 
serve their buying power in the face of living cost increases; 

(d@) Improved provision for early retirement for workers who, although not 
totally and permanently disabled, would endure severe hardships if they con- 
tinued to work; 

(e) Provision for preretirement counseling and training; 

(f) Reduction in the service requirement for disability retirement to 5 years 
and establishment of a rehabilitation program ; 


(g) Liberalization of the eligibility requirements for vesting to 5 years of 
service regardless of age. 
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Improvements in pensions are a most appropriate area in which to pick up a 
part of the fruits of productivity that have been denied our members in past years, 
Most of the workers already retired and approaching retirement were employed 
in the industries throughout the period involved. They, therefore, have an un- 
contestable right to recover in pensions this small part of what they lost in wages. 

2. Investment of workers’ pension funds in the interest of the workers and 
their communities. 

We recommend that in 1958 negotiations we insist upon the right of workers to 
have a voice through their union in the investment of a reasonable percentage of 
the pension funds, under adequate safeguards, in community improvements such 
as housing, health facilities, and other community needs in the communities in 
which the workers live to whom the pension funds belong. 

To date the investment of these funds has been in the hands of trustees 
appointed exclusively by the corporations. They have made funds available 
for luxury housing, office buildings, and other business investments completely 
removed from the communities in which the workers who own the funds live. 
It is a matter of simple economic justice and morality that moneys belong- 
ing to workers should be used to advance their interests and to build better 
communities for them and their families, and not to serve the interests of people 
who have no equity in the pension funds. 


E. Improvement in hospital-medical-insurance coverage for workers and their 
families 

We recommend that our objective in the field of medical care remain, as in 
the past, the achievement of a comprehensive prepaid program which will pro- 
vide for all medical and hospital needs of the worker and his family. 

In seeking to achieve this goal we face enormous obstacles arising out of the 
existing inadequate and obsolete organization of our medical care system. We 
have found repeatedly that, as we won additional money for medical care 
purposes in collective bargaining, our gains were largely nullified through in- 
creases in the cost of medical care. Frequently we succeeded only in increasing 
the incomes of the medical profession, without obtaining any real improvement 
in the quality or any extension of the coverage of medical care available to 
our members. In many areas of the United States and Canada, even if sub- 
stantial additional moneys were available for medical care, at the present time 
there is no existing agency or organization from which a high-quality compre- 
hensive program can be obtained. 

Despite these obstacles we must seek in these negotiations to overhaul our 
present programs with a view to reducing their inadequacies and inequities to 
the maximum degree possible under existing circumstances. We must also 
seek an equal voice with management in the administration of these programs, 
not only with respect to review of contested claims, but also in such matters 
that will insure the greatest possible benefits to the workers for the moneys al- 
located to these programs. 


F. Elimination of inequities.in security programs 


It is now generally accepted in industry that the costs of pensions and of 
hospital-medical insurance protection for workers are a proper charge upon 
employers as part of the normal costs of doing business. While pockets of ideo- 
logical resistance to SUB still remain, the cost of employment and income se- 
curity is also coming increasingly to be recognized and accepted as a normal and 
proper operating cost. 

Nevertheless, there are thousands of members of our union who lack protection 
against some of the hazards for which these security programs are designed 
or who, in one or more areas, have inadequate protection. These inequities are 
as unjustifiable and as intolerable as wage inequities referred to above and we 
recommend that they be given adequate attention in 1958 negotiations wherever 
they exist. 


G. Other economic demands and noneconomic contract matters 


Additional economic demands appropriate in specific situations such as week- 
end and holiday overtime pay on 7-day operations, improved shift differentials, 
ete., will be determined by the local unions or corporation councils, which in 
each case will decide, based on the circumstances involved, whether such de- 
mands should be made part of the basic minimum package. 

Similarly, demands for contractual changes including demands of a purely 
local character and those involving noneconomic matters will be determined 
by the local unions and/or corporation councils. 
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DEMANDS IN AIRCRAFT AND MISSILES INDUSTRY 


In the aircraft and missiles industry we face special problems arising out of 
cutbacks and stretchouts in the defense program, the readjustment of that pro- 
gram in reaction to the sputniks, the shift of emphasis from piloted planes to 
missiles, and the fact that aircraft workers have still to achieve parity in 
wages and security with the members of our union in other industries. 

Special demands must therefore be formulated for aircraft and missiles work- 
ers and the negotiations in that industry will be separate from those in the other 
industries whose workers are represented by our union. 

Under the terms of our union’s mutual assistance agreement with the In- 
ternational Association of Machinists, collective bargaining demands to be sub- 
mitted to the aircraft and missiles companies under contract with the UAW 
and the IAM are being developed jointly by the two organizations and our col- 
lective bargaining efforts are being coordinated through the IAW-UAW joint 
standing planning and coordinating committee in the aircraft and missiles 
industry. 


SUPPLEMENTARY 





ECONOMIC DEMANDS AND PRICE REBATES FOR CONSUMERS 


The basic minimum economic demands are based on the average rate of pro- 
ductivity progress and on the need to make at least a modest beginning on catch- 
ing up to past productivity gains from which the workers have not received 
their proper share. The productivity basis for the minimum economic demands 
is the rate of advance of the entire economy in which all have a right to share. 

Technological advance is uneven as among industries and, within industries, 
is uneven as among companies. The automotive and agricultural implement 
industries historically have increased their productivity far more rapidly than 
has the economy as a whole. From 1920 to 1940, the only period for which offi- 
cial productivity figures are available for both industries, productivity as 
measured by output per manhour rose 159.3 percent in the automotive industry 
and 177.4 percent in the agricultural implement industry. During the same 
period, productivity in the economy as a whole (excluding Government for 
which no measurement is possible) increased by only 63 percent. 

These two industries are still in the vanguard of technological advance. The 
auto industry particularly has been and continues to be one of the outstand- 
ing pioneers in introducing automation and the other new tools of abundance 
that characterize the second industrial revolution. These two industries are 
undoubtedly continuing to increase their productivity at a substantially greater 
rate than the economy as a whole. 

Within each of these industries, however, individual companies are progress- 
ing at varying rates. The larger and wealthier companies with mass markets 
sufficiently large to permit profitable use of the most expensive and most produc- 
tive tools, and with vast financial resources with which to purchase those tools, 
tend to advance more rapidly than the smaller and less favored firms. 

The tight money and other economic policies of the Big Business Administra- 
tion have further increased the concentration of economic wealth and enhanced 
the profits of these giant corporations at the expense of smaller concerns. The 
disproportionate distribution of profits has been aggravated by the fact that big 
corporations possess and have abused the power to arbitrarily raise prices with- 
out regard to the law of supply and demand. 

The growing concentration of economic power in the hands of a few giant 
corporations and their monopolistic control over the flow of parts and supplies 
in industry have resulted in many small parts suppliers in the autmobile and 
agricultural implement industries being squeezed to the point where their very 
existence is in jeopardy. 

High prices charged for cars and farm implements by the major producers 
sharply contracted markets resulting in reduced demand for parts and com- 
ponents. This has further intensified competition among the parts suppliers 
for such business as is available. As usual, the auto and implement mannufac- 
turers have been taking the fullest advantage of this competition to enlarge 
their own profits at the expense of these suppliers. Many supplier corporations, 
including some sizable ones, have been forced out of business. 

Our collective bargaining program for 1958 must take into account the un- 
evenness in the distribution of profits. We must seek the major additions to 
mass purchasing power so urgently needed by the economy from the corporations 
which have excessive profits. These excessive profits represent gains from 
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technological advance unfairly withheld from the workers and consumers with 
whom they should have been shared. 

Our union has accepted the validity in principle of an improvement factor 
geared to changes in the productivity of the whole economy rather than to the 
greater productivity advances of our own industries. By so doing, we have, in 
effect, agreed to share the fruits of our own productivity with other workers 
and consumers. But that sharing is not accomplished unless the major corpo- 
rations in our industries which make greater than average productivity progress 
share this progress with consumers through lower prices. 

Price reductions in industries where technology advances rapidly should coun- 
terbalance price increases that may be needed to give workers in more slowly 
advancing industries their fair shares in the fruits of the increased efficiency 
of the economy as a whole. Only through such offsetting price reductions and 
price increases is it possible simultaneously to maintain the stability of the gen- 
eral price level and to provide equitable shares for all in the gains from pro- 
ductivity. 

In actual fact, wages of UAW members have increased at less than the aver- 
age rate of productivity advance for the whole economy—let alone the more 
rapid rate in our éwn industries. Yet there have been unjustifiable price in- 
creases rather than price decreases in the industries in which our members work. 

Failure to refiect greater than average advances in productivity in price re- 
ductions means that purchasing power that properly belongs to consumers is 
being withheld by the corporations for their own benefit. This is apparent in 
the exorbitant profits of the major auto corporations which normally run far 
in excess of returns on investment obtained by the average manufacturing cor- 
poration. In the years 1947 through 1956, annual rates of profit before taxes on 
stockholders’ investment, as of the beginning of each year, averaged 44.1 per- 
cent for the Big Three auto corporations—nearly twice as great as the 23.5 
percent during the same period for all manufacturing corporations. 

There is no machinery available to the union to bring about reductions in 
extortionate prices that fail to reflect productivity advances. Every construc- 
tive effort on the part of the UAW to protect consumers against excessive prices 
and to assure them of their equity in productivity progress through price re- 
ductions has been rejected by the managements of the auto corporations. These 
managements have repeatedly refused to heed our appeals for socially responsi- 
ble corporate pricing policies. This leaves the union no alternative means to 
direct the extra purchasing power generated by greater than average produc- 
tivity advances into the stream of consumption except through wage increases 
and similar economic benefits to workers that go beyond the average rate of 
productivity advance for the economy as a whole. 

This is the basic economic purpose of our supplementary package of eco- 
nomic demands. 

Unless a substantial portion of excessive profits is diverted into consumer 
purchasing power through higher wages and lower prices, the existing imbal- 
ance between productive power and purchasing power will continue, creating 
the danger that the already serious present recession will spiral into one of 
much more serious proportions. 

The fact that our supplementary economic package will provide greater gains 
from the more profitable corporations than from the less profitable does not 
mean that we will subsidize managerial inefficiency through substandard wages 
and conditions or that we will abandon the claim that all our members have to 
their rightful share in the fruits of the Nation’s advancing technology. Sub- 
standard wages and wage inequities must be eliminated and all of our mem- 
bers, wherever they work, must be given the reasonable increase in their liv- 
ing standards and the other gains called for in our basic minimum economic 
demands. 

These basic minimum economic demands represent the minimum cost of doing 
business. Just as a corporation meets basic salaries to corporation executives 
but provides in addition for the supplementation of those salaries by affording 
each executive a share in a bonus system based upon the profits of the corpora- 
tion beyond a specified percentage, we propose that, in addition to their basic 
wages, workers be afforded the opportunity to share in the profits of the cor- 
poration on a basis similar to the corporation executives. 

The payment of bonuses to executives while they are denied to wage and 
lower bracket salaried workers is another indefensible double economic and 


moral standard of the kind which our union has fought against and corrected 
in the past. 
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We believe, also, that the consumer, as well as the worker and stockholder, has 
a right to share equitably in profits above a basic level. Profits above that level 
reflect gains from technological advance that should be reflected at least in 
part in price reductions. If corporations deem it too risky to share those gains 
with consumers through direct price reductions before the effects of technological 
advance have been reflected in actual profits, they should make provision for 
sharing with consumers after the profits have been realized and have thus become 
a known quantity. 

We therefore strongly recommend that consumers be given an equal share 
with the workers in realized profits above a basic level through rebates to those 
who have bought the corporations’ products. 

The supplementary economic demands for workers and the recommended price 
rebates for consumers, as previously explained, reflect the right of workers and 
consumers to share in the greater productivity and the greater progress which 
certain industries and certain corporations within such industries enjoy in excess 
of the progress made in the economy as a whole and which, to date, these com- 
panies have failed to share with consumers and workers. They are designed 
to afford workers and consumers an opportunity to share in the profits of such 
corporations in the Same manner as their executives now do. 

The executives’ bonus plans of all the Big Three auto corporations provide 
for a share in any excess of profits above a specified basic return on investment. 

In General Motors, the executive bonus fund gets 12 percent of all profits after 
taxes above a basic return of 5 percent after taxes on so-called net capital. 
The latter is defined essentially as stockholders’ investment (net worth) plus 
long-term debt at the end of the preceding year, with provision for adjustment for 
changes during the year in net worth or long-term debt. This formula has 
been in effect in General Motors since 1947 with only minor changes. 

The Ford formula is the same in all essential respects except that it is figured 
on the basis of profits before, rather than after, taxes. Thus, Ford does not 
pay bonus to executives until profit before taxes exceeds 10 percent on net capital. 
With a 52 percent profit tax rate applicable to all but an insignificant portion 
of Ford’s profits, this means that Ford pays bonus to executives on profits in 
excess of 4.8 percent on net capital after taxes. Similarly, the Ford bonus fund 
receives 6 percent of all profits before taxes (which is approximately equivalent 
to General Motors’ 12 percent after taxes) in excess of the base return on net 
capital. 

The Chrysler executives’ bonus plan varies somewhat from the other two in 
providing that profits of 7 percent before taxes (less than 3% percent after 
taxes) must be earned on net capital before any bonus is paid. The bonus 
fund receives 5 percent, also before taxes, of profits in excess of 7 percent on 
net capital. 

We propose that the corporations meet, as the minimum cost of doing business, 
basic wages to workers, basic salaries of corporation executives, basic profits of 
10 percent on net capital before taxes to stockholders, and that, having met 
these three basic obligations—wages, salaries and provision for dividends—there 
be an equitable threeway sharing of the profits over and above the 10 percent. 

Taking into aecount the fact that profits retained by the corporations after 
payment of bonuses to their executives will be subject to the corporate profits 
tax, we propose that one-half of all profits above 10 percent on net capital before 
taxes be retained by each corporation for its stockholders and executives. 

We propose that one-fourth be allocated to all wage and salaried employees 
other than executives eligible to participate in the executives’ bonus plan. 

If it was reasonable in General Motors, for example, for 14,205 executives 
to share in 1956 in the equivalent of 6 percent of profits before taxes above the 
basic level is it not equally reasonable for GM’s approximately 500,000 wage and 
salaried employees in the United States and Canada to share in 25 percent of 
profits before taxes above that same basic level? During the 10 years, 
1947 through 1956, General Motors’ executives shared bonuses in excess of $606 
million. 

We recommend that the remaining one-fourth be allocated by the corporations 
to consumers. This we make as a recommendation rather than as a collective 
bargaining demand, because the corporations have persistently insisted that 
prices are not subject to collective bargaining. This recommendation would 
leave them as free as in the past to set their prices at whatever level they may 
think best. Our recommendation is that they share profits in excess of the 
basie level with consumers—as well as with stockholders, executives and work- 
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ers—after the end of the year when the amoant of profits is a known rather 
than a conjectural quantity. (This share of profits which would go to the con- 
sumers would be equal to the share of wage and salaried employees. ) 

We suggest, in other words, that consumers’ share of profits above the basic 
minimum of 10 percent on net capital be paid in the form of a rebate to those 
who have bought the corporations’ products during the year. 

Neither the principle nor the mechanics of this proposed sharing of profits is 
original with us. 

The idea of an equitable three-way sharing of the gains from productivity 
has long been accepted in principle, if not always in practice, even in conserva- 
tive business circles. The most recent expression of the idea comes from Senator 
Flanders of Vermont, a Republican, and a former banker and industrialist, 
who, as recently as November 14, 1957, said that when an increase in productiv- 
ity has been achieved : 

“* * * the profits from this increase should be divided three ways between 
the three groups whose interests are involved. I would propose that one-third of 
the profits be assigned to increasing wages, one-third should be assigned to the 
business itself and one-third should go toward the lowering of prices.” 

We have departed from Senator Flanders’ suggestion by proposing allocation 
of one-half, instead of one-third, to the corporation and its executives and allo- 
eation of one-fourth, instead of one-third, each to consumers and workers. 

The level above which profits ought to be shared with consumers and work- 
ers—10 percent on net capital before taxes—is the level fixed by two of the Big 
Three auto corporations, General Motors and Ford, as the basic minimum level 
above which there are available “extra” profits which can properly be shared 
between executives and stockholders. We propose only to extend this principle 
to cover workers and consumers in addition to executives and stockholders. 

The manner in which profits are proposed to be shared—bonuses to workers 
and rebates to consumers—in the one case follows the pattern of present sharing 
with executives, and in the other follows the rebate idea originated by Henry 
Ford and recently proposed by Mr. George Romney, president not only of Ameri- 
can Motors but also of the Automobile Manufacturers Association, who, on 
September 14, 1957, said: 

“I'd like to be able to go to the American car-buying public this fall and say: 
‘Look, if you buy 180,000 Ramblers in 1958, at the end of the year we'll give you 
$100 back on your purchase price.’ A $100 rebate.” 

During the 1955 UAW negotiations with General Motors and Ford, both 
companies proposed to our union that their workers share in the profits of the 
corporations through a stock purchase plan. These plans were rejected, not 
only because of many technical deficiencies, but mainly because of the inequities 
they would create. Only those workers who were in a position to save part 
of their incomes would have benefited from the proffered stock purchase plans. 
The workers with the greatest need—those in the lower wage rate classifications, 
those with large families, those who lost wages through layoff, illness, or 
accident—-would have been able to obtain little if any benefit from the stock 
purchase plans proposed by the companies. 

We believe that the proposal which we are advancing in our supplementary 
demands, for one-fourth of the corporation’s profits before taxes above 10 
percent on net capital to be shared among all the workers, is a far more sound 
and equitable method for sharing in the prosperity of the company. 

The money available for the supplementary package would be allocated to 
various purposes by the workers themselves through the democratic machinery 
of their union. The General Motors workers, the Ford workers, the Chrysler 
workers, and the workers in any other company would determine democratically 
how they chose to allocate the money available from their particular companies 
through this supplementary package. 

They would be free to use it for any or all of the following purposes: 

1. Additional wage increases. 

. Added hospital-medical-insurance protection. 

. Added protection against short workweeks and layoffs. 

. Added protection for workers affected by plant and job movement and 
technological change. 

Further pension improvements. 

. Additional paid holidays. 

. Lengthened vacations. 

. Any other purposes which they deem advisable. 


Hm OH bo 


DAIS 
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The international executive board submits this recommended collective 
bargaining program for the consideration of the delegates to the special con- 
vention in the sincere belief that these demands are economically sound and 
morally right and represent a practical approach to our collective bargaining 
problems in 1958. This program will be discussed fully and completely in the 
special convention by the delegates in keeping with the democratic tradition 
of the UAW, and the delegates will make the final decision with respect to the 
1958 collective bargaining program. 

Following the convention there will be convened corporation council meetings 
in Ford, General Motors, Chrysler, agricultural implements, and in other sections 
of our union where the economic demands will be translated into specific con- 
tract proposals along with noneconomic contract demands. Local unions in 
plants not connected with a multiple plant corporation and having separate 
contracts will formulate and process their demands as in the past. 


INTERNAL REVENUE CODE 


§ 401. QUALIFIED PENSION, PROFIT-SHARING, AND STOCK BONUS 
PLANS. 


(a) REQUIREMENTS FOR QUALIFICATION.—A trust created or organized in the 
United States and forming part of a stock bonus, pension, or profit-sharing plan 
of an employer for the exclusive benefit of his employees or their beneficiaries 
shall constitute a qualified trust under this section— 

(1) if contributions are made to the trust by such employer, or employees, 
or both, or by another employer who is entitled to deduct his contributions 
under section 404 (a) (3) (B) (relating to deduction for contributions to 
profit-sharing and stock bonus plans), for the purpose of distributing to such 
employees or their beneficiaries the corpus and income of the fund accumu- 
lated by the trust in accordance with such plan; 

(2) if under the trust instrument it is impossible, at any time prior to 
the satisfaction of all liabilities with respect to employees and their bene- 
ficiaries under the trust, for any part of the corpus or income to the (within 
the taxable year or thereafter) used for, or diverted to, purposes other than 
for the exclusive benefit of his employees or their beneficiaries ; 

(3) if the trust, or two or more trusts, or the trust or trusts and annuity 
plan or plans are designated by the employer as constituting parts of a plan 
intended to qualify under this subsection which benefits either— 

(A) 70 percent or more of all the employees, or 80 percent or more 
of all the employees who are eligible to benefit under the plan if 70 per- 
cent or more of all the employees are eligible to benefit under the plan, 
excluding in each case employees who have been employed not more 
than a minimum period prescribed by the plan, not exceeding 5 years, 
employees whose customary employment is for not more than 20 hours 
in any one week, and employees whose customary employment is for 
not more than 5 months in any calendar year, or 

(B) such employees as qualify under a classification set up by the 
employer and found by the Secretary or his delegate not to be discrimi- 
natory in favor of employees who are officers, shareholders, persons 
whose principal duties consist in supervising the work of other em- 
ployees, or highly compensated employees ; 

and 

(4) if the contributions or benefits provided under the plan do not dis- 
criminate in favor of employees who are officers, shareholders, persons whose 
principal duties consist in supervising the work of other employees, or highly 
compensated employees. 

(5) A classification shall not be considered discriminatory within the 
meaning of paragraph (3) (B) or (4) merely because it excludes employees 
the whole of whose remuneration constitutes “wages” under section 312 
(a) (1) (relating to the Federal Insurance Contributions Act) or merely 
because it is limited to salaried or clerical employees. Neither shall a plan 
be considered discriminatory within the meaning of such provisions merely 
because the contributions or benefits of or on behalf of the employees under 
the plan bear a uniform relationship to the total compensation, or the basic 
or regular rate of compensation, of such employees, or merely because the 
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contributions or benefits based on that part of an employee’s remuneration 
which is excluded from “wages” by section 3121 (a) (1) differ from the 
contributions or benefits based on employee’s remuneration not so excluded, 
differ because of any retirement benefits created under State or Federal 
aw. 

(6) A plan shall be considered as meeting the requirements of paragraph 
(3) during the whole of any taxable year of the plan if on one day in each 
quarter it satisfied such requirements. 

(b) CERTAIN RETROACTIVE CHANGES IN PLAN.—A stock bonus, pension, profit- 
sharing, or annuity plan shall be considered as satisfying the requirements of 
paragraph (3), (4), (5), and (6) of subsection (a) for the period beginning with 
the date on which it was put into effect and ending with the 15th day of the third 
month following the close of the taxable year of the employer in which the plan 
was put in effect, if all provisions of the plan which are necessary to satisfy such 
requirements are in effect by the end of such period and have been made effective 
for all purposes with respect to the whole of such period. 

(B) The term “securities of the employer corporation” includes se- 
curities of a parent or subsidiary corporation (as defined in section 

21 (d) (2) and (3) of the employer corporation. 

(C) The term “total distributions payable’ means the balance to the 
credit of an employee which becomes payable to a distributee on ac- 
count of the employee’s death or other separation from the service, 
or on account of his death after separation from the service. 

(b) TAXABILITY OF BENEFICIARY OF NONEXEMPT TRUST.—Contributions to an 
employees’ trust made by an employer during a taxable year of the employer 
which ends within or with a taxabie year of the trust for which the trust is 
not exempt from tax under section 501 (a) shall be included in the gross income 
of an employee for the taxable year in which the contribution is made to the 
trust in the case of an employee whose beneficial interest in such contribution is 
nonforfeitable at the time the contribution is made. The amount actually dis- 
tributed or made available to any distributee by any such trust shall be taxable 
to him, in the year in which so distributed or made available, under section 72 
(relating to annuities) except that section 72 (e) (3) shall not apply. 

(c) TAXABILITY OF BENEFICIARY OF CERTAIN FOREIGN Situs Trusts.—For pur- 
poses of subsections (a) and (b), a stock bonus, pension, or profit-sharing 
trust which would qualify for exemption from tax under section 501 (a) except 
for the fact that it is a trust created or organized outside the United States 
shall be treated as if it were a trust exempt from tax under section 501 (a). 

(d) CERTAIN EMPLOYEES’ ANNUITIES.—Notwithstanding subsection (b) or any 
other provision of this subtitle, a contribution to a trust by an employer shall 
not be included in the gross income of the employee in the year in which the 
contribution is made if— 

(1) such contribution is to be applied by the trustee for the purchase of 
annuity contracts for the benefit of such employee ; 

(2) such contribution is made to the trustee pursuant to a written agree- 
ment entered into prior to October 21, 1942, between the employer and the 
trustee, or between the employer and the employee; and 

(3) Under the terms of the trust agreement the employee is not entitled 
during his lifetime, except with the consent of the trustee, to any payments 
under annuity contracts purchased by the trustee other than annuity 
payments. 


§ 402. TAXABILITY OF BENEFICIARY OF EMPLOYEES’ TRUST. 


(a) TAXABILITY OF BENEFICIARY OF EXEMPT TRUST.— 


(1) GENERAL RULE.—Except as provided in paragraph (2), the amount 
actually distributed or made available to any distributee by any employees’ 
trust described in section 401 (a) which is exempt from tax under section 
501 (a) shall be taxable to him in the year in which so distributed or made 
available, under section 72 (relating to annuities) except that section 
72 (e) (3) shall not apply. The amount actually distributed or made avail- 
able to any distributee shall not include net unrealized appreciation in secu- 
rities of the employer corporation attributable to the amount contributed 
by the employee. Such net unrealized appreciation and the resulting ad- 
justments to basis of such securities shall be determined in accordance 
with regulations prescribed by the Secretary or his delegate. 
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(2) CAPITAL GAINS TREATMENT FOR CERTAIN DISTRIBUTIONS.—In the case 
of an employees’ trust described in section 401 (a), which is exempt from 
tax under section 501 (a), if the total distributions payable with respect to 
any employee are paid to the distributee within 1 taxable year of the dis- 
tributee on account of the employee’s death or other separation from the 
service, or on account of the death of the employee after his separation from 
the service, the amount of such distribution, to the extent exceeding the 
amounts contributed by the employee (determined by applying section 72 
(f)), which employee contributions shall be reduced by any amounts there- 
tofore distributed to him which were not includible in gross income, shall be 
considered a gain from the sale or exchange of a capital asset held for more 
than 6 months. Where such total distributions include securities of the 
employer corporation, there shall be excluded from such excess the net un- 
realized appreciation attributable to that part of the total distributions 
which consists of the securities of the employer corporation so distributed. 
The amount of such net unrealized appreciation and the resulting adjustments 
to basis of the securities of the employer corporation so distributed shall be 
determined in accordance with regulations prescribed by the Secretary 
or his delegate. 

(3) DEFINITIONS.—For purposes of this subsection— 

(A) The term “securities” means only shares of stock and bonds or 
debentures issued by a corporation with interest coupons or in registered 
form. 

The employee shall include in his gross income the amounts received under such 
contracts for the year received as provided in section 72 (relating to annuities) 
except that section 72 (e) (3) shall not apply. This subsection shall have no 
application with respect to amounts contributed to a trust after June 1, 1949, if 
the trust on such date was exempt under section 165 (a) of the Internal Revenue 
Code of 1939. For purposes of this subsection, amounts paid by an employer for 
the purchase of annuity contracts which are transferred to the trustee shall be 
deemed to be contributions made to a trust or trustee and contributions applied 
by the trustee for the purchase of annuity contracts; the term “annuity contracts 
purchased by the trustee” shall include annuity contracts so purchased by the 
employer and transferred to the trustee; and the term “employee” shall include 
only a person who was in the employ of the employer, and was covered by the 
agreement referred to in paragraph (2), prior to October 21, 1942. 

(e) CERTAIN PLAN TERMINATIONS.—For purposes of subsection (a) (2), dis- 
tributions made after December 31, 1953, and before January 1, 1955, as a result 
of the complete termination of a stock bonus, pension, or profit-sharing plan of 
an employer which is a corporation, if the termination of the plan is incident 
to the complete liquidation, occurring before the date of enactment of this title, 
a reorganization, as defined in section 368 (a), shall be considered to be dis- 
tributions on account of separation from service. 


{From New York Journal of Commerce, February 5, 1958] 


NEWSLETTER—COMMODITY REPORT—PRICE DISTORTIONS MAY 
CoOMPLICATE READJUSTMENT 


The numerous price distortions that presently exist in our economy have been 
given little consideration in connection with the current general business re- 
cession. 

One of the major products of the postwar inflation has been the breeding of 
a great number of distortions within the commodity price structure. 

There never has been a time, whether business activity was high or low, when 
some distortions did not exist between prices of various commodities. At the 
present time, however, there is an unusually large amount of such maladjust- 
ments. 


NEVER NORMAL 


In periods of rising general business activity, prices of some commodities and 
groups of commodities tend to rise more rapidly than others. And, when business 
activity is declining, some commodities are under more pressure than others. 

Supply and demand considerations for the various commodities, as well as the 
tendency for some commodities to be more “sticky” (less sensitive to downward 
pressures) than others, also enter the picture. 
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Consequently, there is no way to determine what might be considered as a 


“normal” relationship between the various commodities and groups of com- 
modities. 

The 1947-49 base period used for the Bureau of Labor Statistics wholesale 
price index in no way can be considered as normal. Nevertheless, the varying 
degrees of movement since the early postwar period show up numerous dis- 
tortions. 


DURABLES 


Increases since 1947-49 in durable goods have far outrun the increases in the 
BLS wholesale index. ‘This reflects the fact, of course, that the postwar business 
boom, like every business boom, has been primarily a boom in durable goods of 
various kinds. 

Some of the greatest price gains have been in producers’ goods, here reflecting 
the sharp expansion in capital expenditures for new plant and equipment. 

Prices of metal-working machinery, largely machine tools, have risen 79 per- 
cent since 1947-49, as compared with an increase in the BLS wholesale index of 
about 19 percent. 

Steel mill products have advanced 83 percent, according to BLS, and all ma- 
chinery, equipment, and construction materials made of steel have risen much 
more than the general price level. 

So, too, have automobiles. Sharp increases have not been confined to com- 
modities made of steel. Nonferrous metals and products, despite their down- 
trends for many months, still show greater gains since 1947-49 than the general 
price level. 


ACTIVITY OFF 


It is not a coincidence that the greatest contractions in production since the 


current recession began have occurred, as a general rule, in those areas where 
prices have increased the most since the early postwar years. 


This development appears to have been overlooked by the majority of econo- 
mists. 


J.R. W. 


[From the Washington Post and Times Herald, February 6, 1958] 


BUSINESS OUTLOOK—Bi1¢6 3 Puts ’55 Ipgeas Into Its ’58 Mopets 
By J. A. Livingston 


I have my own theory about the molasses in 1958 automobile sales. I’m sure 
most of the stylist and market researchers at Ford, General Motors, and Chrysler 
will think I’m on the zany side of sanity when I suggest that the industry is 
selling 1955 conceptions in a 1958 market and that’s its trouble. 

To the auto industry, those great big, long, low, chrome-plated passenger cars 
with tail fins, sculptured curves, fanciful colors, and year-to-year changes are 
what ga-gas the public. I wonder. I'll acknowledge that the scion or scioness 
of the average family gets pleasure out of saying: “We're driving a 1958 Lincoln; 
it’s a beauty.” 

The scioness wouldn’t say that with conviction if the difference weren’t readily 
apparent. Hence, the accent on change, on styling. A new car like a new 
mink coat or a new winter hat needs to be obviously new to be a psychological 
tonic. And each year, as the tonic becomes increasingly expensive, more and 
more persons get priced out of coddling their egos with style changes, be they 
ever so glittering. 

This traitorous notion has entered the mind of Senator Estes Kefauver 
(Democrat, Tennessee), who, as chairman of the Antitrust and Monopoly Sub- 
committee investigating industrial pricing, asked Walter Reuther, head of the 
United Auto Workers, whether styling sold new cars. Reuther replied that if 
ears had less fancy and less largeness, they’d be less pricy. He, personally, 
drives a 1957 Rambler—American Motors’ answer to Big Three bigness, beauty, 
and body changing. Senator Kefauver noted that Senator Prescott Bush (Re- 
publican, Connecticut) was unhappy because cars were getting too big for their 
garages, including the Senators. 

Most persons, I suspect (using myself as a sample one), consider buying a 
new car when (@) the piston rings and tires of the old car start giving out, or 
(b) some technological breakthrough in auto construction occurs. Both factors 
prodded sales throughout the postwar period : 
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Prewar vintage cars had to be replaced. 

Development of automatic transmissions, power steering, and power brakes 
quickly obsoleted early postwar models. 

The pressure to get newer models with postwar improvements culminated in 
the razzle-dazzle 7.9-million-car year of 1955. Automatic transmissions, power 
brakes, and power steering sold cars, in my opinion, not length, breadth, and 
gaud. Car buyers weren’t keeping up with the Joneses in display per se. They 
were turning in old cars to keep up with the industry’s technological advance. 
Sales had a solid base. But auto companies—and again I’m assuming—mistook 
the base. 

GM, Ford, and Chrysler compete not only in the mechanical qualities of their 
products but in styling. As technology improved, new designs were introduced. 
And, since the mechanical improvements were not too different company by 
company, sales departments emphasized styles in their advertising, usually with 
pretty models draped alongside cars for curvilinear accent. 

As sales boomed in 1955, the industry associated increased volume with these 
newer styles. And that’s where I think the mistake was made. Wear and tear 
and new developments were what brought in the customers. Once interested in 
buying, the customers chose the cars which were most satisfying stylewise. 

When the industry’s doorbell ringers and motivation researchers asked new- 
ear purchasers what prompted their choice, style was high on the list.’ Style 
“sold” cars, not the technology which first motivated the customer. So, 1955 
design concepts—bigger, longer, gaudier—were projected ahead to 1957 and 
1958 necessarily. 

The stylist’s dream comes to slow fruition. It’s 2 to 3 years at a minimum 
from drawing board to assembly line. The 1955 sales success convinced auto com- 
panies that restyling was necessary to keep up with rivals, even though restyling 
is expensive and the stylists ultimately run out of ideas. Change for change’s 
sake becomes a substitute for functionalism. 

If the industry really wants to sell cars—push to higher and higher totals— 
it would do better to concentrate on engineering, and suit style to efficiency. 
The automobile is no longer a luxury or convenience. It’s a necessity, a way 
to get to work, to market, to the seashore, to the lake, or to the country hideout. 
It’s not an end in itself. So many people have cars that owning a car has 
ceased to be distinctive. At least that’s my theory. 


[From the Wall Street Journal, January 13, 1958] 
TextTixE Mitts Are Hit By Mountina Auto ASSEMBLY LAYOFFS, CUTBACKS 
UPHOLSTERY FABRIC WEAVERS AND OTHERS FEEL DROP IN ORDERS FROM DETROIT 


By George J. Church, staff reporter of the Wali Street Journal 


New Yorx.—Mounting layoffs and production curtailments at auto-assembly 
plants are piling up new troubles for textile mills. 

Auto makers are major customers of the textile industry, buying heavy yard- 
ages of cotton and synthetic cloth for car upholstery, door panels, and roof linings, 
and indirectly consuming huge tonnages of rayon and nylon tire yarns. The car 
companies’ slow start on 1958 model production, accordingly, is already slashing 
into sales at some big weaving mills. And though tire yarn producers say it’s 


having no effect on their business yet, at least a few are eyeing it apprehensively 
as a clue to future prospects. 


SOUTHERN MILL CUTS BACK 


Reports on how deeply these cutbacks have affected fabric-weaving mills differ, 
though all agree it has been felt. “Our shipments have been down very sharply, 
and we're right in the middle of a 3-week period in which our auto business has 
been just about nothing, while the car makers are balancing inventories,” reports 
one southern upholstery-fabric mill. “We have orders to start shipping again 
after that, but on lessened production schedules,” an official adds. “Just how 
much we'll cut back our production, I can’t tell you.” 

“We’re very disappointed,” echoes a merchandising official of a major southern 
chain of cotton and rayon mills. “We had expected the coaters (companies that 
buy cotton fabrics and coat them with a thin sheet of plastic for auto upholstery ) 
to come into the market right after the turn of the year and cover their cloth 
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requirements at least for January, if not February. But they still haven't, and 
they tell us the reason is that they’re getting no releases (orders) out of Detroit.” 

Other auto-fabric weavers confirm that they’ve felt the Detroit slowdown, too, 
but so far not very sharply. “We're still shipping at a pretty decent rate against 
orders taken in December,” reports one big mill. “But there’s no new business 
coming in now, so we'll run out of orders pretty soon and there may be a hiatus 


before we get more. It’s too soon to tell now just what will happen, but this thing. 
is bound to have an effect.” 


YARN MAKERS MORE CHEERFUL 


Tire-yarn makers are considerably more cheerful. Du Pont Co. notes that 
nylon-yarn makers probably will feel only an indirect effect from the current auto 
cutbacks, since their fiber goes mostly into replacement tires rather than the 
—— equipment” tires attached to new cars as they come off the assembly 

nes. 

Among the rayon producers, American Viscose Corp. says its January tire-yarn 
sales have been “holding up very well.” Israel Rogosin, chairman and president 
of Beaunit Mills, Inc., adds that he doesn’t expect the lowered level of auto out- 
put to affect his company in the immediate future either. “We were prepared 
for it, and cut back our tire yarn production by 25 to 30 percent last April, switch- 
ing some of the machinery to other products,” he asserts. “What’s happening 
now justifies that action—our sales are quite satisfactory and we're producing 
at just about the rate we expect to maintain for the next 6 months.” 

An official of another rayon-yarn producer, however, grumbles that “I don’t 
think there’s any question but that the auto slowdown will affect tire-yarn sales 
in the near future. It hasn’t yet—our January shipments are excellent—but it 
might by February or March.” 

If there’s anything the rayon makers could do without, it’s a new slump in the 
tire-yarn market. Tire yarn is an all-important product for them; shipments of 
rayon yarn for tires “and related uses” in the first 9 months of 1957 came to 
239,200,000 pounds, or about 38 percent of all rayon fiber shipped in that period, 
according to Textile Economies Bureau figures. And the industry is only now 
beginning to recover from the hangover of 1956 price-cutting brought about by 
oa widespread auto cutbacks of that year and stiffening competition from rival 
nylon. 


PRICES DEPRESSED 


Rayon yarn prices during 1956 slumped as much as 14 percent from the be- 
ginning levels of that year and never have come up again. Moreover, since the 
deepest 1956 cuts weren’t made until November, prices until the very end of 1957 
averaged lower than a year earlier. Result: Aggregate profits of 4 big rayon 
makers—Viscose, Beaunit American Enka Corp., and Industrial Rayon Corp.— 
for the first 9 months of 1957, or fiscal periods approximating that span, came 
only to $12,146,000, that was only 45 percent below the like period of 1956 and 
only a third of the $37,464,609 cleared in the comparable 1955 span. 


NOVEMBER 26, 1957. 
Mr. L. L. COLBERT, 
President, Chrysler Corp. 
Detroit, Mich. 


Dear Mr. Cortsert: There is attached hereto a list of questions setting forth 
information desired by the Senate Antitrust and Monopoly Subcommittee in con- 
nection with its current study of automotive pricing practices. This information 
is also desired by the subcommittee for discussion with you at your appearance 
before it on December 17. 

It will be appreciated if you will furnish as much of the requested information 
and material as possible by December 13. 

Sincerely, 
Estes KEFAUVER, Chairman. 


LIsT OF QUESTIONS 


1. Submit for each of your automotive divisions (a) the suggested retail selling 
price, (b) the dealer margin, and (c) the factory prices to the dealer for your 
largest-selling 4-door sedan model and your largest-selling 2-door sedan, as of 
each year, for the model years, 1954 to 1958, inclusive. Give the name and other 
identifying information for each model for each year. 
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2. Show for each model for which information is submitted under question 1 
the number produced for the model years, 1954-57. 

38. For the purpose of measuring price changes for a reasonably comparable 
product, submit for each automotive division for the largest selling 4-door sedan 
and 2-door sedan, as of 1957, the suggested retail selling prices for each model 
year, 1954-58, adjusted so that similar standard equipment is included on each 
year’s model. Describe the adjustments made in standard equipment and indi- 
cate prices thereof. 

4. Show for each automotive division your output of passenger cars by model 
year for the period 1954 to 1957, inclusive. 

5. Show for the year 1956— 

(a) The amount of finished steel purchased by you in net tons; 
(b) The total cost of finished steel purchased by you; and 
(c) The amount of steel produced by you, if any, in net tons. 

6. Estimate for your automotive divisions, as a whole and per car produced, 

the effect of the August 1956 increase in the price of steel on— 
(a) The cost of steel purchased by you, as such ; 
(bv) The cost of parts purchased by you. 

Make similar estimates reflecting the increase in the price of steel in July 
1957. 

7. Present for each division the following information for the years 1954, 
1955, 1956, and 1957 : 

(a) Sales, costs, and income: 
(1) Units sold—in the case of car divisions ; 
(2) Total net sales—value, distributed among— 
(a) cars and equipment; 
(b) parts and accessories ; 
(c) sundry. 
(3) Total factory costs, distributed as in (2) and showing separately 
for the divisions— 
(a) material costs; 
(b) labor costs; 
(4) Net income, before and after taxes, distributed as in (2). 
(b) Distribution of sales of parts and accessories: 
(1) Sales to other divisions within your company ; 
(2) Sales to your dealers; 
(3) Other parts and accessory sales. 
(c) Purchases from other divisions within your company. 


DECEMBER 2, 1957. 
Mr. L. L. CoLBert, 


President, Chrysler Corp., 
Detroit, Mich. 

Dear Mr. CotsertT: Attached is a supplemental question to be added to those 
submitted to you in my letter of November 26, 1957. This question should be 
referred to as question 8. 

Sincerely yours, 
Estes KEFAvUVER, Chairman. 


Question 8.—Show for each model for the 4-door and 2-door sedans of Plymouth, 
Dodge, and DeSoto for each model year from 1950 to 1958, inclusive, (@) each 
part, accessory or other item of equipment which became standard equipment 
during the year but was optional equipment during the preceding year and (}b) 
the suggested retail price for such optional equipment during that preceeding 
year. 


{From the Detroit (Mich.) Free Press] 
Prick INDEX CALLED UNFAIR ON AUTOS—MODEL-CHANGE JUMP CITED BY INDUSTRY 


By Miller M. Hollingsworth, Free Press Staff Writer 


The Government’s method of compiling consumer prices for the cost-of-living 
index is under severe criticism as unfair to the automobile industry. 

Industry officials, a University of Michigan economist and the UAW agree that 
present procedure leaves the industry in a particularly unfair light at the time 
of model changes. 














3654 ADMINISTERED PRICES 






“Bureau of Labor calculation is without meaning or significance as a repre- 
sentation of what happened to the cost of living in November because it deals 
with a purely imaginary purchaser,” said Dr. William Payton, University of 
Michigan economist. 

Especially irksome to those close to the automobile sales picture was the 
Bureau of Labor consumer price index report for November which attributed 
the 0.4 percent increase for November to higher prices for 1958 model cars. 

The report said, in part: 

“Most of the advance in consumer prices in November was due to the intro- 
duction of 1958 model automobiles at higher list prices and with lower dealer 
discounts. Prices of new cars to consumers average 11.5 percent higher than 
in October.” 

Dr. Payton said such a report could not be justified because the increase would 
affect only those persons who bought a car in October and also purchased one 
in November. 

“And that just isn’t the habit of car-buying Americans,” he reasoned. 

The BLS report covering December said the cost of living remained steady 
because of lower auto prices. But car makers did not alter their retail prices. 

Industry officials have long argued, too, that the Government has unfairly 
ignored improved quality in compiling prices of new passenger automobiles. 

Woodrow Ginsberg, research director of the UAW, has no particular quarrel 
with this point. But he contends such an argument can be extended to the in- 
crease in medical costs, transportation, and a general cross section of American 
industry. 

A Labor Department spokesman defended the auto statistics used in the BLS 
index on the ground that the listing reflects the price increase in the market. 
He admitted that few buyers would be in the market for a car in October and 
again a month later after the new models had been introduced. 

Quality, he said, is considered only to the extent that it can be clearly defined. 
If an automatic transmission is made standard equipment on a car, that is 
considered. 

But, he said, it has been impossible to get agreement on how to measure 
quality changes from year to year in the products that the auto makers offer. 

A typical argument of the automobile industry is that a 1958 model Chevrolet 
is in many ways superior to a 1952 Cadillac and still sells for $1,000 less than 
the Cadillac did in 1952. 

The same is true in comparing 1958 Fords with 1952 Lincolns and 1958 
Plymouths with 1952 Chryslers. 

Dr. Payton said in no auto buying group could the 11.5 percent price increase 
in 1 month listed by the BLS be justified. 

“Now, let’s see what happens when some realistic comparisons are made rep- 
resenting real people,” said Dr. Payton in setting up these cases. 

1. The preson who regularly buys annually when the new models are intro- 
duced. In November 1956, he bought a 1957 model and the cost-of-living index 
for new passenger cars stood at 132.8. In November 1957, he bought a 1958 
model and the index was 138.4, an increase of 4.2 percent. 

2. The person who regularly buys annually toward the end of current model 
seasons. In September 1956, he bought a 1956 model when the index was 118.5, 
the low point of the year. In October 1957 he bought a 1957 model when the 
index was 124.1, an increase of 4.6 percent. 

3. The person who regularly buys a new model every 3 years at the opening 
of the new-model season. In November 1954, he bought a 1955 model when the 
new passenger car index stood at 127.5. In November 1957, he bought a 1958 
model when the index was 138.4, an increase in 3 years of 8.5 percent. 

4. The person who regularly buys the current model every 3 years at the end of 
the season. In October 1954, he bought a 1954 model when the index stood at 
113.9. In October 1957, he bought a 1957 model when the index was 124.1, an in- 
crease for the 3 years of a little under 9 percent. 

In view of these cases, Mr. Payton said the BLS reports contending that the 
ear indexes had jumped 11.5 percent between October and November were un- 
Tealistic and unfair. 

“Besides it would be like comparing eggs to potatoes to compare 1957 models 
with 1958 models,” the economist said. 

“The month-by-month calculations involve some peculiar features, especially 
regarding new passenger cars. For example, the index for new passenger cars 
for January 1957, was reported at 131.7, and declined month by month to the 
October low of 124.1. 
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“Then in November a bounce of 11.5 percent to 138.4. This occurs year after 
year.” 

The automobile industry long has found fault with the practice of comparing 
the price of a car at the tag end of one model season with a new car of the fol- 
lowing model year. 

Dealers have customarily given their largest discounts at the end of the model 
year to clear their floors for the new models which bring near list prices right 
after their introduction. 

Some in the industry feel this Bureau of Labor Statistics formula has built a 
long-term bias against the passenger car, and its relation to cost of living is falsely 
reflected. 

This same argument is extended to all durable goods, such as refrigerators and 
television sets. 

Industry economists argue a more realistic picture of car-price increases is 
shown by the wholesale price index. 

This index shows passenger car prices climbed 1.6 percent between last Sep- 
tember and November, the smallest increase in 4 years for the period. The 4-per- 
cent wholesale jump between September and November 1956 was the largest. 


EVOLUTION OF THE PLYMOUTH AUTOMOBILE, 1938-1958 


Statements by Paul C. Ackerman, Vice President and Director of Engineering, and 
H. R. Steding, Executive Engineer, Product Programing, Engineering Division, 
Chrysler Corp. 


Mr. Chairman, my name is Paul C. Ackerman. Iam vice president and director 
of engineering for Chrysler Corp. My business address is 12800 Oakland Avenue, 
Highland Park, Mich. 

From the engineering and styling viewpoints, the automobile has undergone 
continuous development, year by year, over a long period of time. As a result, 
thorough analysis of today’s automobile reveals a product vastly improved and 
entirely different from its predecessors. 

Throughout the history of the automobile business, product innovation and 
improvement have been among the foremost factors responsible for success in this 
intensely competitive industry. Each successive yearly model has had to be 
distinctively different from its predecessor. 

The vital competitive importance of engineering and styling progress in win- 
ning sales acceptance causes Chrysler to call into play virtually the entire sweep 
of physical sciences and modern technology in developing its products. I know 
of no other products (with the possible exceptions of aircraft and guided missiles) 
whose development requires the support of such a vast, diversified scope of 
scientific and engineering effort. 

The diversity of scientific, engineering, and artistic people who apply their 
talents and creative efforts to the task of developing automotive products in- 
cludes physicists, mathematicians, chemists and chemical engineers, metallur- 
gists and metallurgical engineers, electrical engineers, mechanical engineers, and 
stylists. 

These people are assisted by artists, designers, draftsmen, clay modelers, 
mechanics, technicians, wood and metal craftsmen, etc. 

The list of activities to which we apply our scientific and engineering effort 
is a long one. It includes such diverse areas of investigation as friction, sur- 
face finishes, lubricants, heat transfer, combustion mechanics, ultrasonics, radio- 
isotope tracer techniques, electronic circuitry, nuclear physics, wear and cor- 
rosion, high-temperature materials, surface films, metallurgy, physical chem- 
istry, fluid mechanics, strength of materials, and mechanical vibrations. 

As examples of the extensive facilities required to conduct such activities, 
I could cite such of our laboratories as mechanical, chemical, rubber and 
plastics, electrical, eletronics, metallurgical, engine dynamometer, suspension 
and steering, structures, fluid dynamics, and many others. These laboratories 
are supplemented by a 4000-acre proving ground which provides some 40 miles 
of road network representing every type of road surface which can be en- 
countered in the United States. 

Our engineering organization comprises 5,600 engineers, stylists, designers, 
technicians, and others, who engage in a continuous development operation, in- 
cluding some 3,000 separate and distinct active projects—all underway simul- 
taneously. Eleven buildings with a total floor area exceeding 1,300,000 square 
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feet are necessary to provide space for this specialized group of people and 
for millions of dollars’ worth of scientific instruments, precision machinery, and 
testing equipment. 

This will give you an idea of the capabilities required in an organization which 
is responsible for the creative process of conceiving and developing our product 
designs. Engineering is the first step in the cycle of operations by which the 
company conducts its business. 

To assure maintenance of a strong competitive position, a continuous in- 
crease in our efforts to put more value into our products has been necessary 
to continue to gain and hold customer acceptance. This has meant that, year 
by year, the engineering job has been made bigger and more difficult than be- 
fore—until today it is more demanding and complex, and must meet more 
exacting requirements than at any time in the past. 

Automotive vehicles are far more intricate and complex than ever before. 
There are more components to be designed and developed, and they must meet 
higher standards of quality and performance. 

Because of increased product complexity, much more lead time is required 
for design, development, tooling, purchasing, and manufacturing. 

The pace at which the engineering function must be performed has stepped 
up enormously. The rate at which product innovations must be made has been 
increasing steadily due to merchandising requirements. Automobile buyers 
have, in recent years, shown an increasingly ravenous appetite for styling and 
mechanical improvements. 

The standard automobile of today includes more features and more expensive 
and intricate parts than it did at any time in the past. In addition, more optional 
equipment must be made available to the buyer. In brief: today’s product repre- 
sents “more car” than earlier models. It has more material in it, more acces- 
sories, more instruments—more space. As you would expect, the interrelation- 
ship of many parts in the more complex modern automobile is a factor that tends 
to increase engineering costs—since many subsidiary changes often are neces- 
sary to accommodate one primary change. 

The costs of engineering this improved and more complex product have risen 
for reason as much related to the demand of the market as to the product itself. 
Requirements of the modern market have forced diversification of the product 
into numerous body styles, components, accessories and optional equipment. 
The basic car must be engineered and built so it can accommodate a large bumber 
of combinations of special equipment that each individual buyer may want in 
his car. 

Improvements made in the early days of the industry were obvious in many 
cases, and could be engineered with the knowledge then available. However, 
as automobiles grew more complex, it became necessary to reach out further 
and further into the frontiers of science for basic information applicable to 
improvements which are required to keep our products competitive. 

All of these factors have combined to make necessary large increases in engi- 
neering and styling capabilities. From a staff of less than 1,500 people in 
1938—and 1,750 in 1948—the engineering organization of our corporation has 
grown to its current level of 5,600 people. During the same 20-year period, 
annual engineering expenditures increased nearly tenfold. 

Needless to say, such growth in organization and facilities costs has an im- 
portant bearing on the ultimate selling price of the car. At the same time, it 
should be pointed out that large-scale research, styling and engineering efforts 
are responsible for the sales appeal that is a major factor in attracting a mass 
market for our products. 

To those who may question the need for rapid evolutionary improvements of 
the automobile and concomitant growth of the technical organization behind 
the car—I can only say: Look to the changes in the market and you will find 
the origin of the driving competitive force motivating these improvements. 

Today’s automobile market is significantly different from that of the past. 
The trend toward “more automobile’—as seen in individual buyer preferences 
as well as in sales percentages of the various models—has brought about what 
some refer to as a “massive upgrading” of the market. 

The automobile has undergone rapid evolution to meet the needs of a more 
mobile population, the growth of suburban living, development of modern road 
networks, the increasing number of women drivers—and simply the changing 
tastes and desires of automobile buyers. Productwise, the effect has been a 
succession of revolutions in styling and engineering. 
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Year by year, the customer looks for more safety, more performance, more 
comfort, more convenience, and improved handling characteristics in the car he 
buys. As a result, each successive yearly model has had to be significantly 
improved, so that, over a period of years, the automobile has evolved into a 
product that is vastly different, and offers much greater value to the owner, 
than did its counterpart of 10 or 20 years ago. 

To illustrate this point, we shall present a summary analysis—spanning a 
20-year period—of the representative, high-volume, top-line Plymouth 4-door 
sedan, showing how the 1958 Plymouth differs from those of 1948 and 1938. 
We have chosen this 20-year period, because the rate at which technical advances 
are introduced becomes more apparent when the cumulative effect of annual 
improvements is viewed over a longer time span. Mr. H. R. Steding, an executive 
engineer in our engineering division, will now present a summary of our product 
evolution. 

PRODUCT CHANGE ANALYSIS 


Gentlemen, it is my purpose to tell you about our product and outline examples 
illustrating the evolution of the Plymouth automobile that has resulted from 
continuous year-to-year changes over the past 20 years. 

Just to refresh our memories, let’s see what the top-line Plymouths of 1938 
and 1948 looked like compared to the Plymouth of today. 

Here we see the Belvedere 4-door sedan of 1958—along with the 1948 special 
deluxe and 1938 deluxe models. 

It is obvious from these photos that, in size and appearance, today’s product 
is considerably different from that of the past. 

Now, if we take a closer look at these cars, we can judge better just how 
much they differ and how much more value today’s automobile offers. 


COMPONENT EVOLUTION 


To visualize the important technical differences between the Plymouth of 
today and those of years ago, and to get some idea of the year-to-year changes 
and the tremendous engineering effort that goes into the modern passenger 
car, we Can examine some of the major components and subassemblies of the 
1938, 1948, and 1958 Plymouths. 

Engine 

The representative engine in the 1958 Plymouth is the V-8, which is being 
installed in more than three-fourths of Plymouths sold. Here on this chart 
Wwe compare today’s standard V-8 with the 6-cylinder engines of 1938 and 1948. 

The 1938 and 1948 engines were similar in construction, but the 1948 engine 
had a larger displacement and a higher power output. These were good engines, 
perfected over the years, reliable and simple. They ran well on the low-grade 
fuels of the day, but performancewise were not up to today’s standards. 

Plymouth’s 1958 V-8 engine has a displacement of 318 cubic inches, an increase 
of 58 percent over the 1938 “six,” and is representative of the short-stroke, over- 
head-valve V-8 engines that are dominating today’s automobile market. It is 
heavier, more rigid, and far more durable than its six-cylinder predecessors. The 
crankshaft is shorter, stiffer, and less subject to torsional vibration. The short 
stroke and relatively low piston speeds reduce wear and contribute to long life. 

The basic V-8 engine is rated at 225 horsepower, an increase of 174 percent 
over the 1938 “six.” Its capabilities are such that it offers outstanding per- 
formance, while leaving a wide margin for safety and permitting the engine to 
loaf under most driving conditions, further contributing to long life. 

On a horsepower-per-pound basis, it is a much more efficient powerplant than 
the “six.” This chart shows that the V-8 engine puts out about twice as much 
power per pound as the “sixes” of 1938 and 1948. It is rated at 0.37 horsepower 
per pound, against only 0.17 for the 1938 and 0.19 for the 1948 engine. 

Despite greater weight, softer tires, and a higher accessory load, the 1958 
Plymouth with standard transmission achieves a fuel economy equal to that of 
the 1938 Plymouth and actually better than the 1948 Plymouth. The reason for 
this is the superior efficiency of the V-8 engine, which requires only 0.48 pounds of 
fuel per hour to develop 1 horsepower as against 0.55 pounds per hour required 
by the 6-cylinder engines of 19388 and 1948. This is an improvement of 15 percent. 

Since the new Plymouth weighs more and includes more standard equipment 
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than the older Plymouths, a truer picture of its relative efficiency is obtained by 
measuring ton-miles per galion. This chart shows that the 1958 model is more 
economical on this basis, attaining 66.7 ton-miles per gallon versus 63 for the 1938 
and 1948 models, an improvement of 5.8 percent. 


ENGINE PROGRESS 


HORSEPOWER DISPLACEMENT BHP/LB 


-—=- 82.95 225 g 201 218 31 
174% INCREASE 


SPECIFIC FUEL CONSUMPTION FUEL ECONOMY 


(L8/BHP/HR) (TON MILES /GALLON ) 


AS we can see on this next chart, the number of parts in the V-8 engine is 776. 
This is 24 percent more than the number of parts in the 6-cylinder engines of 
1938 and 1948. The V-8 engine also is 26 percent heavier than its predecessor 


of 20 years ago. 
ENGINE COMPLEXITY 
NUMBER OF PARTS WEIGHT (LBS.) 
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Transmission 


Another major component in the power train of an automobile is the trans- 
mission, which affords a comparison between a relatively simply mechanism and 
a complex, high-performance component of a modern automobile. This chart 
compares a manual 3-speed transmission, as used in 1938 and 1948 automobiles, 
with the automatic transmission of today, which were installed on about 80 
percent of 1957 Plymouths, 

Whereas the manual transmission had 219 parts in 1938 and 226 parts in 
1948, the current 2-speed automatic transmission has 671 parts, and the 3-speed 
automatic transmission hag 807. The newer transmissions are at least 3 times as 
complex as the manual transmission and weigh approximately 3 to 3% times 
as much. 

The automatic transmission is a component that offers large benefits in con- 
venience and performance and has found tremendous acceptance with buyers. 
This chart shows the sales trend in the automobile industry for V—8 engines and 
automatic transmissions and other optional equipment. It indicates the growing 


buyer preference that requires us to design greater convenience, performance, and 
value into our automobiles. 


INDUSTRY SALES TREND 


PER CENT 
OF SALES 


POWER BRAKES —>="~ 


1950 1951 1952 1953 1954 
YEARS 


Steering-suspension 


The steering and suspension system in the 1958 Plymouth car provides comfort, 
ride, and handling characteristics which are greatly superior to those of the 
earlier models. Here we have illustrations of the steering linkages of the 
1958, 1948, and 1938 Plymouths. As you can see in this chart, the 1958 sym- 
metrical linkage includes a center link and idler arm and vibration-absorbing 
rubber at pivot points—features that were not on the older steering linkages. 
The new linkage is matched with the suspension so that motions of the steering 
and suspension systems do not conflict, eliminating a major source of vibration 
and “wheel fight.” 

The 1958 suspension system is shown in the next chart compared with the 
suspensions of 1938 and 1948. It provides the Plymouth car with ride and 
handling characteristics superior to anything that has gone before. The front 
suspension utilizes torsion bars and includes ball-joint pivots that reduce steer- 
ing friction. 

The rear suspension has longer, heavier leaf springs, set wider apart for 
better stability. The front of these springs is stiffer than the rear, providing 
a soft ride with better steering stability. 
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Brakes 


The 1958 brakes are larger and of a unique, new design. They offer nearly 
twice the energy-absorbing capacity of the earlier types and have considerably 
more braking reserve. Between 1948 and 1958, there has been approximately 
a 57 percent increase in weight of the brake assemblies. 

The design of the new brakes permits more uniform wear so that the brakes 
last longer in spite of greater car weight. The brakes also are easier to service, 
and modern brake fluids are more resistant to vapor locking. 


Frame 


The backbone of an automobile is its frame. It supports the engine, steering 
mechanism, and body, and the suspension system is attached to it. This chart 
compares frames for the 1938, 1948, and 1958 Plymouths. 

As cars have been lowered and lengthened, the frame side rails have been 
decreased in height, considerably widened in section. and lengthened more than 
2 feet. As you can see on the chart, the 1958 frame is wider, longer, and weighs 
about 46 percent more than the 1938 frame. 


Body structure 


Here on this chart we have illustrated the untrimmed body shell of a 1958 
Plymouth 4-door sedan. 

Viewed purely from the standpoint of its quality as an engineered structure, 
the body of the 1958 Plymouth is superior to those of 1938 and 1948. While 
fully accommodating the more-demanding structural requirements of modern 
styling, the Plymouth body provides greater spaciousness, comfort and visibility 
for driver and passengers. 

Taking advantage of modern analytical design techniques, today’s body more 
effectively utilizes steel for structural strength. Box sections in the roof, dash 
panel and floor pan impart strength to the structure, and welding of the floor 
pan to the bottom edge of the rear quarter panel forms a box section in the 
rear for increased rigidity. 

The body is longer and wider and 71 percent heavier than in 1938. Weights of 
the untrimmed body shells are shown on the chart. They are 755 pounds for 
1958, 613 pounds for 1948 and 441 pounds for 1938. 

Contributing to our body engineering development has been progress in both 
welding and forming of metal. Welding quality is much better than in 1938, 
and welding is now used much more extensively. 

The 1958 Plymouth body uses more sound-deadening material, of higher 
quality, and uses it more effectively. Similarly, rubber grommets and weather- 
stripping have been improved and do a more effective job of sealing the various 
body openings against noise, air and water. 


Electrical system 


Year by year the electrical system of automobiles has become more complex, 
with the addition of lights and electrical equipment, and provision for more 
accessories. 

As shown on this chart, there are 23 exterior and interior lights on the 1958 
Plymouth, compared with 13 in 1938. Turn signals and electric windshield 
wipers add to the electrical load, and provision must be made for backup lights, 
electric window lifts, air conditioning and power seats. 

The total number of electrical assemblies which must be provided for in engi- 
neering the car has grown from 92 in 1938 to 199 in 1958. The total number of 
electrical connections has more than doubled, and wiring has become more 
complex. A 1958 Plymouth contains 11,050 feet of electrical wiring compared 
to 6,350 feet in 1938. 

Generators, batteries and starters have been increased in capacity to meet the 
demands of more powerful engines and extra electrical equipment, and voltage 
has been increased from 6 to 12 volts. 

The wire used in today’s car has plastic insulation and is more fireproof. 
Blade-type wiring terminals are used to eliminate the possibility of wrong con- 
nections, and some connections are now welded rather than soldered to make 
them more secure. 
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PRODUCT COMPLEXITY AND INTERRELATION OF COMPONENTS 


Worth bearing in mind are the multiplicity, complexity and interrelatedness 
of components in a modern motor car. 

To meet varied buyer requirements, it has become necessary to offer choices 
of major components, each of which affects several others and multiplies the 
engineering job many times. As we can see on this chart, in earlier years the 
design and manufacturing problems involved only one each of such important 
parts of the car as the transmission, axle, steering gear, engine, and so on. 

Contrast the relative simplicity of the engineering job in 1938 with that of 
today. In 1958 the buyer has a choice of 6 versions of 3 distinct engines, and 
these must be related to 6 radiators, 6 generators, 2 valve systems, 4 trans- 
missions, 5 fuel induction systems and 3 drive trains. 

Actually the interrelation is more involved than shown here, but this will 
give you some idea of how complex our internal engineering and manufacturing 
problems are today as compared with those of earlier years. 


BODY EQUIPMENT COMPARISON 


Not only is the 1958 Plymouth a higher quality product with more-complex, 
better-engineered, high performance components, but it is also simply “more car” 
in the sense that many more features are included as standard items on the 1958 
Plymouth than were included in comparable 1988 and 1948 models. On this chart, 
with 1938 as the “zero” or “base line,” we can see that the 1948 Plymouth top-line 
4-door sedan had 21 standard body items that were not available in 1988. These 
included, to name just a few: fender-mounted sealed-beam headlamps, dual 
horns and horn ring, dual taillights and dual windshield wipers—counterbalanced 
deck lid and hood—doorcheck and self-tightening door latch—door-operated in- 
terior light—and a defroster as a standard part of the heater. 

While this is an impressive list of additions and improvements that increased 
the value of the 1948 vehicle to the owner, the 1958 Plymouth has 48 standard 
body items for improved safety, convenience or comfort that were not available 
in 1938. . 

We will not mention all of them here, but for your record they are included 
in the printed copy of this presentation. 

Some of these items added since 1948 are directional signals, safety door latch, 
dual headlamps, wrap-around windshield, electric windshield wipers, electric 
clock—pull-type door handles, key-start ignition—foam rubber seat cushion, deep 
pile carpeting, and entirely new and superior upholstery materials. 
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STANDARD BODY EQUIPMENT 
ADDED SINCE 1938 


1938 BASE 


21 ITEMS 


48 ITEMS 






STANDARD BODY EQUIPMENT PLYMOUTH 4-DOOR SEDAN, TOP-LINE 


1948 (Items not available in 1938) 
Backlight, one-piece curved 
Defroster, standard with heater 
Headlamps, sealed-beam 

Horns, dual 

Horn ring 

Sun visors (2) 

Taillights, dual 

Windshield wipers, dual 

Coat hooks 

Deck lid, counterbalanced 
Door check 


1958 (Items not available in 1938) 


Backlight, one-piece curved 
Defroster, standard with heater 
Headlamps, sealed-beam 

Horns, dual 

Horn ring 

Sun visors (2) 

Taillights, dual 

Windshield wipers, dual 

Coat hooks 

Deck lid, counterbalanced 

Door check 

Door latch, rotary self-tightening 
Door-operated light switches 
Hood, counterbalanced 

Lock, glove box 

Running board, concealed 

Seuff pads, seats and door panel 
Door panel molding, interior 
Molding, exterior, stainless steel 
Molding, windshield, outside reveal 
Armrests, front 

Brake pedal, wide 

Directional signals 

Door latch, safety 


Door latch, rotary self-tightening 
Door-operated light switches 

Hood, counterbalanced 

Lock, glove box 

Running board, concealed 

Scuff pads, seats and door panel 
Door panel molding, interior 
Molding, exterior, stainless steel 
Molding, windshield, outside reveal 
Armrests, front 


Dual headlamps 

Instrument panel glareproof paint 
Mirror, inside, glareproof (prism) 
Windshield, wraparound 
Windshield wipers, electric 

Cigar lighter 

Electric clock 

Deck lid latch, push-button 

Door handles, pull type 

Light, map 

Lights, warning, (oil, generator) 
Seat cushion, foam rubber 
Starting, ignition-key 

Carpeting, deep pile 

Grille, anodized aluminum 
Interior trim, metallized plastic inserts 
Paint, metallic 

Stone shields 

Taillight lens, molded plastic 
Trim, anodized aluminum 
Upholstery, plastic 

Upholstery fabrics, Jacquard 
Upholstery fabrics, washable 
Wheel covers 
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DIMENSIONAL COMPARISON 


This chart compares the significant exterior dimensions of the top-line four- 
door sedan for each of the 3 years. The 1958 car has a longer wheelbase, longer 
overall length and is lower and wider. It is approximately 20 percent heavier 
than the sedan of 1938 and 12 percent heavier than the sedan of 1948. 

The interior of the new cars is much more spacious and comfortable. As shown 
on this chart, seats are wider, with greatly increased hip room and shoulder 
room. There also is more leg room for both front and rear passengers. 

The trunk compartment of the 1958 sedan provides almost twice the storage 
capacity that was available in the cars of 10 years ago, and the deck lid opening 
is much wider, for easier loading and unloading. 


BENEFITS 


Having seen examples of some of the new and improved features and the 
technical innovations of the modern Plymouth, we can appreciate the great 
difference between the product of today and its counterparts of 10 and 20 years 
ago. As an engineered machine, the 1958 Plymouth has advanced far beyond its 
predecessors. However, the true measure of the value of the product to the 
buyer is not only it is but also what it does. 


Safety 


Keeping pace with the need for safety on our highways, Chrysler Corp. has 
intensified the amount of effort, cost, and time devoted to developing safety 
features and building safety into its automobiles. 

There are two objectives in achieving safety. One is to avoid accidents * * * 
the other, to minimize the possibility of injury if an accident does occur. As 
shown on this chart, the major items that help avoid accidents are visibility, 
driving control, braking, and performance. 

Comfort and convenience 


Greater spaciousness of the 1958S Plymouth, improved sound insulation, superior 
heating and ventilation, and pleasantly appealing interior styling contribute to 
riding comfort and enjoyment that was not approached 20 or even 10 years ago. 

Here on this chart we can see the interior styling of the 1958 sedan along with 
that of 1988 and 1948. The refinement of styling, attention to detail, superior 
craftsmanship and design of the 1958 interior are obvious. Not so obvious, 
perhaps, is the much higher quality of materials that are used in the 1958 car. 

The seats have thicker and denser foam-rubber padding and are roomier and 
wider than those of 1938 or 1948. The new integral front-seat design 
additional foot room for rear-seat passengers. 

This chart also compares the instrument panels for the three model years. 
Instruments of the 1958 Plymouth are grouped in front of the driver and are 
recessed to prevent light reflection in the windshield. 


allows 


We could name many more features that contribute to comfort in the 1958 


Plymouth, but IT won't read these since they are included in the printed copy 
of this presentation. 


COMFORT AND CONVENIENCE FEATURES OF 1958 PLYMOUTH 


Wider seats—thicker and denser foam-rubber padding. 
Front seat adjustment—changes seating attitude. 
Integral front seat design—more foot room for rear-seat passengers. 
Instruments simplified and styled for easier reading. 
Controls located for easy driver accessibility. 
More costly sound and vibration insulation 
areas—twice as effective as in 1938. 
Directional signals require little driver effort—encourage signaling at all ap- 
propriate times—driver not exposed to inclement weather. 
Pull-type door handle—pull, and it’s open. 
Push-button trunk lid latech—press button, counterbalanced lid opens itself. 
Heating and ventilating control—cowl air 
blower. 
Air conditioning available. 
Two-way power seat adjustment available. 
Automatic transmission available—eliminates clutch pedal and manual shifting. 
Power-assisted steering available—reduces steering effort. 
Power-boosted braking available—less pedal effort, less foot movement. 
Power window regulators available—driver can open or close any window 
without distraction—passenger may control window nearest to him. 
22805—58—pt. 7-——-23 


sound deadening used in more 


intake, dual outlets, two-speed 
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DUBABILITY AND RELIABILITY 


It is common to think of old cars as lasting a long time, while modern cars are 
“turned in” every year or two for the newer model. Hidden behind this concept, 
however, is the inescapable fact that modern cars are tougher, more reliable and 
more durable than we have ever built in the past. 

Automobile Manufacturers sAssociation figures show that the average life of 
motor vehicles has increased 43 percent, and the average mileage on automobiles 
by the time they are scrapped has increased 71 percent since 1938. Fleet oper- 
ators, once accustomed to scheduled major engine overhauls every 50,000 miles, 
in many cases no longer consider such overhauls necessary. Brakes, which once 
had to be relined at 10,000—15,000 miles, now run upward of 40,000 miles in nor- 
mal usage before needing this service. 

This durability contributes to the real worth of an automobile. The benefit to 
the owner is realized in more dependable transportation, lower maintenance costs 
and lower depreciation—hidden reductions in the cost of owning an automobile. 


CAR DURABILITY TRENDS 


AGE AT MILES AT 
SCRAPPAGE SCRAPPAGE 


13.2 YEARS 123,000 MILES 


1938 1948 1958 


There are many design features in the 1958 Plymouth that are responsible 
for its improved durability. However, I won’t read these since a representative 
list is included in the printed copy of this presentation. 


DURABILITY FEATURES OF 1958 PLYMOUTH 


Tempered side window glass—less subject to breakage. 

Stronger, higher quality upholstery materials—less subject to tearing, ripping, 
and wear. 

More costly dyes minimize fading. 

Tufted-pile passenger compartment carpeting with latex backing—much 
tougher than thin-nap carpeting of 1938 and 1948. 

Headlining material more fade-resistant, easier to clean. 

Chrome-plated interior hardware—will not tarnish or wear off easily, 

Aluminum step plates replace rubber step pads. 

Seat and lower door panel scuff areas protected by heavy-duty vinyl. 

Tougher instrument panel and steering wheel paints—more scratch-resistant— 
1958 steering wheel paint has six times the life of 1948 paint. 

More costly resins and pigments in exterior paints—minimize fading—less 
affected by humidity, salt and chemicals—increased impact resistance, less apt 
to chip. 
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Exterior plated parts approximately 100 percent more corrosion-resistant— 
more nickel used, improved plating process. 

Stainless steel exterior screws. 

New vinyl-based sealers protect exposed seams and joints. 

More weatherstripping and sealing cements in body—improved soft rubber 
strip materials hold shape better—superior neoprene cement offers better strength 
and deterioration characteristics. 

Our advanced styling has not been achieved without cost. The body has more 
complex sheet-metal shapes requiring deeper draws in the stamping process, more 
expensive tooling, and more involved processes. 

However, to the typical owner good styling is an essential feature of his auto- 
mobile and, in fact, it has a definite value to him. Like durability, the aesthetic 
value of styling carries with it a very practical benefit by enhancing the resale 
value of the car and thus reducing its true cost. An integrated theme of styling 
maintains a planned “up-to-dateness” that enables each model to hold its own as 
an attractive and beautiful automobile in the years to come. 





SU M MARY 






In summary of this technical analysis, it may be said that today’s Plymouth 
car is radically different from vehicles of 19388 and 1948 vintage carrying the 
same name and description. In fact, we could even say that nomenclature is the 
principal common characteristic of these three models. 

Plymouth cars of 1948 and 1938 had engines, transmissions, frames, suspension 
systems, bodies, seats and wheels. In 1958 models, however, components with the 
same names bear little resemblance to those of 1948 and 1988 in such terms as 
specifications, complexity and performance of function. 

The 1958 ear is larger, roomier, more powerful, more efficient, more durable 
more comfortable, more attractive, easier to care for, pleasanter to drive and 
safer than either the 1948 or 1938 cars. 

A wider range of body styles, powerplants, power assists and accessories now 
available makes possible the selection of a vehicle whose features and character- 
istics seem almost to be custom-built to suit the individual preferences of the 
buyer. 

In the preceding report, we presented highlights of the design advancements 
made in cars separated by 10-year intervals to dramatize the process by which 
automobiles evolve on a long-term basis. However, in proportion, the same con- 
clusions may be drawn regarding each yearly model in relation to its immediate 
predecessors. 

The net result of the many innovations and improvements made year-by-year 
is a significant increase in value, direct and indirect, to the customer. Value has 
increased not only in terms of the use to which the vehicles is put—but also in 
terms of safety, pleasure, comfort and satisfaction derived by the owner. 

In conclusion, I would like to emphasize once again that the rapid cycles of 
product design advancements which were Summarized in this presentation have 
occurred in response to competitive forces arising from market pressures. The 
mass sales which historically have been possible with this business philosophy 
bring economies and benefits to our customers, our dealers, our employees, our 
stockholders, our suppliers and to the economy as a whole. 


CHRYSLER PUBLICATIONS 
CHRYSLER CORPORATION 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

















Notice is hereby given that the annual meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at 341 Massachusetts Avenue, city of 
Highland Park, Wayne County, Mich., on Tuesday, the 15th day of April 1947, 
at 12 o’clock noon, for the following purposes: (1) To elect a board of 20 di- 
rectors for the ensuing year, and (2) to transact such other business as may 
properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 25, 1947, as the record date for the determination of stock- 
holders entitled to vote at the meeting, and only stockholders of record at such 
time will be so entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations committee, 
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respectively, since the last annual meeting of stockholders will be presented to 
the meeting and will be open to inspection by the stockholders, but it is not 
intended that any action be taken thereon. 

By order of the board of directors. 


ated Detroit, Mich., March 13, 1947. R. P. Fouey, Secretary. 


PrROxY Sihrement OF CHRYSLER Corp. ANNUAL MEETING OF STOCKHOLDERS 
APRIL 15, 1947 


1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 15, 1947. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling, and mailing 
this proxy statement and the attached notice and enclosed proxy and envelope. 
The corporation intends to use its secretary and four of its regular employees 
to solicit proxies, either personally or by telephone or by special letter, from 
stockholders situated in New York City and in certain other places, and in that 
connection will make arrangements with brokerage houses and other custodians, 
nominees, and fiduciaries to send proxies and proxy material to their principals, 
and may reimburse them for their expenses in so doing. We estimate the cost 
of this solicitation, otherwise than by mail, at about $2,000. The corporation 
will bear it. 

4. There are outstanding 4,351,132 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


In accordance with the bylaws, the board of directors has changed the number 
of directors to 20, the decrease in number to be effective at the election of di- 
rectors by the stockholders at the annual meeting of stockholders or any ad- 
journment thereof. The meeting is to elect 20 directors, being the whole board 
of directors at the time of the election, to serve for 1 year and until their suc- 
cessors shall have been elected and shall qualify. The board of directors in- 
tends that the persons you name in your proxy shall cast your votes for the fol- 
lowing persons (nominees) as directors: 


| Year | Shares of 
| Ist be- common 
Principal occupation came stock 
direc- | beneficially 
tor owned, 
Jan. 31, 1947 


James ©. Brady - -- | President, Brady Security & Realty Corp 1937 | None 
Carl Breer | Director of research, Chrysler Corp ...| 1937 1, 025 
Waddill Catchings-- | Producer of radio programs, Rayshow, Inc 1929 None 
Walter P. Chrysler, Jr Farmer -. ; ; 1935 | 27, 300 
George W. Davison Honorary chairman of the board of trustees, Cen- 1931 2, 500 
| tral Hanover Bank & Trust Co | 
Allen F. Edwards President, Universal Products Co., Inc 1925 400 
J. E. Fields Farmer... .. 1927 5, 000 
Byron C. Foy C hairman of the board, Jack & Heintz Precision 1930 500 
Industries, Inc. 
John A. Hartford President, the Great Atlantic & Pacific Tea Co 1934 
B. E. Hutchinson Chairman of the finance committee and vice presi- 1925 
dent, Chrysler Corp 
W. Alton Jones President, Cities Service Co 1945 1, 
K, T. Keller-.-- President, Chrysler Corp. i 1927 15, 
Nicholas Kelley -- | Partner, Rathbone, Perry, Kelley & Drye 1937 None 
Thomas E. Murray-_-_. President, Metropolitan Engineering Co_. 1941 100 
Owen R. Skelton Director of engineering, Chrysler Corp 1937 4, 430 
Harold E. Talbott Chairman of the finance committee, the Electric 1927 1, 000 
Auto Lite Co 
Juan T. Trippe President, Pan American Airways Corp 1936 100 
A. vanderZee Vice president, Chrysler Corp--- 1946 736 
Herman L. Wreckler Vice president and general manager, Chrysler 1940 2 824 
Corp. 
Fred M. Zeder.- Vice chairman of the board and vice president and 1927 3, 200 
head of engineering department, Chrysler Corp. 


1 As of Jan. 31, 1947, Mr. Brady owned 4 of the stock of Brady Security & Realty Corp., of which he is 
president and a director, which said corporation owned 25,400 shares of Chrysler stock, and he has an inter- 
est in a trust which owns 100 shares of Chrysler stock. 

2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan. 31, 1947, 4,000 
shares of Chrysler stock. 
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Mr. Walter P. Chrysler, Jr., is president of W. P. Chrysler Building Corp., 
from which the Airtemp New York Co., Inc., Chrysler Motors Parts Corp., 
Chrysler Sales Corp., DeSoto Motor Corp., and Dodge Bros. Corp., subsidiaries 
of Chrysler Corp., lease offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees and a 
trustee of Central Hanover Bank & Trust Co., New York City, one of the 
principal depositary banks of Chrysler Corp., and a participant in a reesiving 
eredit which Chrysler Corp. established with certain of its depositary banks, 
under which it may borrow up to a maximum of $100 million. Central Han 
over Bank & Trust Co. is the trustee under Chrysler Corp. salaried employees’ 
retirement income indenture dated as of April 30, 1941, as amended 

The following information is supplied as to the number of employees of 
Chrysler Corp. and its subsidiaries (other than directors and officers of Chrysler 
Corp.) who, during the year 1946 on an accrual basis, received from Chrysler 
Corp. and its subsidiaries remuneration in excess of $20,000 but not more than 
$50,000; the number who received in excess of $50,000 but not more than 
$100,000; and the number who received in excess of $100,000, and the aggregate 
amount paid to the persons in each group. 


umber 
f em- Kmount of remuneration from Chrysler 


subsidiaries 


s of $20,000 but not more than $50,000 
if $50,000 but not more than $100,000 
of $100,000 


sons in the groups of the ren 
rust, in earnings of Chrysler Corp r 1944 


5. The aggregate amount of remuneration paid during the year 1946 by 
Chrysler Corp. and its subsidiaries, to the directors and officers of Chrysler 
Corp., considered as a group, for services in all capacities, is the sum of $1,038.- 
542.30, and was more than the amount paid for 1945 by $181,942.30. The amount 
paid by Chrysler Corp. in 1946 under Chrysler Corp. salaried employees’ retire- 
ment income indenture dated as of April 30, 1941, as amended, for directors and 
officers, was $137,955.75, exclusive of amounts that they contributed. The esti- 
mated aggregate amount of annual benefits payable under contracts now held 
under said indenture for the benefit of present directors and officers, commenc- 
ing at their respective normal retirement dates, is $202,530 per annum. Mr. 
Nicholas Kelley, one of the directors and a vice president, is a member of the firm 
of Rathbone, Perry, Kelley & Drye, which received fees in 1946, as general 
counsel for the corporation, no part of which is included in the remuneration 
set forth above of directors and officers as a group. Mr. Kelley received no 
remuneration in his capacity as vice president, and he received no remuneration 
from the corporation otherwise, except director’s fees and as a member of his 
firm. First-adjustment Chrysler management trust and executive Chrysler 
management trust terminated December 31, 1945, and did not participate in earn- 
ings of Chrysler Corp. for 1946. During 1946, Chrysler Corp. paid to the trusts 
the remaining balance of their participation, not previously paid, in 1944 earn- 
ings, in the amounts of $29,541.40 to first-adjustment Chrysler management trust 
and $35,520.30 to executive Chrysler management trust. The trusts distributed 
these amounts during 1946 to the participants. The directors and officers, con- 
sidered as a group, received $7,474.90 from first-adjustment Chrysler manage- 
ment trust and $35,520.30 from executive Chrysler management trust. Part 
of the participation as accrued of the trusts in the earnings of Chrysler Corp. 
for 1945 has not been paid to the trusts pending determination of the final 
amount due from the corporation. 

The only persons other than a director, officer, or employee of Chrysler Corp., 
who in 1946 received from Chrysler Corp. an aggregate remuneration in excess 
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of $20,000, are the law firm of Rathbone, Perry, Kelley & Drye, who received 
as general counsel for the corporation $185,000, the law firm of Dickinson, 
Wright, Davis, McKean & Cudlip, who received as Detroit counsel for the corpo- 
ration $42,450; Ernst & Ernst, who received as auditors and accountants $82,- 
075.34; Ivy Lee and T. J. Ross, who received as public-relations counsel $52,- 
033.26; Wesley W. Stout, who received for special studies $31,488.60; Albert 
Kahn, Inc., who received as architects and engineers $392,723.13; Giffels & 
Vallet, Inc., who received as architects and engineers $99,877.00; William E. 
Kapp Co., who received as architects and engineers $23,157.42; and 4 tool-design- 
ing companies (none of which is an affiliate of Chrysler Corp.) who received 
for services amounts aggregating $244,084.09. 


ANNUAL REPORT 


The mailing to stockholders of the annual report of Chrysler Corp., includ- 
ing financial statements, will begin on March 13, 1947. Such annual report is 
not incorporated in this proxy statement by reference, and is not to be deemed 
a part of the proxy soliciting material. 


GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will be brought before 
the meeting by others. However, if any other matters properly come before 
the meeting, it is the intention of the persons named in the enclosed form of 
proxy to vote the proxy in accordance with their judgment. In the event that 
any nominee is unable to serve as a director at the date of the meeting, the en- 
closed form of proxy will be voted for any nominee who shall be designated by 
the board of directors to fill such vacancy. The minute books of the corpora- 
tion, containing the minutes of the meetings of the board of directors, the 
finance committee, and the operations committee, respectively, since the last 
annual meeting of stockholders, will be presented to the meeting and will be 
open to inspection by the stockholders, but it is not intended that any action 
be taken thereon. 

By order of the board of directors. 

R. P. Founery, Secretary. 

Dated March 13, 1947. 

Mr. Allen F. Edwards is president of Universal Products Co., Inc., from which 
Chrysler Corp. has purchased component parts for many years. 

Mr Byron C. Foy is chairman of the board of Jack & Heintz Precision Indus- 
tries, Inc., from which Chrysler Corp. during 1946 purchased fractional horse- 
power motors and ball bearings. 

Mr. Nicholas Kelley is a member of the law firm of Rathbone, Perry, Kelley & 
Drye (formerly Larkin, Rathbone & Perry), New York, N. Y., who have been 
general counsel for Chrysler Corp. since its organization in 1925. 

Mr. Harold E. Talbott is chairman of the finance committee of the electric 
Auto-Lite Co., from which for a number of years Chrysler Corp. has purchased 
parts and equipment for original equipment and for resale, some items being 
Chysler Corp.’s total requirements. 

The following information is supplied for the calendar year 1946 on an ac- 
crual basis, as to each person who acted as a director of Chrysler Corp. during 
such year; as to each person nominated for election as a director of Chrysler 
Corp.; and as to each person who acted as an officer, but not as a director, and 
who received remuneration totaling more than $20,000 during such year: 
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3670 ADMINISTERED PRICES 


CHRYSLER CORP. 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


Notice is hereby given, that the annual meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, City 
of Highland Park, Wayne County, Mich., on Tuesday, the 20th day of April 
1948, at 12 o’clock noon, for the following purposes: 

(1) To elect a board of 19 directors for the ensuing year: and 

(2) To transact such other business as may properly come befvure the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 8, 1948, as the record date for the determination of stock- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings of 
the board of directors, the finance committee, and the operations committee, re- 
spectively, since the last annual meeting of stockholders will be presented to the 
meeting and will be open to inspection by the stockholders, but it is not intended 
that any action be taken thereon. 

By order of the board of directors, 
R. P. Foury, Secretary. 

Dated: Detroit. Mich.. March 11, 1948. 


Proxy STATEMENT OF CHRYSLER Corp. ANNUAL MEETIO 
AprRIL 20, 1948 


1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 20, 1948. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp has borne the cost of preparing, assembling, and mail- 
ing this proxy statement, and the attached notice and enclosed proxy and en- 
velope. The corporation intends to use its secretary and four of its regular em- 
ployees to solicit proxies, either personally or by telephone or by special letter, 
from stockholders in New York City and in certain other places, and to that end 
will make arrangements with brokerage houses and other custodians, nominees, 
and fiduciaries to send proxies and proxy material to their principals, and may 
reimburse them for their expenses in so doing. 

4. At the close of business on March 8, 1948, the record date for the meeting, 
there were outstanding and entitled to vote 8,702,264 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


In accordance with the bylaws, the board of directors has changed the num- 
ber of directors to 19. The meeting is to elect 19 directors, being the whole 
board of directors, to serve for 1 year and until their successors shall have been 
elected and shall qualify. The board of directors intends that the persons you 
name in your proxy shall cast your votes for the following persons (nominees) 
as directors: 
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3672 ADMINISTERED PRICES 


Mr. Walter P. Chrysler, Junior, is president of W. P. Chrysler Building Corp., 
from which the Airtemp New York Co., Inc., Chrysler Motors Parts Corp., 
Chrysler Sales Corp., DeSoto Motor Corp., and Dodge Bros. Corp., subsidiaries 
of Chrysler Corp., lease offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees, and 
a trustee, of Central Hanover Bank & Trust Co., New York City, one of the 
principal depositary banks of Chrysler Corp., and a participant in a revolving 
eredit with Chrysler Corp., established with certain of its depositary banks, 
under which it may borrow up to a maximum of $100,000,000. Central Hanover 
Bank & Trust Co. is the trustee under Chrysler Corp. salaried employees’ re- 
tirement income indenture dated as of April 30, 1941, as amended. 

Mr. Allen F. Edwards, who died on January 13, 1948, has been a director 
of Chrysler Corp. since its organization in 1925 and was president of Universal 
Products Co., Ine. from which Chrysler Corp. has purchased component parts 
for many years. 

Mr. Byron C. Foy is chairman of the board of Jack & Heintz Precision In- 
dustries, Inc. from which Chrysler Corp. during 1947 purchased fractional horse- 
power electric motors and ball bearings. 

Mr. Nicholas Kelley is a member of the law firm of Rathbone, Perry, Kelley 
& Drye (formerly Larkin, Rathbone & Perry), New York, N. Y., who have been 
general counsel for Chrysler Corp. since its organization in 1925. 

Mr. Harold E. Talbott is chairman of the finance committee of the Electric 
Auto-Lite Co., from which for a number of years Chrysler Corp. purchased parts 
and equipment for original equipment and for resale, some items being Chrysler 
Corp.’s total requirements. 

The following information is supplied for the calendar year 1947 as to all those 
of the following 3 classes of persons who received remuneration from Chrysler 
Corp. and its subsidiaries totaling more than $20,000 each during that year: 
persons who acted as a director of the corporation at any time during the year; 
persons nominated for director of the corporation; and persons who were 1 of 
the 3 highest paid officers of the corporation during the year: 

5. The aggregate amount of fees and salaries paid during the year 1947 by 
Chrysler Corp. and its subsidiaries, to the directors and officers of Chrysler 
Corp., as such, considered as a group, is the sum of $1,196,908.78, and was more 
than the amount paid in 1946 by $158,366.48, and the aggregate amount of 
contingent compensation also paid to them during 1947 was $268,000, which was 
more than the amount paid in 1946 by $268,000. The amount paid by Chrysler 
Corp. in 1947 under Chrysler Corp. salaried employees’ retirement income in- 
denture dated as of April 30, 1941, as amended, for directors and officers was 
$72,281.65, exclusive of amounts that they contributed, and was less than the 
amount paid in 1946 by $65,674.10. Mr. Nicholas Kelley, one of the directors 
and a vice president, is a member of the firm of Rathbone, Perry, Kelley & 
Drye, which received fees in 1947, as general counsel for the corporation, of 
$235,000, no part of which is included in the remuneration set forth above of 
directors and officers as a group. Mr. Kelley received no remuneration in his 
capacity as vice persident, and he received no remuneration from the corpora- 
tion otherwise, except director’s fees and as a member of his firm. First ad- 
justment Chrysler management trust and executive Chrysler management trust 
terminated December 31, 1945, and did not participate in earnings of Chrysler 
Corp. for 1947. During 1947 Chrysler Corp. paid to the trusts the remaining 
balance of their participation in 1945 earnings, not previously paid, in the 
amounts of $92,617.24 to first adjustment Chrysler management trust and 
$239,457.28 to executive Chrysler management trust. The trusts distributed 
these amounts during 1947 to the participants. The directors and officers, con- 
sidered as a group, received $25,453.80 from first adjustment Chrysler manage- 
ment trust and $239,212.92 from executive Chrysler management trust. 
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3674 ADMINISTERED PRICES 


6. The board of directors determined in 1947 to continue for a period up to 
LO years the practice previously followed by the corporation in various forms 
of paying year by year contingent compensation to officers and executives and 
other supervisory employees of the corporation. The persons and the amounts 
that they receive are recommended by the finance committee after receiving a 
report from the contingent compensation committee, and are determined by the 
board of directors. The payments to officers and executives and, so far as possi- 
ble, to other supervisory employees are made out of the sum of 5 percent of 
earnings of the corporation for each year, determined in the manner provided 
by the resolution of the stockholders at their annual meeting on April 16, 1929, 
authorizing the establishment of management trust plans, bonus plans and sav- 
ings and investment plans, as modified by action of the board of directors at a 
meeting held February 13, 1941. In general, earnings under the amended resolu- 
tion available for this plan in present circumstances are the earnings after all 
charges except Federal taxes based on income and the provision for contingent 
compensation under this plan, and after deducting an amount equal to 7 percent 
of the stockholders’ investment at the beginning of the year. Within the year 
1947 payments of $1,814,795 were made under this plan by the corporation: 
1.742 employees participated. Mr. Keller and Mr. Hutchinson did not participate. 
GENERAL AND OTHER MATTERS 


1 


Neither Chrysler Corp. nor the members of its board of directors intend to 


bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will be br« ht before 
the meeting by others. However, if any other matters properly come before 
the meeting, it is the intention of the persons named in the enclosed form of 
proxy to vote the proxy in accordance with their judgment. In the event that 
any nominee is unable to serve as a director at the date of the meeting the en- 
closed form of proxy will be voted for any nominee who shall be designated 
by the board of directors to fill such vacancy. The minute books of the corpora- 
tion, containing the minutes of the meetings of the board of dire *s, the finance 

nmittee, and the operations committee, respectively, since the last annual 
meeting of stockholders will be presented to the meeting and will be open to 
inspection by the stockholders, but it is not intended that ; acti be taken 
thereon. 


By Order of the Board of Directors, 


Pated March 11, 1948. 


CHRYSLER CORPORATION 
Notice OF ANNUAL MEETING OF STOCKHOLDERS 


Notice is hereby given, that the annual meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, city 
of Highland Park, Wayne County, Mich., on Tuesday, the 19th day of April 
1949, at 12 o’clock noon, for the following purposes : 

(1) To elect a board of twenty directors for the ensuing year: and 

(2) To transact such other business as may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 14, 1949. as the record date for the determination of stock- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings of 
the hoard of directors, the finance committee. and the operations committee, 
respectively. since the last annual meeting of stockholders will be presented 
to the meeting and will be open to inspection by the stockholders, but it is nof 
intended that any action be taken thereon. 

By Order of the Board of Directors, 
: P, Forey 

Dated Detroit 31, Mich., March 17, 1949. 
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 


Notice is hereby given, that a special meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held at the office of the 
corporation, at No. 341 Massachusetts Avenue, city of Highland Park, Wayne 
County, Mich., on Tuesday, the 19th day of April 1949, at 12:30 o’clock in the 
afternoon, or as soon after that hour as the annual meeting of stockholders shall 
adjourn, for the following purposes: 

(1) To consider and act upon amending the certificate of incorporation, as 
amended, 

(a) by striking out the first two sentences of article 4 of said certificate 

of incorporation, as amended, which now read as follows: ‘*The total num- 
ber of shares that may be issued by the corporation is 15 million. All of 
said shares shall be common shares of 1 class and the par value of each 
of such shares shall be $2.50.” 
and inserting in place thereof: “The total number of shares that may be 
issued by the corporation is 20 million. All of said shares shall be common 
shares of 1 class and the par value of such shares shall be $25.” 
and 

(b) by striking out of said article 4 the following paragraph: “When the 
umendment adding this paragraph to article 4 of the certificate of incorpora- 
tion and changing the first 2 sentences of said article 4 


becomes effective 
in accordance with t 


he general corporation law of the State of Delaware, 
each issued share of the common stock of the corporation of the par value 
of $5 per share (including shares held in the treasury of the corporation) 
shall be and hereby is changed into 2 shares of the conimon stock of the par 
value of $2.50 per share authorized by said amendment.” 

(2) To authorize the board of directors and officers of the corporation to do 
such acts as may be necessary or advisable to carry said amendment into effect; 
and 

(3) To transact such other business aS may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 14, 1949, as the record date for the determi! 
holders entitled to vote at said special meeting of stockholders 
holders of record at that time will be entitled to vote. 

By order of the Board of Directors, 


ition of stock- 
; and only stock- 


R. P. Foury, Secretary. 
Dated: Detroit 31, Mich., March 17, 1949. 


Proxy STATEMENT OF CHRYSLER CORPORATION ANNUAL MEETING OF STOCK- 
HOLDERS APRIL 19, 1949 

1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 19, 1949. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting will 
be voted. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling and mailing this 
proxy statement and the attached notice and enclosed proxy and envelope. The 
corporation intends to use its secretary and four of its regular employees to 
solicit proxies, either personally or by telephone or by special letter, from stock- 
holders in New York City and in certain other places, and to that end will make 
arrangements with brokerage houses and other custodians, nominees, and fiduci- 
aries to send proxies and proxy material to their principals, and may reimburse 
them for their expenses in doing so. 

4. At the close of business on March 14, 1949, the record date for the meeting, 
there were outstanding and entitled to vote 8,702,264 shares of Chrysler stock. 
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ELECTION OF DIRECTORS 


The meeting is to elect twenty directors, being the whole board of directors, 
to serve for one year and until their successors shall have been elected and shall 
qualify. The board of directors intends that the persons you name in your 
proxy shall cast your votes for the following persons (nominees) as directors: 


| Shares of 
Year common 
Principal occupation first | stock bene- 
became /ficially owned 
director | Jan. 31, 1949 


| 
| 
| 


James C. Brady President, Brady Security & Realty Corp., real 
estate and investments. 
Carl Breer Director of Research, Chrysler Corp — 
Waddill Catchings........_.| Partner, Radio Production Co., production of | 
radio programs. | 
Walter P. Chrysler, Jr....._.| Farmer-.--- ; ae ee : _.| 1935 2 3, 060 
George W. Davison.......__.| Honorary chairman of the board of trustees, Cen- | 1931 5, 000 
tral Hanover Bank & Trust Co., banking, | 
Joseph M. Dodge #...._.....| President, the Detroit Bank, banking_-_- $ 1948 None 
i 


1937 1 None 


1937 1, 850 
1929 None 


Ve Se ear ae Retired _ -- ; : eo Sede woe 1927 10, 000 
Byron C., Foy | Vice president, W. P. Chrysler Building Corp., 1930 500 
building corporation. 
John A. Hartford Chairman of the board of directors, The Great | 1934 
Atlantic & Pacific Tea Co., chain food stores. 
Chairman of the finance committee and vice 1925 
president, Chrysler Corp. | 
President, Cities Service Co. The subsidiaries of 1945 
Cities Service Co. are engaged in the production 
and sale of petroleum products, natural gas and 
electricity. 
President, Chrysler Corp- ---- ; ‘ | 1027 | 30, 884 
Partner, Rathbone, Perry, Kelley & Drye, law- 1937 | None 
yers. 
Thomas E. Murray--....-...| President, Metropolitan Engineering Co., manu- 1941 
facturer of electric welded products. | 
Owen R. Skelton_..___- | Director of Engineering, Chrysler Corp- -- o% 1937 
Harold E. Talbott | Chairman of the finance committee, The Electric 1927 
Auto-Lite Co., manufacturer of parts, equip- 
| ment and accessories for automobiles. 
| President, Pan American Airways Corp., air 1936 
| transportation. 
| Vice president, Chrysler Corp--.--- 1946 
= president and general manager, Chrysler 1940 
Sorp. 
| Vice chairman of the board and vice president and 1927 
head of engineering department, Chrysler Corp. | 





' As of Jan. 31, 1949, Mr. Brady owned 4 of the stock of Brady Security & Realty Corp. of which he is 
president and a director, which said corporation owned 46,200 shares of Chrysler stock; and he has an inter- 
est in a trust which owns 200 shares of Chrysler stock. 


2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan. 31, 1949, 8,500 
shares of Chrysler stock. 


3 Mr. Dodge has been president of the Detroit Bank since 1933. 


Proxy STATEMENT OF CHRYSLER Corp. SPECIAL MEETING OF STOCKHOLDERS 
AprIL 19, 1949 


1. The board of directors solocits a proxy from you for a special meeting of 
stockholders to be held April 19, 1949. Please fill out the enclosed form of proxy, 
and return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting will 
be voted in accordance with the choice specified by the stockholder. If the stock- 
holder omits to specify, the proxies will vote the shares in favor of the proposal. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling and mailing this 
proxy statement and the attached notice and the enclosed proxy and envelope. 
The corporation intends to use its secretary and four of its regular employees 
to solicit proxies, either personally or by telephone or by special letter, from 
stockholders in New York City and in certain other places, and to that end will 
make arrangements with brokerage houses and other custodians, nominees and 
fiduciaries to send proxies and proxy material to their principals, and may reim- 
burse them for their expenses in doing so. 

4. At the close of business on March 14, 1949, the record date for the meeting, 
there were outstanding and entitled to vote 8,702,264 shares of Chrysler stock. 
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PROPOSED AMENDMENT OF CERTIFICATE OF INCORPORATION 


The authorized capital stock of the corporation now consists of 15 million 
shares of common stock of the par value of $2.50 per share, of which 8,968,750 are 
issued (including 266,486 shares held in the treasury of the corporation). The 
common stock has no preemptive rights. 

At the special meeting of stockholders it is proposed : 

(1) To authorize amending article 4 of the certificate of incorporation, as 
amended, by increasing the number and the par value per share of the authorized 
common stock of the corporation from 15 million shares of the par value of $2.50 
per share to 20 million shares of the par value of $25 per share; and 

(2) To authorize the board of directors and officers of the corporation to do 
such acts as may be necessary or advisable to carry said amendment into effect. 

The purpose of restating the par value is to make the capital account more 
realistic to the nature and growth of the corporation’s operations and the amount 
of capital permanently necessary for carrying on its business. The vote needed 
for approval is a majority of the stock entitled to vote. 

In the event the amendment becomes effective the par value of each of the 
presently issued shares of common stock of the par value of $2.50 will become 
$25. Thereupon there will become effective also a resolution that the board of 
directors in accordance with the laws of the State of Delaware has adopted 
(subject to the amendment becoming effective), restating the capital of the 
corporation by transferring to capital account $201,796,875. This is the entire 
capital surplus account and also $170,554,220 of the earned surplus, and is 
sufficient to bring the capital of the corporation up to $224,218,750 or $25 for each 
issued share of common stock of the corporation. The total issued stock will 
not be changed and the transfers to capital account will not change the book 
value of the stock, the total assets in which each share of the stock participates 
remaining the same. The board of directors, subject to the laws of the State 
of Delaware and to the provisions of the certificate of incorporation, as amended, 
will be authorized to issue the remaining 11,031,250 shares of the unissued new 
common stock (as it now is to issue the present 6,031,250 unissued shares of the 
present stock) in their discretion to the full amount thereof in such amounts and 
for such consideration as may from time to time be determined by the board of 
directors. The board of directors has no present intention of issuing the remain- 
ing shares, and the terms upon which any such shares may be issued in the future 
will be determined by conditions existing at the time. 

There are no differences between the presently authorized and issued shares of 
common stock and the proposed common stock except as to par value thereof and 
the number of authorized shares. The change in par value will require that the 
certificates for shares of common stock issued and outstanding on the date that 
the increase in par value becomes effective be surrendered for new certificates of 
common stock of the par value of $25 each. It is expected that the change will 
be effected on or about April 25, 1949, by filing and recording in accordance with 
the laws of the State of Delaware a certificate of amendment carrying the change 
into effect. 

Financial statements of the corporation for the year 1948 were included in the 
annual report of Chrysler Corp. which was mailed to stockholders on and after 
March 1, 1949. Financial statements of the corporation for certain prior years 
are on file at the office of the Securities and Exchange Commission and at the 
offices of the New York Stock Exchange, the Philadelphia Stock Exchange, the 
Chicago Stock Exchange, the Detroit Stock Exchange, the San Francisco Stock 
Exchange, and the Los Angeles Stock Exchange. Such financial statements are 
omitted because in these circumstances they are not deemed material to the 
exercise of prudent judgment with regard to the matters to be acted upon. 

The corporation is advised.by counsel that in their opinion under the provisions 
of the Federal income tax law and regulations now in effect, no gain or loss will 
be realized by the holders of common stock by the increase in the par value of 
the shares of common stock effected pursuant to the amendment of the certificate 
of incorporation of the corporation. 
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GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than those referred to in items (1) 
and (2) in the accompanying notice, and they have no present knowledge that 
any other matters will or may be brought before the meeting by others. However, 
if any other matters properly come before the meeting, the persons whose names 
appear in the enclosed form of proxy intend to vote the proxy in accordance with 
their judgment. 

By order of the board of directors. 


Dated March 17, 1949. R. P. Fonry, Secretary. 


Mr. Walter P. Chrysler, Jr., is president of W. P. Chrysler Building Corp., 
from which Chrysler Sales Corp., a subsidiary of Chrysler Corp., leases a dis- 
play room and offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees, and 
a trustee, of Central Hanover Bank & Trust Co., New York City, one of the prin- 
cipal depositary banks of Chrysler Corp., and a participant in a revolving credit 
which Chrysler Corp. established with certain of its depositary banks, under 
which it may borrow up to a maximum of $100 million. Central Hanover Bank & 
Trust Co. is the trustee under Chrysler Corp. salaried employees’ retirement in- 
come indenture dated as of April 30, 1941, as amended. 

Mr. Joseph M. Dodge is president of The Detroit Bank, Detroit, Mich., one of the 
principal depositary banks of Chrysler Corp., and a participant in its $100 million 
revolving credit. 

Mr. Allen F. Edwards, who died on January 13, 1948, had been a director of 
Chrysler Corp. since its organization in 1925 and was president of Universal 
Products Co., Inc. from which Chrysler Corp. has purchased component parts for 
many years. 

Mr. Byron C. Foy was until September 8, 1948, chairman of the board of di- 
rectors of Jack & Heintz Precision Industries, Inc. from which Chrysler Corp, 
during 1948 purchased fractional horsepower electric motors and ball bearings, 
and is vice president of W. P. Chrysler Building Corp. mentioned above. 

Mr. Nicholas Kelley is a member of the law firm of Rathbone, Perry, Kelley & 
Drye (formerly Larkin, Rathbone & Perry), New York, N. Y., who have been 
general counsel for Chrysler Corp. since its organization in 1925. 

Mr. Harold E. Talbott is chairman of the finance committee of the Electric 
Auto-Lite Co., from which for a number of years Chrysler Corp. has purchased 
parts and equipment for original equipment and for resale, some items being 
Chrysler Corp.’s total requirements. 

The following schedule shows the aggregate remuneration directly or in- 
directly paid or set aside by Chrysler Corp. and its subsidiaries to, or for the 
benefit of, the following persons for services in all capacities while acting as 
directors or officers of the corporation during the calendar year 1948: (1) each 
person who was a director of the corporation at any time during the year and 
whose aggregate remuneration exceeded $25,000; (2) each person who was one 
of the three highest paid officers of the corporation during the year; and (3) all 
persons, as a group, who were directors or officers of the corporation at any 
time during the year: 
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Current remunera Retirement plan 
tion 


Cost to Esti- 
corpora- mated 
Pay tion annual 
Name of individual o1 Capacities in which remunera ments during benefits 
identity of group tion was received Fees and under 1948 of to be 
salaries contin- pre- paid by 
gent miums insur- 
paid to ince 
insur- com- 
ince pany 
I after re- 
tirement 


at age 65 


Carl Breer Director, director of research 

B. E. Hutchinson Director, chairman of the finance 
committee and vice president 

K. T. Keller__- Director, president, and mem- 
ber of the finance committee. 

Owen R. Skelton ? Director, director of engineering 

A. vanderZee Director, vice president 

Herman L. Weckler ? Director, vice president, and 
general manager. 

Fred M. Zeder Director, vice chairman of the 
board, and vice president. 

All directors and officersas | Directors, committee members, 

4 group and officers. 


Represents amounts paid during 1948 out of 1947 earnings, in accordance with a determination made by 
the board of directors in 1948. 

‘he individuals whose fees, salaries, and contingent comepnsation during 1948 exceeded the correspond - 
ing amounts paid during 1947 by more than 10 percent and the amounts of the individual increases were 
as follows: Mr. Breer, $27,666.60; Mr. Skelton, $27,616.60; Mr. vanderZee, $42,450; Mr. Weckler, $34,900. 


Includes director’s and committee fees of $900 paid to Mr. Nicholas Kelley, 1 of the directors and a vice 
president, but does not include any part of fees of $180,000 paid for services as general counsel! to the law firn 


of Rathbone, Perry, Kelley & Drye, of which Mr. Kelley is a member 
GENERAL AND OTHER MATTERS 


Neither Chrylser Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will or may be presented 
for action at the meeting by others. However, if any other matters properly 
come before the meeting, the persons whose names appear in the enclosed form 
of proxy intend to vote the proxy in accordance with their judgment. In the 
event that any nominee has become unavailable at the date of the meeting the 
enclosed form of proxy may be voted for a new nominee of the management. 
The minute books of the corporation containing the minutes of the meetings of 
the board of directors, the finance committee, and the operations committee, re- 
spectively, since the last annual meeting of stockholders will be presented to the 
meeting and will be open to inspection by the stockholders, but it is not intended 
that any action be taken thereon. 

By Order of the Board of Directors, 
R. P. Foury, Secretary. 
Dated March 17, 1949. 
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CHRYSLER CORP. 
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


Notice is hereby given, that the annual meeting of the stockholders of Chrylser 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, city of 
Highland Park, Wayne County, Mich., on Tuesday, the 18th day of April 1950, at 
12 o’clock noon, for the following purposes : 

(1) To elect a board of 21 directors for the ensuing year ; and 

(2) To transact such other business as may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 13, 1950, as the record date for the determination of stock- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations committee, 
respectively, since the last annual meeting of stockholders will be presented to 
the meeting and will be open to inspection by the stockholders, but it is not in- 
tended that any action be taken thereon. 

By Order of the Board of Directors. 
R. P. Fouey, Secretary. 
Dated Detroit, Mich., March 16, 1950. 


Proxy STATEMENT OF CHRYSLER CorP., ANNUAL MEETING OF STOCKHOLDERS 
Aprit 18, 1950 


1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 18, 1950. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting will 
be voted. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling, and mailing this 
proxy statement and the attached notice and enclosed proxy and envelope. The 
corporation intends to use its secretary and four of its regular employees to solicit 
proxies, either personally or by telephone or by special letter from stockholders in 
New York City and in certain other places, and to that end will make arrange- 
ments with brokerage houses and other custodians, nominees and fiduciaries to 
send proxies and proxy material to their principals, and may reimburse them for 
their expenses in doing so. 

4. At the close of business on March 13, 1950, the record date for the meeting, 
there were outstanding and entitled to vote 8,702,264 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


The meeting is to elect 21 directors, being the whole board of directors, to serve 
for 1 year and until their successors shall have been elected and shall qualify. 
The board of directors intends that the persons you name in your proxy shall cast 
your votes for the following persons (nominees) as directors: 
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| Shares of com- 
| Year first} mon stock 
Principal occupation became | beneficially 
director | owned Jan. 
31, 1950 


James C. Brady President, Brady Security & Realty Corp., real 1937 1 None 
estate and investments. 

Carl Breer ener Ck a SE eee , 1937 1, 150 

Waddill Catchings..........| Partner, Radio Program Production Co., produc- | 1929 None 

tion of radio programs. | 

Walter P. Chrysler, Jr......_| Farmer . Bike crete oc aneieeense)<demieod |) 2a 21, 260 

L. L. Colbert 3 Vice president and president, Dodge division, 1949 1, 618 
Chrysler Corp. 

George W. Davison Honorary chairman of the board of trustees, Cen- | 1931 5, 000 
tral Hanover Bank & Trust Co., banking. | 

Joseph M. Dodge..-.-------- President, the Detroit Bank, banking----_---- 1948 | None 

es es co cab accnnan Retired - -. : sd ’ 1927 | 10, 000 

Byron C. Foy..-...---------| Vice president, W. P. Chrysler Building Corp., 1930 | 500 
building corporation. | 

John A. Hartford...........| Chairman of the board of directors, the Great At- | 1934 | 12, 200 
lantic & Pacific Tea Corp., chain food stores. | 

B. E. Hutchinson_..........| Chairman of the finance committee and vice presi- 1925 | 11, 584 
dent, Chrysler Corp. | 

W. Alton Jones...........-.| President, Cities Service Co. The subsidiaries of | 1945 | 2, 000 
Cities Service Co are engaged in the production 

and sale of petroleum products, natural gas, and | 

electricity. 

K. T. Keller ...-------}| President, Chrysler Corp- - - - . 1927 30, 884 

Nicholas Kelley Partner, Rathbone, Perry, Kelley & Drye, lawyers. 1937 | None 

Thomas E. Murray... Associated with Murray Manufacturing Corp., 1941 200 
manufacturer of electrical products. 

Owen R. Skelton- __- : Director of engineering, Chrysler Corp -- 1937 4, 560 

Harold E. Talbott ..--| Chairman of the finance committee, the Electric | 1927 2, 000 
Auto Lite Co., manufacturer of parts, equip- 

ment, and accessories for automobiles. 

Juan T. Trippe....-..-.----| President, Pan American Airways Corp., air 1936 200 
transportation. | 

A. vanderZee - Vice president, Chrysler Corp... 1946 








1,472 


Herman L. Weckler-.-- Vice president and general manager, Chrysler Corp | 1940 6, 000 
Fred M. Zeder-..---- i Vice chairman of the board, and vice presidentand | 1927 4, 500 
head of engineering department, Chrysler Corp. 
1 


1 As of Jan. 31, 1950, Mr. Brady owned }4 of the stock of Brady Security & Realty Corp. of which he is 


president, which said corporation owned 46,200 shares of Chrysler stock; and he has an interest in a trust 
which owns 200 shares of Chrysler stock. 


2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on January 31, 1950, 
8,500 shares of Chrysler stock. 


3 Mr. Colbert was appointed general manager of the Dodge Chicago plant of Chrysler Corp. on Mar. 22, 


1943, was elected president of the Dodge division of Chrysler Corp. on Jan. 8, 1946 and was elected a vice 
president and a director of Chrysler Corp. on Sept. 1, 1949. 


Mr. Carl Breer is acting in the capacity of an engineering consultant to Chrys- 
ler Corp. 

Mr. Walter P. Chrysler, Jr., is president of W. P. Chrysler Building Corp., from 
which Chrysler Sales Corp., a subsidiary of Chrysler Corp., leases a display room 
and offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees, and a 
trustee, of Central Hanover Bank & Trust Co., New York City, one of the principal 
depositary banks of Chrysler Corporation, and a participant in a revolving credit 
which Chrysler Corp. established with certain of its depositary banks, under 
which it may borrow up to a maximum of $100 million. Central Hanover Bank 
& Trust Company is the trustee under Chrysler Corp. salaried employees’ retire- 
ment income indenture dated as of April 30, 1941, as amended. 

Mr. Joseph M. Dodge is president of the Detroit Bank, Detroit, Mich., one of 
the principal depositary banks of Chrysler Corp., and a participant in its $100 
million revolving credit. 


Mr. Byron C. Foy is a vice president and a director of W. P. Chrysler Building 
Corp. mentioned above. 

Mr. Nicholas Kelley is a member of the law firm of Rathbone, Perry, Kelley & 
Drye (formerly Larkin, Rathbone & Perry), New York, N. Y., who have been 
general counsel for Chrysler Corp. since its organization in 1925. 
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Mr. Harold E. Talbott is chairman of the finance committee of the Electric 
Auto-Lite Co., from which for a number of years Chrysler Corp. has purchased 
parts and equipment for original equipment and for resale, some items being 
Chrysler Corp’s. total requirements. 

The following schedule shows the aggregate remuneration directly or indirectly 
paid or set aside by Chrysler Corp. and its subsidiaries to, or for the benefit of, 
the following persons for services in all capacities while acting as directors or 
officers of the Corp. during the calendar year 1949: (1) each person who was a 
director of the Corp. at any time during the year and whose aggregate remunera- 
tion exceeded $25,000; (2) each person who was 1 of the 3 highest paid officers of 
the corporation during the year; and (3) all persons, as a group, who were 
directors or officers of the corporation at any time during the year: 





Current remuneratior Retirement plan 








corpora mated 

Pay tion annual 

Name of individual or Capacities in which remunera ment lurin benefit 
identity of group tion was received Fees and under 1949 of to he 
salaries contin pre- paid t 


gent 






compel! | 






sation 






plan 

















Carl Breet Director, director of research $62, 866. 80 $55, 00 $18, 624 





Director, vice president, and 100, 100. 00 0, 000 |$6, 342. 23 1. BOK 























president, Dodge livision, 
| Chrysler Corp. 

B. E. Hutchinsor | Director, chairman of the finance 225, 700. 00 93. 400 
committee and vice president 

K. T. Keller Director, president and member 250, 800. 00 25, 200 
of the finance committee. 

Owen R. Skelton_. Director, director of engineering 88, 350. 00 55, 000 |14, 904. 63 20, 154 

A. vanderZee Director, vice president 85, 100. Of 75,000 (11, 915. 76 21. 600 

Herman L. Weckler Director, vice president and 175, 400. 00 40,000 |27, 546. 11 21. 600 
general manager 

Fred M. Zeder Director, vice chairman of the 215, 400. 00 | 22, 800 
board, and vice president. 

All directors and officers | Directors, committee members, | ‘ 1,352,266,80 $15,000 |81. 200. 50 211, 902 

as a group. and officers 


| The provision for employees’ contingent compensation made from earnings for the fiscal year 1948 and 
undistributed at Jan. 1, 1949, was $6,362,816. From this the corporation during 1949 paid $2,581,000 to 229 
officers and executives and $2,101,210 to 5,086 other supervisory employees. These payments include 
amounts shown as payments under contingent compensation plan in the above tabulation. Mr. K 
T. Keller, Mr. B. E. Hutchinson and Mr. Fred M. Zeder did not participate. The unexpended balance 
of $1,680,606 was restored to earnings in 1949, 

The provision for employees’ contingent compensation made, under the stockholders’ resolution of Apr 
16, 1949, referred to below, from earnings for the year 1949 was $9,690,869, no part of which was distributed 
19149 or included in the above figures. The corporation’s practice of paying contingent compensation is 
longstanding. With a view to making the awards for any year payable in part at once and in part in 
installments over a series of years, the board of directors in 1950 set aside for payment in 1950 to 235 officers 
and executives of the corporation, not including Messrs. Keller, Hutchinson, or Zeder, the sum of $2,714,500 
and directed that the sum of $5,429,000 be set aside for payment (subject to certain conditions of continued 
relation to the corporation) to said officers and executives, or in case of their death, to their legal representa- 
tives, in declining percentages over the succeeding 4-year period. In the discretion of the finance com- 
mittee or of the board of directors any part of the deferred payments may be used to purchase in the market 
stock of the corporation for distributing in lieu of cash. The remainder of the provision of $1,547,369 is 
available to distribute with other funds to supervisory employees as in other years. 

The provisions for employees’ contingent compensation for the years 1948 and 1949 represent 5 percent 
of earnings for the respective years, determined in the manner provided by the stockholders’ resolution 
of Apr. 16, 1929, and as modified by action of the board of directors on Feb. 13, 1941. In general, earnings 
as defined by the resolutions are the earnings after all charges except Federal taxes based on income and 
the provision for contingent compensation under this plan, and after deducting an amount equal to 7 per- 
cent of the stockholders’ investment at the beginning of the year (after certain adjustments). 

2 Mr. Breer retired from his former position as director of research of Chrysler Corp. as of Apr. 30, 1949, 
his normal retirement date under Chrysler Corp. salaried employees’ retirement income indenture dated 
as of Apr. 30, 1941, as amended, and all contracts that were held under it for his benefit were delivered to 
him. He thereupon became engineering consultant. 

3 Mr. Colbert’s fees, salary and contingent compensation during 1949 exceeded the corresponding amount 
paid to him during 1948 by $31,475. 

4 Includes director’s and committee fees of $900 paid to Mr. Nicholas Kelley, 1 of the directors and a vice 
president, but does not include any part of fees of $180,000 paid for services as general counsel to the law 
firm of Rathbone, Perry, Kelley & Drye, of which Mr. Kelley is a member. 
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GENERAL AND OTHER MATTERS 


Neither Chrysier Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will be presented to be 
acted on pursuant to the proxy. However, if any other matters properly come 
before the meeting, the persons whose names appear in the enclosed form of proxy 
intend to vote the proxy in accordance with their judgment. In the event that 
any nominee has become unavailable at the date of the meeting the enclosed form 
of proxy may be voted for a new nominee of the management. The minute 
books of the corporation containing the minutes of the meetings of the board of 
directors, the finance committee, and the operations committee, respectively, since 
the last annual meeting of stockholders will be presented to the meeting and 
will be open to inspection by the stockholders, but it is not intended that any 
action be taken thereon. 

By order of the Board of Directors, 
R. P. Fonery, Secretary. 

Dated March 16, 1950. 


CHRYSLER CORPORATION 
NOTICE OF ANNUAL MEETING OF STOCK HOLDERS 


Notice is hereby given, that the annual meeting of the Stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, city of 
Highland Park, Wayne County, Mich., on Tuesday, the 17th day of April 1951, 
at 12 o’clock noon, for the following purposes : 

(1) To elect a board of directors for the ensuing year; 

(2) To (@) consider and act upon a supplemental pension plan for salaried em- 
ployees to be submitted to the meeting for the benefit of eligible salaried em- 
ployees and officers of the corporation and of certain of its domestic subsidiaries, 
who may or may not be directors of the corporation, including action authorizing 
applying funds of the corporation to the plan, all subject to approval, if re- 
quired, by any proper public authority, and if said plan is approved by the 
stockholders, (b) authorize the proper officers of the corporation (if the board 
of directors of the corporation determines to fund the plan), to execute and de- 
liver one or more trust agreements or annuity contracts or both to be used as 
the medium for carrying out the plan with such changes (if any) in the plan 
and said trust agreements and annuity contracts or any of them, as may be re- 
quired by the Bureau of Internal Revenue to qualify said plan and said trust 
agreements or annuity contracts or both as an exempt plan or trust under sec- 
tion 165 (a) of the Internal Revenue Code and as may be required by other 
proper public authority ; and 

(3) To transact such other business as may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 2, 1951, as the record date for the determination of stock- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations committee, 
respectively, since the last annual meeting of stockholders will be presented to 
the meeting and will be open to inspection by the stockholders, but it is not in- 
tended that any action be taken thereon. 

By order of the Board of Directors, 
NIcHoLAS KELLEY, Jr., Secretary. 

Dated Detroit 31, Mich., March 15, 1951. 


Proxy STATEMENT OF CITRYSLER CORPORATION ANNUAL MFETING OF STOCKHOLDERS 
AprIL 17, 1951 


1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 17, 1951. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting will 
be voted, and where the stockholder has specified his choice by means of the bal- 
lot provided in the proxy, the shares will be voted in accordance with the choice 
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specified by the stockholder. 


ADMINISTERED PRICES 


vote the shares in favor of the proposal. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling and mailing 
this proxy statement and the accompanying notice and enclosed proxy and en- 
velope. The corporation intends to use its Secretary and four of its regular 
employees to solicit proxies, either personally or by telephone or by special let- 
ter, from stockholders in New York City and in certain other places, and to that 
end will make arrangements with brokerage houses and other custodians, nomi- 
nees, and fiduciaries to send proxies and proxy material to their principals, and 
may reimburse them for their expenses in doing so. 

4. At the close of business on March 2, 1951, the record date for the meeting, 


ELECTION OF OFFICERS 


If the stockholder omits to specify, the proxies will 


there were outstanding and entitled to vote 8,699,282 shares of Chrysler stock. 


The meeting is to elect 20 directors, being the whole board of directors, to serve 








for 1 year and until their successors shall have been elected and shall qualify. 
The board of directors intends that the persons you name in your proxy shall cast 


your votes for the following persons (nominees) as directors: 





James C. Brady 


Carl Breer 


Waddill Catchings__- 


Walter P. Chrysler, : 


L. L. Colbert 


George W. Davison... 
Joseph M. Dodge. 
Bryan C. Foy__. 
John A. Hartford. 


B. E. Hutchinson - 


W. Alton Jones 


K. T. Keller 


Nicholas Kelley 
Owen R. Skelton-- 
Harold E. Talbott 


Juan T. Trippe 


G. W. Troost *____ 
A. vanderZee._. ee 
Herman L. Weckler..-_-__- 


James C. Zeder 4.._______- 


Principal occupation 


| President, Brady Security & Realty Corp., real 


estate and investments. 
Engineering consultant 


Partner, Radio Program Production Co., produc- | 


tion of radio programs. 
Farmer 


| President, and President Dodge Division, 


Chrysler Corp. 
Honorary chairman of the board of trustees, 
Central Hanover Bank & Trust Co., banking. 
President, the Detroit Bank, banking 


Vice President, W. P. Chrylser Building Corp. | 


Chairman of the board of directors, the Great 
Atlantic & Pacific Tea Co., chain food stores. 


| Chairman, of the finance committee and vice | 


president, Chrysler Corp. 


President, Cities Service Co. The subsidiaries of 


Cities Service Co. are engaged in the production 
and sale of petroleum products and natural gas. 
Chairman of the board of directors, Chrysler Corp. 


| Partner, Rathbone, Perry, Kelley & Drye, lawyers 
| Director of Engineering, Chrysler Corp- -- 
| Partner, H. E. Talbott & Co., industrial financing 


and management. 


President, Pan American World Airways, Inc., | 


air transportation. 
Vice president and comptroller, Chrysler Corp _- 


| Vice president, Chrysler Corp--- 
Vice president and general manager, Chrysler | 


Corp. 


research, Chrysler Corp. 


| Year first 
| became 
director 


1937 


1937 
1929 


1935 
1949 


1931 

1948 
1930 
1934 
1925 
1945 
1927 
1937 
1937 
1927 
1936 


1946 
1940 


| Vice president and director of engineering and |__---- 


Shares of 
common 
stock bene- 


ficially owned 
Jan. 31, 1951 








! None 


1, 000 


None 


21,000 
1, 841 
5, 000 


None 


500 
12, 200 
8, 500 
2, 000 
30, 884 
None 
4,713 
2, 000 
200 

1, 167 
1, 895 
6, 200 


197 


1 As of Jan. 31, 1951, Mr. Brady owned 44 of the stock of Brady Security & Realty Corp., of which he is 
president, which said corporation owned 44,200 share of Chrysler stock; and he has an interest in a trust 
which owns 200 share of Chrysler stock. 

2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on January 31, 1951, 


8,500 shares of Chrysler stock. 


3 Mr. Troost was appointed an assistant comptroller of Chrysler Corp. on Oct. 31, 1935 and was elected 
comptroller on May 1, 1947 and a vice president on Sept. 1, 1949. 
4 Mr. Zeder was chief engineer of the laboratories of Chrysler Corp. from 1933 and was appointed chair- 
man of the engineering board in May 1946, director of engineering and research on May 1, 1950, and a vice 


president on Mar. 13, 1951. 


Mr. Carl Breer is acting in the capacity of an engineering consultant to 
Chrysler Corp. 


Mr. Walter P. Chrysler, Jr., is president of W. P. Chrysler Building Corp., 
from which Chrysler Sales Corp., a subsidiary of Chrysler Corp., leases a display 


room and offices in New York City. 
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Mr. George W. Davison is honorary chairman of the board of trustees, and a 
trustee, of Central Hanover Bank & Trust Co., New York City, one of the prin- 
cipal depository banks of Chrysler Corp., and a participant in a revolving credit 
which Chrysler Corp. established with certain of its depository banks, under 
which it could have borrowed up to a maximum of $100 million. This credit 
expired on March 2, 1951. Central Hanover Bank & Trust Co. is the trustee 
under Chrysler Corp. salaried employees’ retirement income indenture dated as 
of April 30, 1941, as amended, and it is also the trustee under a trust agreement 
dated as of August 1, 1950, established pursuant to an agreement made by the 
corporation, dated May 4, 1950, as amended December 11, 1950, with certain local 
unions and International Union, United Automobile, Aircraft, and Agricultural 
Implement Workers of America (UAW-CIO). 

Mr. Joseph M. Dodge is president of the Detroit Bank, Detroit, Mich., one of 
the principal depositary banks of Chrysler Corp., and a participant in the $100 
million revolving credit mentioned above. 

Mr. Byron C. Foy is a vice president and a director of W. P. Chrysler Building 
Corp. mentioned above. 

Mr. Nicholas Kelley is a member of the law firm of Rathbone, Perry, Kelley 
& Drye (formerly Larkin, Rathbone & Perry), New York City, who have been 
general counsel for Chrysler Corp. since its organization in 1925. 

Mr. Harold E. Talbott is chairman of the finance committee of the Electric 
Auto-Lite Co. from which for a number of years Chrysler Corp. has purchased 
parts and equipment for original equipment and for resale, some items being 
Chrysler Corp.’s total requirements. 

The following schedule shows the aggregate remuneration directl yor indirectly 
paid or set aside by Chrysler Corp. and its subsidiaries to, or for the benefit of 
the following persons for services in all capacities while acting as directors or 
officers of the corporation during the calendar year 1950: (1) each person who 
was a director of the corporation at any time during the year and whose aggre- 
gate remuneration exceeded $25,000; (2) each person who was 1 of the 3 highest 
paid officers of the corporation during the year; and (3) all persons, as a group, 
who were directors or officers of the corporation at any time during the year: 





| 
Current remunera- | Retirement plan 
tion 








| Cost to | Esti- 


corpora- mated 
| | Pay- | tion annual 
Name of individual or Capacities in which remunera- | ments during | benefits 
identity of group tion was received Fees and under | 19500f | tobe 
salaries | contin- | pre- | paid by 
gent | miums insur- 
| compen- | paid to ance 
sation | insur- com- 
plan! | ance pany 
| com- after re- 
pany tirement 
| at age 65 


bel | np annem aiecanhiea ie 














| 





I IS Director, engineering consultant. $50, 250 | __ : 2 $18, 624 

L. LU. Colbert 8... ........-. Director, president, vice presi- 4 127,433 | $80,000 | $5,926 21, 600 

dent, president, Dodge divi- 

sion, and member of the fi- 

nance committee. 

B. E. Hutchinson. --__---- Director, chairman of the fi- 225, 800 | See 23, 400 
nance committee, and vice 
president. 

ee. ele § cc cx Director, chairman of the board 250, 800 
of directors, president and 
member of the finance com- 
mittee. 

Owen R. Skelton ¢...._____| Director, director of engineering- 88, 300 55, 000 14, 804 

A. vanderZee_.............| Director, vice president_ --___- 4 101, 650 80, 000 11, 559 

Herman L. Weckler---_._-- Director, vice president, and 179, 050 50, 000 25, 537 
general manager. | 

Fred M. Zeder=..........- Director, vice chairman of the 216 0608 |. «6-5... Won. sasnte (7) 
board of directors and vice 
president. 

All directors and officers | Directors, committee members, | * 1,427,692 | 426,000 86, 739 203, 952 

as & group. | and officers. 
























See footnotes on page 3636. 
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SUPPLEMENTAL PENSION PLAN FOR SALARIED EMPLOYEES 


The board of directors has determined that it is advisable to establish a supple- 
mental pension plan for salaried employees (hereinafter called the supplemental 
plan) and to submit the plan to the stockholders at the annual meeting for them 
to consider and act on it, subject to the approval, if required, by any proper 
public authority. The supplemental plan was formulated and recommended to 
the board of directors by a committee of the finance committee of the board of 
directors, none of whom would participate in the supplemental plan or now 
participates in any of the arrangements for pensions that the corporation has 
established. 


The provision for employees’ contingent compensation, made under the stockholders’ resoluti 
Apr. 16, 1929, referred to below, from earnings for the year 1949 and undistributed ' 
$9,690,869. Of this amount, by resolution of the board of directors of Jan. 5, 1950, the corporatior 
the sum of $8,143,500 for payment to 235 officers and executives of the corporation, not including 
Keller, Hutchinson, or the late Mr. Zeder, to be paid in part at once, and in part over a perio 
As a Ist installment, the corporation during 1950 paid $2,714,500 of which $2,288,500 was for 
employees other than directors and officers. To receive each deferred payment, the recipient mu 
the employ of the corporation, unless the corporation shali have consented otherwise, and, after discontiz 
uance of such employment, not take other éMployment or render services to others than the corporation 
without its consent. The resolution of the board of directors of Jan. 5, 1950, also authorized the finance 
committee, or the board of directors, to use any part of the funds set aside for contingent compensation to 
purchase in the market stock of the corporation to distribute under the plan in lieu of cash. The remainder 
of the provision for employees’ contingent compensation in the amount of $1,547,369 was paid \ tt 
funds to 5,362 supervisory employees 

rhe provision for employees’ contingent compensation made under the stockholders’ re 
1929, referred to below, from earnings for the year 1950 was $11,445,263, no part of wi 
1950 or included in the above figure Of this amount, the board of directors set 
to 344 officers and executives of the corporation, not including Mr. Keller, the 
cash to the extent of $247,102 and the balance in 8,418 shares of stock of the corpor 
at which the corporation purchased the shares for the purpose aggregating $602,1 
sum of $2,833,267 be set aside for future payment subject to the conditions referre 

rhe ovisions for employees’ contingent compensation for the years 1949 ar 
of earnings for the respective years, determined in the manner provided by 
Apr. 16, 1929, and as modified by action of the board of directors on Feb. 1 
defined by the resolutions are the earnings after all charges except Federal t 
rovision for contingent compensation under this plan, and after deducting 

the stockholders’ investment at the beginning of the year (after cert 
Mr. Breer retired from his former position as director of researc ( 

Ss normal retirement te under Chrysler Corp. salaried employees’ reti 
s of Apr. 30, 1941, as ame d, and all contracts that were held under it 
h He thereupon became engineering consultant. He received in i! 
listed above. 

Mr. Colbert was a vice president of Chrysler Corp. from Sept. 1, 1949, to Nov 
president. 

+ Fees, salaries, and contingent compensation paid to Mr. Colbert and Mr 
ceeded the corresponding amounts paid to them during 1949 by $37,353 and $21,550, 
At the meeting of the board of cirectors on Nov. 3, 1950, Mr. K. T. Keller, cont 

normal retirement date under Chrysler Corp. salaried employees’ retirement income 
Apr. 30, 1941, as amended, resigned as president of the corporation and accepted the « 
the board of directors with general charge and control ] ess and aff 


oi ali ti DUS 
corporation now has entered into a contract of employment with Mr. Keller 
under which the parties agreed that Mr. Keller during a period of 5 years from the 
of directors following the meeting of stockholders on Apr. 17, 1951, would devote his 
time as the board of directors of the corporation shall request to the affairs of the 
sidiary corporations, in the capacity of chairman of the board of directors of the corpora 
Keller would continue to receive a salary of $300,000 per year. The contract further pré 


iployment as chai n of the board of directors terminates Mr. Keller will render 


consulting services to the corporation as the corporation may reasonably re 
employment or render services to others than the corporation without its 
will pay Mr. Keller for life, the sum of $75,000 a year, payable half-monthly 

Mr. Keller is continuing his part-time duties under his appointment | Defense 
George C. Marshall as Director of Guided Missiles. 

Mr. Skelton will retire as director of engineering on Apr. 30, 1951. The corporatior yw entere: 
into a contract with Mr. Skelton, under which Mr. Skelton agreed during a period of 3 years from May 1, 
1951, to give and devote his professional engineering services exclusively to the corporation, and further 
agrees that during said term he will not, without the consent of the corporation, directly or indirectly, 
become interested or engaged on his own behalf in an automotive enterprise of any kind or nature, or become 
employed or retained by, or extend or devote any of his services to, any other person. firm, company, cor- 
poration, or association engaged in an automotive enterprise of any kind or natur and the corporation 
to pay Mr. Skelton during the term of the contract the sum of $50,000 a year 

7 Mr. Zeder died on Feb. 24, 1951. The beneficiaries designated by Mr. Zeder will ve the death ben- 
efits under contracts purchased for Mr. Zeder which would have paid him $22,800 annually after retirement 
at age 65. 

* Includes director's and committee fees of $800 paid to Mr. Nicholas Kelley, | of the directors and a vice 
president, but does not include any part of fees of $235,000 paid for services as ge il counsel to the law 
firm of Rathbone, Perry, Kelley & Drye, of which Mr. Kelley is a member 
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PRESENT PENSION ARRANGEMENTS 
1. Noncontributory pensions 


During 1950, the corporation negotiated, with the UAW-—CIO and certain other 
unions, agreements continuing until August 31, 1955, providing for actuarially de- 
termined funded pensions for employees that these unions represented. The 
corporation also arranged for corresponding pensions for certain other employees, 
except employees who are elected officers or directors. The plans cover approxi- 
mately 120,000 employees of the corporation and its subsidiaries, and it is esti 
mated the aggregate annual cost of the plans (the past service being amortized 
over a 30-year period) is $8,271,965. A summary of the pensions that these plans 
provided follows: 

(a@) Pensions payable on retirement at or after age 65: The pension of an em- 
ployee retiring at or after age 65 with 10 years or more of credited service as de 
fined in the plans is the greater of (a) $1.50 a month for each year of credited 
service, provided, however, that not more than 30 years of credited service is 
counted for this purpose, or (b) $4 a month for each year of credited service up 
to a maximum of 25 years less the deductions, as defined in the plans, which in 
most cases and under present laws will be the employee’s primary social-security 
benefit and workmen’s-compensation payments, except fixed statutory payments 
for the loss of any bodily member. 

(b) Pensions payable on retirement between 60 and 65: An employee retiring 
with the consent of the corporation at or after age 60 but before age 65 with 15 
years or more of credited service, is entitled to a pension in a reduced amount. 

(c) Pensions for permanent and total disability: An é@mployee retiring for 
permanent total disability under the conditions of the plans is entitled to a pen- 
sion of the greater of (a) $3 a month for each year of credited service to the 
date such permanent total disability occurred, provided, however, that not more 
than 30 years of credited service shall be counted for this purpose, or (b) $50 
a month less, in either case, any present or future statutory payments on account 
of injury, disease, or disability so long as he shall be permanently and totally 
disabled, and until he shal! reach age 65, but no longer. If his permanent tota! 
disability shall continue until he shall reach age 65, he shall be deemed to have 
retired at age 65 with the same credited service he had at the date he became 
permanently and totally disabled. 

(d) General: There are no death benefits or provisions for vesting. 

2. Contributory pensions 

On April 15, 1941, the stockholders authorized the plan embodied in Chrysler 
Corp. salaried employees’ retirement income indenture dated as of April 30, 
1941. The plan has since been modified from time to time to meet the require- 
ments of section 165 (a) of the Internal Revenue Code, as amended, and situa- 
tions arising in the administration of the plan. The plan is for the purpose 
of providing an income upon their retirement to eligible employees of the corpo- 
ration receiving salaries in excess of $250 per month. The trustee under the 
indenture purchases retirement-income contracts which include life-insurance 
death benefits for those of the participating employees who are insurable and re- 
tirement annuity contracts for participating employees who are not insurable. 
As of December 31, 1950, there were 6,272 participating employees (including 
9 officers), of whom Messrs, L. L. Colbert, B. E. Hutchinson, K. T, Keller, Owen 
R. Skelton, A. vanderZee, Herman L. Weckler, and the late Fred M. Zeder were 
also members of the board of directors. The amount paid by the corporation 
under the indenture in 1950 for premiums on contracts calling for annual pay- 


the employees contributed, of which $2,156,053 was for the benefit of employees 
other than directors and officers. 

A summary of the principal features of the plan follows : 

(a) In general, the annua! retirement income at age 65 is limited to an amount 
measured by 1% percent of aggregate salary in excess of $250 per month re- 
ceived between the date of employment or the date of reaching age 40, whichever 
date is the later, and 65. The maximum retirement income is $1,800 per month, 
except in the case of Messrs. Keller and Hutchinson and the late Mr. Zeder, 
whose monthly retirement income as provided by the indenture is fixed at $2,100, 
$1,950, and $1,900, respectively, which is less than it would be under the formula 
of the plan. 
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(b) The employees contribute under the plan 2% percent of salary in excess 
of $250 per month until the benefits are fully paid for. 

(c) An employee who is over 60 or has been employed by the corporation for 
10 years or more and has reached his 50th birthday is entitled in any event when 
his employment ceases to benefits available at that time under the contracts then 
held for him. 

The board of directors believes that the present pension arrangements for 
salaried employees are not adequate. Although salaries have risen in keeping 
with the sharp and sustained rise in living costs that has taken place, the bene- 
fits provided under the salaried employees’ retirement income plan have not in- 
creased correspondingly in the case of the older salaried employees to the extent 
that they are based in part upon service rendered up to 25 years in the past when 
the general rate of compensation was lower. This, with the limits that the 
corporation’s salaried employees’ retirement income plan fixes on pensions, 
results in retirement benefits in some cases being as low as 12 percent of current 
Salary. 

Accordingly, the board of directors recommends that the corporation establish 
the supplemental plan. A summary of the main provisions of the supplemental 
plan is as follows: 

TERMS OF SUPPLEMENTAL PLAN 
1. Eligibility 

Salaried employees who are in the employ of the corporation and of certain 
wholly owned domestic subsidiaries as salaried employees on or after April 30, 
1951, and were not over 51% when last employed. There is no minimum salary 
requirement, and present active salaried employees over 65 are included. Mr. 
K. T. Keller will not participate. 


2. Normal retirement date 


The last day of the month coinciding with or next following the employee’s 
65th birthday, except that in the case of a participating employee under Chrysler 
Corp. salaried employees’ retirement income plan, his normal retirement date 
shall be the normal retirement date under the salaried employees’ retirement 
income plan. 


8. Early retirement 


A salaried employee retiring with the consent of the corporation on or after 
his 60th birthday but before his normal retirement date with 15 years or more of 
continuous employment as a salaried employee will be entitled to a pension in 
a reduced amount to take into account the period between the date of early 
retirement and normal retirement date. 


4. Rate of pension benefit 


For each month of salaried employment in the period of not more than 
300 months immediately preceding normal retirement date and following 
the date of last employment, one-eighth of 1 percent of average monthly 
salarly paid to the employee during the last half of the months of salaried em- 
ployment in such period, but not less than 120 months, or such lesser number 
of months as the employee shall have been a salaried employee, less the deductions 
(in general and under present laws, the benefits under the salaried employees’ 
retirement income plan, the noncontributory pension plans, and primary social- 
security benefits). 


5. Type of benefit 


A life annuity, and (a) if the employee shall die on or after the date of his 
actual retirement but before he shall have received 120 monthly payments of his 
pension, the remainder of such 120 monthly payments that he would have received 
under the supplemental plan if he had lived, shall be paid to his beneficiary or 
beneficiaries as provided in the supplemental plan, or (b) if the employee shall 
die before he shall have actually retired but on or after his normal retirement 
date, or on or after his 60th birthday with 15 years or more of continuous em- 
ployment as a salaried employee, 120 monthly payments, equal to the pension that 
he would have received under the supplemental plan had he retired on the date 
of his death, shall be paid to his beneficiary or beneficiaries as provided in the 
supplemental plan. 
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6. Genera! 


There are no provisions for death benefits or for vesting upon termination of 
employment except as provided above. 

Out of a total of approximately 18,000 salaried employees of the corporation 
and subsidiaries, the corporation estimates that approximately 6,000 would re- 
ceive pensions under the supplemental plan if they remain in the employ of the 
corporation until entitled to benefits. 

The cost of the pensions under the supplemental plan will be borne entirely by 
the corporation, and will depend on the compensation on which the pensions are 
based, on the rate of turnover of employees, on the mortality experienced, on the 
rate of retirements, on the age and service of employees, and on other variable 
factors. It is estimated that the initial annual cost of future-service benefits will 
be approximately $155,000. Of this amount, it is estimated that $44,000 will be 
for the benefit of directors who are employees and of officers, and $111,000 will 
be for the benefit of other employees. If the corporation determines to fund or 
otherwise make provision for the pensions to be provided by the supplemental 
plan, and if the past-service benefits under the supplemental plan are funded or 
provided for by a lump-sum payment or provision, it is estimated that the total 
cost to the corporation of providing all past-service benefits under the supple- 
mental plan will be approximately $3,750,000, of which approximately $1,040,000 
will be for the benefit of directors who are employees and of officers, and approxi- 
mately $2,710,000 will be for the benefit of other employees. If amortized over a 
period of 30 years, it is estimated that the average annual cost to the corporation 
of past-service benefits under the supplemental plan will be approximately 
$175,000, of which approximately $49,000 will be for the benefit of directors who 
are employees and of officers, and approximately $126,000 will be for the benefit of 
other employees. 

The following shows the estimated amounts which would have been payable by 
the corporation in 1950 to provide past-service and future-service benefits under 
the supplemental plan for the persons named if the supplemental plan had been 
in effect during that year and if the corporation had determined to fund the pen- 
sions to be provided by the supplemental plan and to amortize past service over 
a period of 30 years. It also shows the pensions estimated to be payable to these 
persons under the supplemental plan if the corporation were to continue the sup- 
plemental plan in effect in the form now proposed and if each of these persons 
is to receive salary until normal retirement date at the rate now in effect. These 
pensions would be in addition to the estimated benefits under Chrysler Corp. 
salaried employees’ retirement income indenture dated as of April 30, 1941, as 
amended, shown on page 38: 


———_~—— 
| 
| Annual 
Position | service | service normal 
| payments | payments | retirement 
| | date 


| 
Past- | Future- pension at 
' 
| 


L. L. Colbert. -- | President_ - - $3, 900 $15, 400 52, 440 

B. E. Hutchinson.__- Chairman of the finance committee and | 17, 900 10, 900 37, 240 
vice president. | 

Owen R. Skelton Director of engineering. __. | 3, 200 . 700 | 5, 634 

A. vanderZee _ _- ..| Viee president._____. i. 4, 700 , 300 | , 533 

Herman L. Weckler.-. Vice president and general manager --- 9, 200 , 400 9, 683 


The corporation has not yet determined whether or not to fund the pensions 
to be provided by the supplemental plan. If the corporation determines to fund 
the pensions it will do so by entering into one or more trust agreements or an- 
nuity contracts or both under which one or more trusts or insured funds will be 
established. In this event the supplemental plan and the trust agreements and 
the annuity contracts or both are subject to such changes in any of them, as may 
be required by the Bureau of Internal Revenue to qualify said plan and said 
trust agreements or annuity contracts or both as an exempt plan or trust under 


section 165(a) of the Internal Revenue Code and as may be required by other 
proper public authority. 
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The corporation may amend or modify the supplemental plan in any respect 
by action of its board of directors and any such amendment may provide for 
limiting pensions to a maximum amount. The corporation does not contem- 
plate that the right to amend or modify the supplemental plan will be exercised 
(except as may be required by the Bureau of Internal Revenue) to increase 
pensions under the supplemental plan or increase the allocation of benefits in 
favor of directors who are employees or of officers as against other employees, 
without submitting the change to the stockholders for approval. 

The board of directors is submitting the supplemental plan to the stockholders 
for their approval because of the interest in it of employees who are directors. 
If the supplemental plan is approved by the holders of a majority of the capital 
stock of the corporation outstanding and entitled to vote at the annual meeting, 
it is the present intention of the board of directors, subject to obtaining the 
approvals, if required, of the proper public authorities, to put the supplemental 
plan into effect. Unless the stockholders so approve the supplemental plan, it 
will not be put into effect. 


GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than those referred to in items (1) 
and (2) in the accompanying notice, and they have no present knowledge that 
any other matters will be presented to be acted on pursuant to the proxy. 
However, if any other matters properly come before the meeting, the persons 
whose names appear in the enclosed form of proxy intend to vote the proxy in 
accordance with their judgment. In the event that any nominee has become 
unavailable at the date of the meeting the enclosed form of proxy may be voted 
for a new nominee of the management. The minute books of the corporation 
containing the minutes of the meetings of the board of directors, the finance 
committee, and the operations committee, respectively, since the last annual 
meeting of stockholders will be presented to the meeting and will be open to 
inspection by the stockholders, but it is not intended that any action be taken 
thereon. 

By order of the board of directors. 


NICHOLAS KELLEY, Jr., Secretary. 
Dated March 15, 1951. 


CHRYSLER CORP. 
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


Notice Is Hereby Given, that the annual meeting of the stockholders of 
Chrysler Corp., a corporation of the State of Delaware, will be held, as provided 
by the' bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, 
city of Highland Park, Wayne County, Mich., on Tuesday, the 15th day of 
April 1952, at 12 o’clock noon, for the following purposes : 

(1) To elect a board of directors for the ensuing vear: 

(2) To consider and act upon a stock option plan to be submitted to the 
meeting, for the benefit of salaried officers and key employees of the corporation 
and of subsidiaries, who may or may not be directors of the corporation, sub- 
ject to approval, if required, by any proper public authority: and 

(3) To transact such other business as may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on February 25, 1952. as the record date for the determination of stock- 
holders entitled to vote at the meeting: and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations commit- 
tee, respectively, since the last annual meeting of stockholders will be presented 
to the meeting and will be open to inspection by the stockholders, but it is not 
intended that any action be taken thereon. 

By Order of the Board of Directors, 
NIcHoLAs KeLiey, Jr., Secretary. 

Dated Detroit, Mich., March 1, 1952. 
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Proxy STATEMENT OF CHRYSLER CorP., ANNUAL MERTING OF STOCKHOLDERS 


APRIL 15, 1952 


1. The board of directors solicits a proxy from you for the annual meeting 
of stockholders on April 15, 1952. Please fill out the enclosed form of proxy, 
and return it in the stamped envelope that we enclose for that purpose. All 
shares represented by proxies in the enclosed form received in time for the 
meeting will be voted, and where the stockholder has specified his choice by 
means of the ballot provided in the proxy, the shares will be voted in accordance 
with the choice specified by the stockholder. If the stockholder omits to specify 
the proxies will vote the shares in favor of the proposal. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling, and mailing this 
proxy statement and the accompanying notice and enclosed proxy and envelope. 
The corporation intends to use four of its regular employees to solicit proxies, 
either personally or by telephone or by special letter, from stockholders in New 
York City and in certain other places, and to that end will make arrangements 
with brokerage houses and other custodians, nominees and fiduciaries to send 
proxies and proxy material to their principals, and may reimburse them for their 
expenses in doing so. 

4. At the close of business on February 25, 1952, the record date for the 
meeting, there were outstanding and entitled to vote 8,701,904 shares of Chrysler 
stock. 

ELECTION OF DIRECTORS 


The meeting is to elect 20 directors, being the whole board of directors, to 
serve for 1 year and until their suecessors shall have been elected and shal! 
qualify. The board of directors intends that the persons you name in your 
proxy shall cast your votes for the following persons (nominees) as directors: 


Year Shares of 
first be- common 
Name Prineipal occupation came stock bene- 
director |ficially owned 
Jan. 31, 1952 


James C. Brady President, Brady Security & Realty Corp., real None 
estate and investments. 

Carl Breer Engineering consultant . 1, 000 

Waddill Catchings.. Partner, Radio Program Production Co., pro- None 
duction of radio programs. 

Walter P. Chrysler, Jr_. Farmer _ _- 21, 000 

L. L. Colbert- President, Chrysler Corp 2, 084 

George W. Davison Honorary chairman of the board of trustees, the 5, 000 
Hanover Bank, banking. 

Joseph M. Dodge President, The Detroit Bank, banking None 

Byron C. Foy a Vice president, W. P. Chrysler Building Corp., 500 

‘ a building corporation. 

B. E. Hutchinson ’ Chairman of the finance committee and vice presi- 1925 8, 625 
dent, Chrysler Corp. 

W. Alton Jones President, Cities Service Co. The subsidiaries of 1945 2, 000 
Cities Service Co. are engaged in the productior 
and sale of petroleum products andnatural gas. 

K. T. Keller Chairman of the board of directo.s, Chrysler Corp 1927 30, 864 

Nicholas Kelley ‘ Partner, Kelley, Drye, Newhall & Maginnes, 1937 None 
lawyers. 

Owen R. Skelton... Engineering consultant 1937 3, 960 

Harold E. Talbott Partner, H E. Talbott & Co., industrial financing 1927 2, 000 
and management. 

Juan T. Trippe- President, Pan American World Airways, Inc., air | 1936 200 
transportation. 

G. W. Troost Vice president and comptroller, Chrysler Corp 1951 334 

L. A. Van Bomel 3 President, National Dairy Products Corp., food 1951 200 
products. 

A. vander7ee Vice president, Chrysler Corp 1946 . 138 

Herman L. Weckler Vice president and general manager, Chrylser 1940 , 400 
Corp. 

James C. Zeder Vice president and director of engineering and re 1951 492 
search, Chrysler Corp. 


1 As of Jan. 31. 1952, Mr. Brady owned 1/7th of the stock of Brady Security & Realty Corp. of which he 
is president, which said corpora‘ion owned 44,200 shares of Chrysler stock; and he has an interest in a trust 
which owns 200 shares of Chrysler stock. 

3 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan. 31, 1952, 8,500 
shares of Chrysler stock. 

3 Mr. Van Bomel has been president of National Dairy Products Corp. since 1941. 





3692 ADMINISTERED PRICES 


Mr. Car! Breer is acting in the capacity of an engineering consultant to Chrys- 
ler Corp. 

Mr. Walter P. Chrysler, Jr. is president of W. P. Chrysler Building Corp., from 
which Chrysler Sales Corp., a subsidiary of Chrysler Corp., leases a display room 
and offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees, and a 
trustee of the Hanover Bank, New York City, one of the principal depositary 
banks of Chrysler Corp., and a participant in a revolving credit which Chrysler 
Corp. established with certain of its depositary banks, under which it could have 
borrowed up to a maximum of $100 million. This credit expired on March 2, 
1951. The Hanover Bank is the trustee under Chrysler Corp. salaried employees’ 
retirement income indenture dated as of April 30, 1941, as amended. It is the 
trustee under a trust agreement dated as of August 1, 1950, established pursuant 
to an agreement made by the corporation, dated May 4, 1950, as amended Decem- 
ber 11, 1950, with certain local unions and International Union, United Automo- 
bile, Aircraft and Agricultural Implement Workers of America (UAW-CIO), 
and it is also the trustee under a pension agreement dated as of January 1, 1951, 
providing for the funding of pensions under the supplemental pension plan for 
salaried employees authorized by the stockholders at the annual meeting on 
April 17, 1951, as amended. 

Mr. Joseph M. Dodge is president of the Detroit Bank, Detroit, Mich., one of 
the principal depositary banks of Chrysler Corp., and a participant in the $100 
million revolving credit mentioned above. 

Mr. Byron C. Foy is a vice president and a director of W. P. Chrysler Building 
Copr., mentioned above and is president of Lenox Hill Motors, Inc., New York 
City, one of the dealers of the corporation selling Chrysler and Plymouth cars. 

Mr. Nicholas Kelley is a member of the law firm of Kelley, Drye, Newhall & 
Maginnes (formerly Rathbone, Perry, Kelley & Drye), New York City, who, with 
their predecessor firms, have been general counsel for Chrysler Corp., since its 
organization in 1925. 

Mr. Owen R. Skelton is acting in the capacity of an engineering consultant to 
Chrysler Corp. 

Mr. Harold E. Talbott is chairman of the finance committee of the Electric 
Auto-Lite Co., from which for a number of years Chrysler Corp. has purchased 
parts and equipment for original equipment and for resale, some items being 
Chrysler Corp.’s total requirements. 

Mr. L. A. Van Bomel is president of National Dairy Products Corp., New York 
City, which during 1951 purchased from the corporation in the ordinary course of 
business trucks and refrigerating equipment. 

The following schedule shows the aggregate remuneration that Chrysler Corp. 
and its subsidiaries directly or indirectly have paid to or set aside for the benefit 
of the following persons for services in all capacities while acting as directors or 
officers of the corporation during the calendar year 1951: (1) each person who 
was a director of the corporation at any time during the year and whose aggre- 
gate remuneration exceeded $25,000; (2) each person who was one of the three 
highest paid officers of the corporation during the year; and (3) all persons, as 
a group, who were directors or officers of the corporation at any time during the 
year: 





Name of individual or 
identity of group 
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Retirement plan 


Cost to 


| corpora- | 


Pay- 
menis 
| under 
contin- 
gent 


Capacities in which remunera- 
tion was received Fees and 


salaries 


plan ! 


| 


compen- | 


tion 
during 
1951 of 
pre- 
miums 
paid to 
insur- 
ance 
com- 


1 
| Esti- 
mated 
annual 
benefits 
on re- 
tirement 
at age 653 


| 
| sat ion 
| 
| 
| 


Carl Breer 4 
L. L. Colbert 5 


Director, engineering consultant -| 
Director, president and member | 
of the finance committee. 
Director, chairman of the finance | 
committee and vice president. 
Director, chairman of the board | 
of directors and member of the | 
finance committee. 
Director, director of engineering | 
and later engineering con- 
sultant. 
Director, vice 
comptroller. 
Director, vice president 
....-| Direetor, vice president 
general manager. 
Director, vice chairman of the 
board of directors and vice 
resident. | 
Director, vice president 
director of engineering 
research. 
Directors, committee members, 
and officers. 


$50, 350 


$18, 624 
200, 800 | 


$80, 000 74, 040 


B. E. Hutchinson 5 225, 900 45, 000 60, 640 


K. T. Keller 56 300, 900 | 25, 200 


Owen R. Skelton ’ 63, 017 25, 783 


G. W. Troost 5 president and 92, 017 60, 000 10, 271 36, 540 


A. vanderZee ___. 


110, 450 
Herman L. Weckler- 


185, 400 | 


80, 000 


11, 390 36, 132 
54, 000 


and | aan 41, 283 


Fred M. Zeder § 125, 467 40, 000 


James C. Zeder 5 and | 106,300} 52,000} 11,895) 42,165 


and 





All directors and officers 


| ¢ 1, 575, 551 
as a group.’ | 


542,800 | 55, 203 


| | 


388, 941 


1 Amounts under this heading are the 2d annual installment of the sum set aside, by resolution of the 
board of directors of Jan. 5, 1950, for payment over a period of 5 years of employees’ contingent compensation 
from earnings for the year 1949; and the Ist annual installment of the sum set aside, by resolution of the 
board of directors of Jan. 4, 1951, for payment over a period of 5 years of employees’ contingent compensation 
from earnings for the year 1950. To receive each deferred payment, the recipient must be employed by the 
corporation, unless the corporation shall have consented otherwise, and. if employment has been discon- 
tinued, must not have taken other employment or rendered ser vices to others than the corporation without 
its consent. A part of these amounts was paid in shares of common stock of the corporation valued for this 
purpose at $71.529 per share, their average cost. The numbers of shares distributed were as follows: Mr. 
Colbert, 223 shares; Mr. Skelton, 153 shares; Mr. Troost, 167 shares; Mr. vanderZee, 223 shares; Mr. Weckler, 
195 shares; the late Mr. Fred M. Zeder, 111 shares; Mr. James C, Zeder, 167 shares; all directors and officers 
as a group, 1,461 shares. The mean price of the common stock of the corporation on the New York Stock 
Exchange on the date the shares were transferred to the recipients was $73.25 per share. 

The provision for employees’ contingent compensation from earnings for the year 1951 was $5,619,979, no 
part of which was distributed in 1951 or included in the above figures. Of this amount, by resolution of 
the board of directors of Jan. 3, 1952, the corporation set aside for payment in 1952 to 378 officers and executives 
of the corporation, not including Mr. Keller, the sum of $723,087 (payable in cash to the extent of $70,928 
and the balance in 9,122 shares of stock of the corporation at the average price at which the corporation pur- 
chased the shares for the purpose aggregating $652,159) and directed that the sum of $2,754,146 be set aside 
for future payment over a period of 4 years subject to the conditions referred to above. 

The provisions for employees’ contingent compensation for the years 1949, 1950, and 1951 represent 5 
percent of earnings for the respective years, determined in the manner provided by the stockholders’ resolu- 
tion of Apr. 16, 1929, as modified by the board of directors on Feb. 13, 1941. In general, ‘‘earnings”’ as defined 
by the resolutions are the net earnings after deducting all charges (except Federal taxes based on income and 
the provision for contingent compensation under this plan), and after deducting an amount equal to 7 
percent of the stockholders’ investment at the beginning of the year (after certain adjustments). 

? Amounts under this heading are payments the corporation made to the trustee under Chrysler Corp. 
salaried employees’ retirement income indenture dated as of Apr. 30, 1941,asamended. They do not include 
an initial contingent payment of $100,000 made in 1951 nor a further contingent payment of $400,000 made 
in 1952 under the new supplemental pension plan for salaried employees. These payments are contingent 
upon and the plan is not yet fully operative pending the issuing by the Salary Stabilization Board of a 
regulation concerning pension plans and compliance with the requirements of General Wage Regulation 
No. 21 issued Feb. 24, 1952 by the Wage Stabilization Board. 

3 Amounts under this heading are (1) estimated benefits under Chrysler Corp. salaried employees’ retire- 
ment income indenture dated as of Apr. 30, 1941, as amended, except that where the person retired or reached 
age 65 before Dec. 31, 1951, the amount shown is the actual annual rate of benefits paid or payable after 
retirement to him under that indenture; and (2) estimated annual benefits on retirement at age 65 under 
the new supplemental pension plan for salaried employees, which is not yet fully operative as explained in 
footnote 2 above. 

4 Mr. Breer retired from his former position as director of research of Chrysler Corp. as of Apr. 30, 1949. 
This was his normal retirement date under Chrysler Corp. salaried employees’ retirement income indenture 
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STOCK OPTION PLAN 


The board of directors recommends that the stockholders approve a stock 
option plan for salaried officers and key employees. 

The purpose of the stock option plan is to secure for the corporation and its 
stockholders the benefits of incentive inherent in stock ownership by the salaried 
officers and key employees of the corporation and its subsidiaries upon whom 
responsibilities of top management increasingly are falling. 

Stock option plans, by offering an opportunity to acquire a proprietary inter- 
est in the success of a corporation’s business, aid in encouraging competent exec- 
utives who are responsible for the corporation’s future growth and continued 
financial success to remain in its service and in attracting others to it. Congress 
has recognized the importance and desirability of stock option plans, and has 
provided for them in the Revenue Act of 1950. The restricted stock options 
referred to in the Revenue Act, to quote the report of the Committee on Finance 
of the United States Senate, “are frequently used as incentive devices by cor- 
porations who wish to attract new management, to convert their officers into 
‘partners’ by giving them a stake in the business, to retain the services of execu- 
tives who might otherwise leave, or to give their employees generally a more 
direct interest in the success of the corporation.” 

The board of directors has determined that it is advisable to establish a stock 
option plan for salaried officers and key employees (hereinafter called the plan). 
The plan is hereinafter set forth in full in this proxy statement. 

The authorized common stock of corporation consists of 20 million shares 
of the par value of $25 per share of which 8,702,264 shares (exclusive of treasury 
shares) were outstanding on February 25, 1952. The number of shares to be 
reserved for the purposes of the plan is 400,000 shares, which is equal to approx- 
imately 4.6 percent of the number of shares then outstanding. 

If the plan is adopted, it is contemplated that options for 120,000 shares will 
be granted to 15 salaried officers and key employees initially, and that 280,000 
shares will be reserved for additional options to be granted from time to time 
in the future to additional or new salaried officers and key employees or to 
salaried officers and key employees who shall have previously received options. 
It is not possible to determine at this time the number of persons whom the board 
of directors or the committee may select in the future to receive options under 
the plan. 


dated as of Apr. 30, 1941, as amended, and all contracts that were held under it for his benefit were delivered 
to him. He thereupon became an engineering consultant. 

5 Fees, salaries, and contingent compensation paid to the following persons during 1951 exceeded the 
eorresponding amounts paid to them @euring 1950 hy the amounts set after their respective names: Mr. 
Colhert, $73,367; Mr. Hutchinson, $45,100; Mr. Keller, $50,100; Mr. Troost, $26,079; Mr. James C. Zeder, 
$44,600; all directors and officers as a group, $264,659. 

6 At the meeting of the board of directors on Nov. 3, 1950, Mr. K. T. Keller, contemplating reaching his 
normal retirement date under Chrvsler Corn. salaried employees’ retirement income indenture dated as of 
Apr. 30, 1941, as amended, resigned as president of the corporation and accepted the office of chairman of 
the board of directors with general charge and control of all the business and affairs of the corporation. The 
corporation entered into a contract of emplovment with Mr. Keller dated as of Jan. 1, 1951, under which the 
parties agreed that Mr. Keller, during a period of 5 years from the first meeting of the board of directors 
following the meeting of stockholders on Apr. 17, 1951, would devote his time or as much of his time as the 
board of directors of the corporation shall request to the affairs of the corporation and its subsidiarv corpora- 
tions, in the capacity of chairman of the board of directors of the corporation, for which Mr. Keller would 
continue to receive a salary of $300,000 a vear. The contract further provides that when his employment as 
chairman of the board of directors terminates Mr. Keller will render such advisory and consulting services 
to the corporation as the corporation may reasonably request, and will not take other employment or render 
services to others than the corporation, without its consent, and the corporation will pay Mr. Keller for 
life, the sum of $75,000 a year, pavable half-monthly. 

Mr. Keller is continuing his part-time duties as Director of Guided Missiles in the Department of Defense. 

7 Mr. Skelton retired from his former position as director of engineering on Apr. 30, 1951. This was his 
normal retirement date under Chrvsler Corp. salaried employees’ retirement income indenture dated as of 
of Apr. 30, 1941, as amended, and all contracts that were held under it for his benefit were delivered to him. 
The corporation entered into a contract with Mr. Skelton, under which Mr. Skelton agreed during a period 
of 3 years from May 1, 1951, to give and devote his professional engineering services exclusively to the cor- 
poration, and further agreed that during that period, without the consent of the corporation, he will not, 
directly or indirectly become interested or engaged on his own behalf in an automotive enterprise of any kind 
or nature, or become employed or retained by, or extend or devote any of his services to, anv other person, 
firm, company, corporation, or association engaged in an automotive enterprise of anv kind or nature; and 
the corporation agreed to pay Mr. Skelton during the term of the contract the sum of $50,000 a year 

®§ Mr. Fred M. Zeder died on Feb. 24, 1951. The amount under the heating ‘Fees and Salaries”’ includes 
payment to Mrs. Zeder equal to the salary Mr. Zeder would have received for the period from Feb. 24, 1951, 
through July 31, 1951, had he lived. The beneficiaries designated by Mr. Zeer have received the death 
benefits under contracts purchased for Mr. Zeder that would have paid him $22,800 annually after retirement 
at age 65. 

® Includes director’s and committee fees of $850 paid to Mr. Nicholas Kelley, one of the directors and a 
vice president, but does not include any part of fees of $235,000 paid for services as general counse! to the law 
firm of Rathbone, Perry, Kelley & Drye (now Kelley, Drye, Newhall & Maginnes), of which Mr. Kelley is 
a member, 
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The board of directors does not expect to determine the individuals to whom it 
will grant options initially, or the number of shares to be subject to each option 
until after the stockholders shall have approved the plan. The board of direc- 
tors expects, however, that if the stockholders approve the plan, it will grant 
initial options to the following officers of the corporation who are directors in 
the amounts set after their respective names: L. L. Colbert, 20,000 shares; G. W. 
Troost, 10,000 shares; A. vanderZee, 10,000 shares; and James C. Zeder, 10,000 
shares. 

The optian price in each instance will be not less than 95 percent of the fair 
market value of the common stock on the date of granting the option. The clos- 
ing price of a share of common stock on the New York Stock Exchange on Febru- 
ary 29, 1952, was $685, per share. 

The certificate of incorporation of the corporation, as amended, provides that 
no stockholder shall have any preemptive rights to subscribe to or acquire from 
the corporation any shares of its stock. 

The corporation is advised by counsel that under the provisions of section 130A 
of the Internal Revenue Code an individual who acquires shares of stock pur- 
suant to the exercise of an option granted under the plan and who complies with 
the provisions of that section (1) will not be deemed to receive any income either 
at the granting of the option or at the time of acquiring shares by exercising his 
option; and (2) will be entitled to the benefits of the capital-gain provisions of 
the Internal Revenue Code on any profits derived on selling the shares. The 
corporation is further advised by counsel that no deduction will be allowable at 
any time to the corporation for options it grants under the plan or the shares it 
sells under the options. 

The board of directors is submitting the plan to the stockholders to consider 
because of the interest in it of officers who are directors. If the holders of 
a majority of the common stock of the corporation outstanding and entitled to 
vote at the annual meeting approve the plan, the board of directors of the corpora- 
tion at present intends, subject to the provisions of paragraph 11 of the plan, to 
put the plan into effect. Unless the stockholders so approve the plan, the board 
of directors will not put the plan into effect. 


STOCK OPTION PLAN FOR SALARIED OFFICERS AND KEY EMPLOYEES OF CHRYSLER 
CORPORATION AND ITS SUBSIDIARIES 


1, Amount of stock subject to the plan 


The total number of shares of common stock of the corporation which may be 
sold pursuant to options granted under the plan shall not exceed 400,000 shares, 
as constituted at the time of the annual meeting of stockholders in 1952. The 
shares sold under the plan may be either authorized and unissued shares or issued 
shares reacquired by the corporation at any time, as the board of directors from 
time to time may determine. Unless and until the board of directors shall deter- 
mine to purchase shares in the market for the purpose of the plan or to us® 
treasury shares, the shares sold under the plan shall be authorized and unissued 
shares reserved for that purpose. In the event that any options granted under the 
plan shall terminate or expire for any reason without having been exercised in 
full, the shares not purchased under the options shall be available again for the 
purposes of the plan. 


2. Administration 


The plan shall be administered by the board of directors (those members who 
are not eligible to receive options under the plan or who for the time being dis- 
claim eligibility to receive them) or a committee of such members of the board 
of directors, whom the board of directors may appoint from time to time. Subject 
to the express provisions of the plan, the board of directors (or the committee 
if it appoints one) shall have authority, in its discretion, to determine the indi- 
viduals to receive options, the times when they shall receive them, and the number 
of shares to be subject to each option. 

Subject to the express provisions of the plan, the board of directors or the com- 
mittee shall also have authority to construe the respective option agreements and 
the plan, to prescribe, amend and rescind rules and regulations relating to the 
plan, to determine the terms and provisions of the respective option agreements 
(which need not be identical) and to make all other determinations necessary or 
advisable for administering the plan. The board of directors or the committee 
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may correct any defect or supply any omission or reconcile any inconsistency 
in the plan or in any option agreement in the manner and to the extent it shall 
deem expedient to carry it into effect, and it shall be the sole and final judge of 
such expediency. The determinations of the board of directors or the committee 
on the matters referred to in this paragraph 2 shall be conclusive. 
5. Eligibility and participation 

The options granted under the plan will be restricted stock options within 
the meaning of the Internal Revenue Code. Options may be granted only to 
salaried officers and key employees of the corporation and of its present ‘and 
future subsidiaries. Mr. K. T. Keller and directors of the corporation or of a 
subsidiary who are not also salaried officers or employees of the corporation or 
of one of its subsidiaries will not be eligible to receive an option. Any person 
who has retired from the active service of the corporation and who has entered 
into a consulting contract with the corporation will not be eligible to receive an 
option. No officer or employee shall be granted options under the plan to 
purchase in the aggregate more than 45,000 shares of common stock of the 
corporation, as constituted at the time of the annual meeting of stockholders 
in 1952. 
4. Option prices and payment 

The purchase price of the common stock purchased under each option granted 
pursuant to the plan shall be set by the board of directors or the committee but 
shall not be less than 95 percent of the fair market value on the date of the 
granting of the option as determined by the board of directors or the committee. 
The purchase price shall be paid in full in cash upon the exercise of the option. 
The proceeds of sale of stock subject to the options are to be added to the 
general funds of the corporation and used for its corporate purposes as the board 
of directors shall determine. 
5. Period of option and certain limitations on the right to exercise 

The holder of an option must remain in the continuous employ of the corpora- 
tion or of a subsidiary of the corporation for 1 year from the date the option 
is granted before he can exercise any part of the option. Each option wi!l be 
exercisable thereafter over the term of the option, which shall be not more than 
10 years from the date of granting the option, as follows: At any time during 
the term of the option after the end of the first, second and third years, respec- 
tively, of the term, the holder of the option may purchase up to 3314 percent 
for each year, of the total number of shares subject to his option, so that, upon 
the expiring of the third year, but not before, the holder of the option will have 
become entitled to purchase the entire number of shares subject to his option; 
Provided, however, That, except as set forth below in paragraph 8, no holder 
of an option may exercise his option unless at the time of exercise he has been 
in the employ of the corporation or of a subsidiary continuously since the grant 
of his option. He may buy all or from time to time any part of the number 
of full shares that right to purchase which has accrued at any time in accord- 
ance with the terms of the plan from and after the time of accrual during the 
term of the option. In no case may he exercise an option for a fraction of a 
share. At the time of the exercise of any option the holder of the option (or 
the purchaser acting under par. 8 below) shall represent to the corporation that 
at the time of exercise it is his present intention to acquire the shares for in- 
vestment and not with a view to distributing the shares. No holder of any 
option nor his legal representatives, legatees or distributees, as the case may 
be. or will be deemed to be, a holder of any shares covered by an option unless 
and until he has received certificates for the shares under the plan. 


6. Nontransferability of options 

No option granted under the plan shall be transferable otherwise than by 
will or the laws of descent and distribution and an option may be exercised, 
during the lifetime of the holder thereof, only by him. 


7. Termination of employment 

If the employment of one who has received an option terminates otherwise 
than by death, all his rights under the option shall lapse. Options granted under 
the plan shall not be affected by any change of employment so long as the 
holder continues to be an employee of the corporation or of a subsidiary. The 
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option agreements may contain such provisions as the board of directors or 
the committee shall approve regarding the effect of approved leaves of absence. 
Nothing in the plan or in any option granted under it shail confer any right 
to continue in the employ of the corporation or any of its subsidiaries or interfere 
in any way with the right of the corporation or any of its subsidiaries to 
terminate any employment at any time. 

8. Death of holder of option 


In the event of the death of a holder of an option under the plan while he is 
employed by the corporation or a subsidiary, the option theretofore granted to 
him may be exercised by the person or persons to whom his rights under the 
option shall pass by will or the laws of descent and distribution, at any time 
within a period of 1 year after his death, but not after 10 years from the date 
of granting thereof, and only to the extent that he was entitled to exercise the 
option at the date of his death. 


9. Adjustments upon changes in capitalization 

Notwithstanding any other provision of the plan, in the event of any change 
in the outstanding common stock of the corporation by reason of a stock dividend, 
recapitalization, merger, consolidation, splitup. combination or exchange of 
shares, and the like, the aggregate number and class of shares available under 
the plan and the maximum number of shares as to which options may be granted 
to any individual and the number and class of shares subject to each outstand- 
ing option and the option prices shail be appropriately adjusted by the board of 
directors or the committee, whose determination shall be conclusive. 


10. Amendment and termination 


Unless the plan theretofore shall have been terminated as hereinafter provided, 
the plan shall terminate on April 30, 1962, and no option under it shall be 
granted thereafter. ‘lhe board of directors of the corporation at any time prior 
to that date may terminate the plan, or make such changes in it and additions 
to it as the board of directors shall deem advisable: Provided, however, That 
except as provided in paragraph 9 hereof, the board of directors may not, without 
further approval by the holders of a majority of the common stock of the 
corporation, increase the maximum number of shares as to which options may 
be granted under the plan either in the aggregate or to any individual employee, 
or reduce the minimum option price or extend the period during which options 
may be granted or exercised. No termination or amendment of the plan may, 
without the consent of the holder of an option then existing, terminate his 
option or materially and adversely affect his rights under the option. 


11. Effectiveness of the plan 


The plan shall become effective when (i) it shall have been approved by the 
vote of the holders of a majority of the common stock of the corporation out- 
standing and entitled to vote at the annual meeting of stockholders, (ii) the 
approvals, if required, of the proper public authorities have been obtained, and 
(iii) the board of directors shall have been advised by counsel that all other 
applicable legal requirements have been complied with. 


12. Time of granting of options 


Nothing contained in the plan or in any resolution adopted or to be adopted 
by the board of directors or the holders of common stock of the corporation 
or any action taken by the board of directors or the committee shall constitute 
the granting of any option hereunder. The granting of an option pursuant to 
the plan shall take place only when a written option agreement shall have been 
duly executed and delivered by or on behalf of the corporation. 


GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than those referred to in items 
(1) and (2) in the accompanying notice, and they have no present knowledge 
that:any other matters will be presented to be acted on pursuant to the proxy. 
However, if any other matters properly come before the meeting, the persons 
whose names appear in the enclosed form of proxy intend to vote the proxy 
in accordance with their judgment. In the event that any nominee has become 
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unavailable at the date of the meeting the enclosed form of proxy may be 
voted for a new nominee of the management. The minute books of the corpora- 
tion containing the minutes of the meetings of the board of directors, the finance 
committee, and the operations committee, respectively, since the last annual 
meeting of stockholders will be presented to the meeting and will be open to 
inspection by the stockholders, but it is not intended that any action be taken 
thereon. 
By Order of the Board of Directors, 
NICHOLAS KELLEY, Jr., Secretary. 
Dated March 1, 1952. 


CHRYSLER CORP. 
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


Notice Is Hereby Given that the annual meeting of the stockholders of 
Chrysler Corp., a corporation of the State of Delaware, will be held, as provided 
by the bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, 
city of Highland Park, Wayne County, Mich., on Tuesday, the 21st day of 
April 1953, at 12 o’clock noon, for the following purposes : 

(1) To elect a board of directors for the ensuing year ; and 

(2) To transact such other business as may properly come before the meeting. 

The stock transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 6, 1953, as the record date for the determination of stock- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations committee, 
respectively, since the last annual meeting of stockholders will be presented to 
the meeting and will be open to inspection by the stockholders, but it is not 
intended that any action be taken thereon. 

By order of the board of directors, 
NicHoLas Kesey, Jr., Secretary. 

Dated : Detroit 31, Mich., March 9, 1953. 


Proxy STATEMENT OF CHRYSLER CorRP., ANNUAL MEETING OF STOCKHOLDERS, 
AprRIL 21, 1953 


1. The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 21, 1953. Please fill out the enclosed form of proxy, and 
return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting 
will be voted. 

2. You may revoke the proxy if you wish to do so. 

3. Chrysler Corp. has borne the cost of preparing, assembling, and mail- 
ing this proxy statement and the attached notice and enclosed proxy and 
envelope. The corporation intends to use four of its regular employees to solicit 
proxies, either personally or by telephone or by special letter, from stockholders 
in New York City and in certain other places, and to that end will make arrange- 
ments with brokerage houses and other custodians, nominees, and fiduciaries 
to send proxies and proxy material to their principals, and may reimburse them 
for their expenses in doing so. 

4. At the close of business on March 6, 1953, the record date for the meeting, 
there were outstanding and entiled to vote 8,702,232 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


The meeting is to elect 20 directors, being the whole board of directors, to 
serve for 1 year and until their successors shall have been elected and shall 
qualify. The board of directors intends that the persons you name in your proxy 
shall cast your vote for the following persons (nominees) as directors: 
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Shares off 
Year common 
Principal occupation first stock bene- 
became ficially 
director owned 
Jan. 31, 1953 


James C. Brady....| President, Brady Security & Realty Corp., real estate and 7 1 None 
investments. 

Waddill Catchings.| Partner, Radio Program Production Co., production of None 
radio programs. 

Walter P. Chrysler, | Farmer Lebeneae Seba cussutoeeaeen nd 938 21,000 

Jr. 

L. L. Colbert_._..._| President, Chrysler Corp : ¢ 2, 259 

George W. Davison.| Honorary chairman of the board of trustees, the Hanover 9: 5, 000 
Bank, banking. oe 

Byron C, Foy... Vice president, W. P. Chrysler Building Corp., a building 30 500 
corporation. 

B. E. Hutchinson... Chairman of the finance committee and vice president, 
Chrysler Corp. 

W. Alton Jones President, Cities Service Co. The subsidiaries of Cities 
Service Co. are engaged in the production and sale of 
petroleum products and natural gas. 

K. T. Keller_- Chairman of the board, Chrysler Corp-- 

Nicholas Kelley....| Partner, Kelley, Drye, Newhall & Magiz anes, lawye TS. 

Neil McElroy 3___... President, the ‘Procter & Gamble Co. , Soap, Sy nthetic deter- 
gent and shortening manufacturer. 

Raymond T, Per- President, the Detroit Bank, banking. 

ring. 

Owen R, Skelton...; Engineering consultant. -- : 

Carl J. Snyder §..__| Vice president and operating manager, Chrysler Corp. 

C. B. Thomas 6___._| Vice president, Chrysler Corp. and president, Chrysler 
Export Corp. 

Juan T. Trippe...... President, Pan American World Airways, Inc., air trans- 
portation. 

G. W. Troost. Vice president and comptroller, Chrysler Corp_- 1951 

L. A. Van Bomel- Chairman of the board, National Dairy Products Corp., 1951 
food products. 

A. vanderZee__- Vice president, Chrysler Corp--- ‘ 1946 

James C. Zeder- Vice president and director of engineering and research, 1951 
Chryslter Corp. 





1 As of Jan. 31, 1953, Mr. Brady owned one-seventh of the stock of Brady Security & Realty Corp., of 
which he is president, which said corporation owned 44,200 shares of Chrysler stock; and he has an in- 
terest in a trust which owns 200 shares of Chrysler stock. 


2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan. 31, 1953, 
8,500 shares of Chrysler stock. 


8’ Mr. McElroy was vice president and general manager of the Procter & Gamble Co. from 1946 to 1948 
and has been president since Oct. 13, 1948. 


4 Mr. Perring was a vice president of the Detroit Bank from 1941 to 1951, executive vice president from 
1951 to 1952 and has been president since Dec. 30, 1952. 
5’ Mr. Snyder was general manager of the Lynch Road plant of Chrysler Corp. from 1948 to 1951, was 


s 
appointed operating manager of the corporation on Apr. 9, 1951, and was elected a vice president on 
Sept. 19, 1952, 


6 Mr. ‘Thomas has been president of Chrysler Export Corp. since 1942 and was elected a vice president 
of Chrysler Corp. on June 19, 1952, 


Mr. Carl Breer, until April 30, 1952, acted in the capacity of an engineering 
consultant to Chrysler Corp. 

Mr. Walter P. Chrysler, Jr., is president of W. P. Chrysler Building Corp., from 
which Chrysler Sales Corp., a subsidiary of Chrysler Corp., leases a display room 
and offices in New York City. 

Mr. George W. Davison is honorary chairman of the board of trustees, and & 
trustee, of the Hanover Bank, New York City, one of the principal depositary 
banks of Chrysler Corp. The Hanover Bank is the trustee under various pen- 
sion trusts of Chrysler Corp. 

Mr. Byron C. Foy is a vice president and a director of W. P. Chrysler Building 
Corp. mentioned above and is president of Lenox Hill Motors, Inc., New York 
City, one of the dealers of the corporation selling Chrysler and Plymouth cars. 

Mr. Nicholas Kelley is a member of the law firm of Kelley, Drye, Newhall & 
Maginnes (formerly Rathbone, Perry, Kelley & Drye), New York City, who, 
with their predecesor firms, have been general counsel for Chrysler Corp. since 
its organization in 1925. 

Mr. Raymond T. Perring is president of the Detroit Bank, Detroit, Mich., one 
of the principal depository banks of Chrysler Corp. 


Mr. Owen R. Skelton is acting in the capacity of an engineering consultant 
to Chrysler Corp. 








3700 ADMINISTERED PRICES 


Mr. L. A. Van Bomel is chairman of the board of National Dairy Products 
Corp., which purchased refrigerating equipment from the corporation in the 
ordinary course of business during 1952. 

The following schedule shows the remuneration that Chrysler Corp. and its 
subsidiaries paid to the following persons for services in all capacities while act- 
ing as directors or officers of the corporation during the calendar year 1952: 
(1) each person who was a director of the corporation at any time during the 
year and whose aggregate remuneration exceeded $25,000; (2) each person who 
was 1 of the 3 highest paid officers of the corporation during the year; and (3) 


all persons, aS a group, who were directors or officers of the corporation at any 
time during the year: 


: ae | Payments 

Name of individual | | Fees and under 

or identity of group Capacities in which remuneration was received | Salaries | contingent 
; | compensa- 


| tion plan ! 


Cart Hivger' 8... | Director and engineering consultant __- $16, 967 
L. L. Colbert_._.....- | Director, president and member of the finance commit- | 200, 900 | $80, 000 
| tee. 
B. E. Hutchinson ____- Director, chairman of the finance committee, and vice | 226, 000 45, 000 
president. | 
Ri TS saints | Director, chairman of the board and member of the 300, 900 
finance committee. | 
Owen R. Skelton 3__ Director and engineering consultant . : 50, 300 44, 000 
G. W. Troost | Director, vice president and comptroller 100, 450 60, 000 
A. vanderZee _- .| Director and vice president He 110, 350 80, 000 
Herman L. Weckler__| Director, vice president and general manager 185, 400 58, 000 
James C. Zeder. Director, vice president, and director of engineering and 115, 450 56, 000 
| research. 
All directors and Directors, committee members, and officers _..-| * 1, 508, 774 501, 600 
officers as a group. 








1 Amounts under this heading are the third annual installment of the sum set aside, by resolution of the 
board of directors of Jan. 5, 1950, for payment over a period of 5 years of employees’ contingent compensa- 
tion from earnings for the year 1949; the second annual installment of the sum set aside, by resolution of 
the board of directors of Jan. 4, 1951, for payment over a period of 5 years of employees’ contingent com- 
pensation from earnings for the year 1950; and the first annual installment of the sum set aside, by resolu- 
tion of the board of directors of Jan. 3, 1952, for payment over a period of 5 years of employees’ contingent 
compensation from earnings for the year 1951. To receive each remaining installment, the recipient must 
be employed by the corporation, unless the corporation shall have consented otherwise, and, if employment 
has been discontinued, must not have taken other employment or rendered services to others than the 
corporation without its consent. A part of the amount set aside by resolution of the board of directors of 
January. 3, 1952, was paid in shares of common stock of the corporation valued for this purpose at $71.493 

ver share, their average cost. The number of shares distributed was as follows: Mr. Colbert, 223 shares; 
Mr. Hutchinson, 125 shares; Mr. Troost, 167 shares; Mr. vanderZee, 223 shares; Mr. Weckler, 195 shares; 
Mr. Zeder, 195 shares; all directors and officers as a group, 1,364 shares. The mean price of the common 
stock of the corporation on the New York Stock Exchange on the date the shares were transferred to the 
recipients was $69.4375 per ashre. Because of the conditions above referred to of the contingent compen- 
sation plan, it is impracticable to state the aggregate amount set aside under it for future payment to in- 
dividual directors or officers, or to directors and officers as a group. 

The provision for employees’ contingent compensation from earnings for the year 1952 was $7,500,000, no 
part of which was distributed in 1952 or included in the above figures. Of this amount, by resolution of 
the board of directors of Jan. 8, 1953, the corporation set aside for payment in 1953 to 431 officers and execu- 
tives of the corporation, not including Mr. Keller, the sum of $893,710 (payable in cash to the extent of 
$107,821 and the balance in 8,502 shares of stock of the corporation at the average price at which the corpora- 
tion purchased the shares for the purpose aggregating $695,889) and directed that the sum of $2,993,207 be 
set aside for future payment over a period of 4 years subject to the conditions referred to above. 

The provisions for employees’ contingent compensation for the years 1949 through 1952, inclusive, repre- 
sent not more than 5 percent of earnings for the respective years, determined in the manner provided by 
the stockholders’ resolution of Apr. 16, 1929, as modified by the board of directors on Feb. 13, 1941. In gen- 
eral, “earnings” as defined by the resolutions are the net earnings after deducting all charges (except 
Federal taxes based on income and the provision for contingent compensation under this plan), and after 
deducting an amount equal to 7 percent of the stockholders’ investment at the beginning of the year (after 
certain adjustments). 

2 Mr. Breer retired from his former position as director of research on Apr. 30, 1949, and from that time 
until Apr. 30, 1952, was an engineering consultant. 

3 Mr. Skelton retired from his former position as director of engineering on Apr. @, 1951, and became an 
engineering consultant. 

4 Includes director’s and committee fees of $1,200 paid to Mr. Nicholas Kelley, one of the directors and 
a vice president, but does not include any part of fees of $235,000 paid for serwices as general counsel to the 
law firm of Kelley, Drye, Newhall & Maginnes, of which Mr. Kelley is a member. Mr. Kelley receives 
no compensation as a vice president and is not entitled to any pension or retirement income, 
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The following schedule shows the actual retirement benefits that were paid 
during the calendar year 1952, or the annual retirement benefits that it is esti- 


mated will be paid upon retirement at or after age 65, to the persons named in 
the previous schedule: 


Retirement Estimated 


Name of individual or identity of group benefits annual bene- 








paid ! fits on retire- 
ment ! 
| 

Oe ee DE r ee en atea inte OG WOE. sence tone 
ati, sae is a a oe SiS a ee Bi Naas a aad 73, 980 
ie SO oe ok bids ds cas cena s Pew cbhwehciscksonaees FARE Linde nadoetee tos 60, 580 
ee Med a Li oak io ds cece ibn nbabntisn ki tated ed echt. see SET ORRIN S SGT 2 25, 200 
Se ae DO SIR hah atte 
ar sc, be linc bo snhwaueamanscucietcendentenede amos ee 36, 480 
eNO ds des cb ebks oomcbnc eh odce delete eins Ux diet detec eeu Lee ol ael 36, 072 
Th, SU i wt cies Sed enmabliakticdubneiated sis UL ee ee. Seat 41, 223 
ea meteemadedt debsiatet dette’ | 42, 105 
eee ae Sun WUENOONS OU 1 CN econ wn ptncdsaacnuessansyentons 3 48, 142 | 422, 973 








' Amounts under these headings are benefits under (a) Chrysler Corp. salaried employees’ retirement 


income indenture dated as of Apr. 30, 1941, as amended; and (6) Chrysler Corp. supplemental pension plan 
for salaried employees dated as of Jan. 1, 1951, as amended. 


Chrysler Corp. salaried employees’ retirement income indenture dated as of Apr. 30, 1941, as amended, 
provides for a contributory group pension plan which has been funded by payments made on an actuarial 
basis through the medium of individual contracts with an insurance company. The cost to the corporation 
of the premiums paid by the trustee during the calendar year 1952 under this plan on contracts for the persons 


named was as follows: Mr. Colbert, $3,963; Mr. Troost, $10,064; Mr.vanderZee, $11,408; Mr. Zeder, $11,410; 
all directors and officers as a group, $82,765. 


Chrysler Corp. supplemental pension plan for salaried employees dated as of Jan. 1, 1951, as amended, is a 
noncontributory group pension plan which has been funded by payments made on an actuarial basis to a 
pension fund with benefits being provided under a group annuity contract to be acquired by the trustee 


This plan became operative during 1952, when applicable salary and wage stabilization regulations were 
promulgated. 


? The corporation’s contract of employment with Mr. Keller dated as of Jan. 1, 1951, provides that when 
his employment as chairman of the board terminates Mr. Keller will render such advisory and consulting 
services to the corporation as the corporation may reasonably request, and will not take other employment 
or render services to others than the corporation, without its consent, and the corporation will pay Mr. 
Keller for life, the sum of $75,000 a year, payable half monthly. Mr. Keller is continuing his part-time 
duties as Director of Guided Missiles in the Department of Defense. 

3 Includes $3,756 paid for 1951. 


STOCK OPTION PLAN 


Pursuant to the provisions of the stock-option plan for salaried officers and 
key employees approved by the stockholders at the annual meeting on April 15, 
1952, the corporation granted restricted stock options during the year to 57 
persons, covering a total of 209,750 shares of common stock of Chrysler Corp. 
Of this amount, the corporation granted options under date of May 1, 1952 to 17 
persons, covering a total of 115,000 shares at a price of $69.35 per share. The 
market price on this date was $73 per share. Included in this total were options 
granted to the following directors and officers named in the schedule: L. L. 
Colbert, 20,00 shares; G. W. Troost, 10,000 shares; A. vanderZee, 10,000 shares ; 
and James C. Zeder, 10,000 shares. All directors and officers who received op- 
tions, as a group, received options on this date covering a total of 71,000 shares. 
The corporation granted additional options under date of June 19, 1952, to 40 
persons, covering a total of 94,750 shares at a price of $73.51 per share. The 
market price on this date was $7734 per share. None of the options granted 
under date of June 19, 1952, were granted to directors or officers named in the 
schedule. All directors and officers who received options, as a group, received 
options on this date covering a total of 6,000 shares. In each case the purchase 
price stated above represented 95 percent of the fair market value of the cor- 
poration’s common stock on the date of issue of the option. Each of such options 
must be exercised within not more than 10 years of the date of granting the 
option, and it may not be exercised at all until the holder of it has been in the 
employ of the corporation or a subsidiary at least 1 year after the date of 
granting the option. At any time during the term of the option after the end of 
the first, second, and third years, respectively, after the date of granting the 
option, the holder of the option may purchase up to 3344 percent for each year, 
of the total number of shares subject to his option, so that, upon the expiring 
of the third year, but not before, the holder of the option will have become en- 
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titled to purchase the entire number of shares subject to his option, provided, 
however, that (except when an option is exercised after the death of the holder) 
no holder of an option may exercise his option unless at the time of exercise he 
has been in the employ of the corporation or of a subsidiary continuously since 
the grant of his option. At the time of the exercise of any option the holder of 
the option (or the person who exercises the option after the death of the holder) 
must represent to the corporation that at the time of exercise it is his present 
intention to acquire the shares for investment and not with a view to distributing 
the shares. 


GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will be presented to be 
acted on pursuant to the proxy. However, if any other matters properly come 
before the meeting, the persons whose names appear in the enclosed form of proxy 
intend to vote the proxy in accordance with their judgment. In the event that 
any nominee has become unavailable at the date of the meeting the enclosed form 
of proxy may be voted for a new nominee of the management. The minute books 
of the corporation containing the minutes of the meetings of the board of direc- 
tors, the finance committee, and the operations committee, respectively, since the 
last annual meeting of stockholders will be presented to the meeting and will be 
open to inspection by the stockholders, but it is not intended that any action be 
taken thereon. 

By order of the board of directors, 


NICHOLAS KELLEY, Jr., Secretary. 
Dated : March 9, 1953. 


CHRYSLER CORPORATION 
Notice oF ANNUAL MEETING OF STOCKHOLDERS 


Please take notice, that the annual meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by 
the bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, 
city of Highland Park, Wayne County, Mich., on Tuesday, the 20th day of April 
1954, at 12 o’clock noon, for the following purposes : 

(1) To elect a board of directors for the ensuing year; and 

(2) To transact such other business as may properly come before the meeting. 

The stock-transfer books of the corporation will not be closed. 

In accordance with the bylaws, the board of directors has fixed the close of 
business on March 5, 1954, as the record date for the determination of stook- 
holders entitled to vote at the meeting; and only stockholders of record at that 
time will be entitled to vote. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, the finance committee, and the operations committee, 
respectively, since the last annual meeting of stockholders will be presented to 


the meeting and will be open to inspection by the stockholders, but it is not in- 
tended that any action be taken thereon. 


By order of the board of directors, 


NIcHOLAS KELLEY, Jr., Secretary. 
Dated: Detroit, Mich., March 8, 1954. 


Proxy STATEMENT OF CHRYSLER CorP. ANNUAL MEETING OF STOCKHOLDERS, 
Aprit 20, 1954 


1. The board of directors solicits a proxy from you for the annual meeting 
of stockholders on April 20, 1954. Please fill out the enclosed form of proxy, 
and return it in the stamped envelope that we enclose for that purpose. All 
shares represented by proxies in the enclosed form received in time for the 
meeting will be voted. 

2. You may revoke the proxy if you wish to do so. 
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3. Chrysler Corp. has borne the cost of preparing, assembling, and mailing this 
proxy statement and the attached notice and enclosed proxy and envelope. The 
corporation intends to use a few of its regular employees to solicit proxies, 
either personally or by telephone or by special letter, from stockholders in New 
York City and in certain other places, and to that end will make arrangements 
with brokerage houses and other custodians, nominees, and fiduciaries to send 
proxies and proxy material to their principals, and may reimburse them for 
their expenses in doing so. 

4, At the close of business on March 5, 1954, the record date for the meeting, 
there were outstanding and entitled to vote 8,701,618 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


The meeting is to elect 21 directors, being the whole board of directors, to 
serve for 1 year and until their successors shall have been elected and shall 
qualify. The board of directors intends that the persons you name in your proxy 
shall cast your vote for the following persons (nominees) as directors: 


| Year Shares of 
first Chrysler 
Principal occupation or employment became! stock bene- 
director ficially owned 
Jan, 29, 1954 


| 
James C. Brady- -- ...--| President, Brady Security & Realty Corp., real 1937 1 None 
estate and investments. 
Waddill Catchings..........| Partner, Radio Program Production Co., produc- 1929 
| tion of radio programs. 
Walter P. Chrysler, Jr._.....| Farmer 1935 2 2,300 
L. L. Colbert ..| President, Chrysler Corp iy 1949 2, 544 
Byron C, Foy ? | ee, Lenox Hill Motors, Inc., automobile 1930 500 
dealer. 
B. E. Hutchinson Chairman of the finance committee, Chrysler Corp 1925 8, 862 
W. Alton Jones. Chairman of the board, Cities Service Co.; the sub- 1945 2, 000 
sidiaries of Cities Service Co. are engaged in the 
production and sale of petroleum products and 
natural gas. 
K, T. Keller ..| Chairman of the Board, Chrysler Corp... -- 
Nicholas Kelley .| Partner, Kelley, Drye, Newhall & Maginnes, 
lawyers. 
Neil McElroy- -- _.| President, the Proctor & Gamble Co., soap, syn- 
thetic detergent and shortening manufacturer. 
R. E. McNeill, Jr.3__- ..| President, the Hanover Bank, banking 
W. C. Newberg ‘_. | Vice president, and President, Dodge division, 
Chrysler Corp. 
Raymond T. Perring__- President, the Detroit Bank, banking 
E. C, Quinn 5... Vice president, and president, Chrysler division, 
Chrysler Corp. 
Carl J. Snyder-- Vice president and operating manager, Chrysler 
Corp. 
C. B, Thomas | Vice president, and president, export division, 1953 
Chrysler Corp. 
Juan T. Trippe President, Pan American World Airways, Inc., air 1936 
transportation. 
G. W. Troost. Vice president, Chrysler Corp 1951 
L. A. Van Bomel Chairman of the board, National Dairy Products 1951 
| Corp., food products. 
A. vanderZee . Vice president, Chrysler Corp-_-- 1946 
James C. Zeder ‘ Vice president and director of engineering and re- 1951 
search, Chrysler Corp. 


None 





1 As of Jan. 29, 1954, Mr. Brady owned 4 of the stock of Brady Security & Realty Corp., of which he is 
president, and which on that date owned directly and through a wholly owned subsidiary, 23,800 shares of 
Chrysler stock; and he has an interest in a trust which owns 200 shares of Chrysler stock. 

2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan, 29, 1954, 8,500 
shares of Chrysler stock. 

3 Mr. McNeill was a vice president of Central Hanover Bank & Trust Co. (now the Hanover Bank), 
New York City, from 1941 to 1950, and has been president and a trustee of the same bank since 1950. 

4 Mr. Newberg was president of the Airtemp division of Chrysler Corp. from 1947 to 1950; vice president 
of the Dodge division of Chrysler Corp. from 1950 to 1951; and has been president of the Dodge division of 
Chrysler Corp. since Sept. 4, 1951, and a vice president of Chrysler Corp. sinee May 7, 1953. 

’ Mr, Quinn was general sales manager of the Dodge division of Chrysler Corp, from 1948 to 1951; vice 
president and general manager of the Chrysler division of Chrysler Corp. from 1951 to 1953; and has been 
president of the Chrysler division of Chrysler Corp. since May 4, 1953, and a vice president of Chrysler 
Corp. since May 7, 1943. 
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Mr. Walter P. Chrysler, Jr., was, until October 9, 1953, president, a director, 
and a stockholder of W. P. Chrysler Building Corp., from which Chrysler Sales 
Corp., a subsidiary of Chrysler Corp., leased a display room and offices in New 
York City, until October 9, 1953, when W. P. Chrysler Building Corp. assigned 
the leases to Graysler Corp. and Webb & Knapp, Inc., which on the same day 
acquired all of the stock of W. P. Chrysler Building Corp. The approximate 
annual rental of the display room and offices was $205,000. 

Mr. Byron C. Foy was, until October 9, 1953, a vice president and a director 
of W. P. Chrysler Building Corp. mentioned above (of which his wife was a 
stockholder) and is treasurer of Lenox Hill Motors, Inc., New York City, a dealer 
of the corporation selling Chrysler and Plymouth cars. 

The following schedule shows (a) the direct remuneration that Chrysler Corp. 
and its subsidiaries paid to the following persons for services in all capacities 
during the calendar year 1953: (i) each person who was a director of the corpora- 
tion at any time during the year and whose aggregate remuneration exceeded 
$30,000; (ii) each person who was one of the three highest paid officers of the 
corporation during the year; and (iii) all persons, as a group, who were directors 
or officers of the corporation at any time during the year, and (b) the annual 
retirement benefits that it is estimated will be paid upon retirement at or after 
age 65, to the same persons : 


| 


= | Payments | Estimated 
Name of individual or Capacities in which remuneration was | Fees and | under con- annual 


identity of group | received | salaries tingent | benefits on 
| 


compensa- retire- 
tion plan ! ment 2 


ee res 
Director, president and member ofthe | $200, 900 $80,000 | $92, 730 
finance committee. | 
Director, chairman of th e finance com- 142, 267 5, 60, 580 
mittee and vice president. | | 
K. T. Keller ? Director, chairman of the board and | 300, 900 25, 200 
member of the finance committee. | 
Owen R. Skelton 4 Director and engineering consultant -__ 50, 450 33, 25, 685 
Carl J. Snyder Director, vice president and operating 75, 300 23, 988 
| _ Manager. 
C. B. Thomas Director and vice president | 75, 300 50, | 20, 975 
ar a OO ak ddéncntnicna | Director, vice president, comptroller | 100, 700 : | 36, 480 
and member of the finance com- | 
mittee. 
A. vanderZee Director and vice president__....___.. 110, 36, 072 
Herman L. Weckler 5 Director, vice president and general 61, 66 62, 000 41, 223 
manager. 
James C. Zeder Director, vice president and director 115, 400 60, 000 42,105 
of engineering and research. 
All directors and officers as | Directors, committee members, and | ¢ 1, 663, 108 631, 200 
a group. officers. 
| 


590, 100 


1 Amounts under this heading are the fourth annual installment of the sum set aside, by resolution of the 
board of directors of Jan. 5, 1950, for payment over a period of 5 years of employees’ contingent compensation 
from earnings for the year 1949; the 3d annual installment of the sum set aside, by resolution of the board of 
directors of Jan. 4, 1951, for payment over a period of 5 years of employees’ contingent compensation from 
earnings for the year 1950; the 2d annual installment of the sum setaside, by resolution of the board of diree- 
tors of Jan. 3, 1952, for payment over a period of 5 years of employees’ contingent compensation from earnings 
for the year 1951; and the 1st annual installment of the sum set aside, by resolution of the board of directors 
of Jan. 8, 1953, for payment over a period of 5 years of employees’ contingent compensation from earnings 
for the year 1952. he Ist installment of the amount set aside in 1953 was paid in shares of common stock 
of the corporation valued for this purpose at $81.850 per share, their average cost, with cash in lieu of fractional 
shares. The number of shares distributed was as follows: Mr. Colbert, 195 shares; Mr. Hutchinson, 109 
shares; Mr. Snyder, 146 shares; Mr. Thomas, 122 shares; Mr. Troost, 146 shares; Mr. vanderZee, 195 shares 
Mr. Weckler, 171 shares; Mr. Zeder, 171 shares; all directors and officers as a group, 1,408 shares. The mean 
price of the common stock of the corporation on the New York Stock Exchange on the date the shares were 
transferred to the recipients was $91.25 per share. 

To receive each remaining installment of each award, the recipient must be employed by the corporation, 
unless the corporation shall have consented otherwise, and, if employment has been discontinued, must 
not have taken other employment or rendered services (to others) than the corporation without its consent. 

The provision for employees’ contingent compensation from earnings for the year 1953 was $7,500,000, no 
part of which was distributed in 1953 or included in the above figures. Of this amount, by resolution of the 
board of directors of Jan. 7, 1954, the corporation set aside for payment in 1954 to 501 officers and executives 
of the corporation, not including Mr. Keller, the sum of $901,033 (payable in cash to the extent of $118,242 
and the balance in 11,186 shares of stock of the corporation at the average price at which the corporation 
purchased the shares for the purpose aggregating $782,791) and directed that the sum of $3,351,600 be set 
aside for future payment over a period of 4 years subject to the conditions referred to above. 

The provisions for employees’ contingent compensation for the years 1949 through 1953, inclusive, repre- 
sent not more than 5 percent of earnings for the respective years, determined in the manner provided by the 
stockholders’ resolution of Apr. 16, 1929, as modified by the board of directors on Feb. 13, 1941. In general, 
“earnings” as defined by the resolutions are the net earnings after deducting all charges (except Federal 
taxes based on income and the provision for contingent compensation under this plan), and after deducting 
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GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any matters other than the election of directors, and 
they have no present knowledge that any other matters will be presented to be 
acted on pursuant to the proxy. However, if any other matters properly come 
before the meeting, the persons whose names appear in the enclosed form of 
proxy intend to vote the proxy in accordance with their judgment. In the event 
that any nominee has become unavailable at the date of the meeting the enclosed 
form of proxy may be voted for a new nominee of the management. 

By order of the Board of Directors, 


NIcHOLAS KELLEy, Jr., Secretary. 
Dated Detroit, Mich., March 8, 1954. 


CHRYSLER CORP. 
NoTicE oF ANNUAL MEETING OF STOCKHOLDERS 


Please take notice, that the annual meeting of the stockholders of Chrysler 
Corp., a corporation of the State of Delaware, will be held, as provided by the 
bylaws, at the office of the corporation, at No. 341 Massachusetts Avenue, city of 
Highland Park, Wayne County, Mich., on Tuesday, the 19th day of April 1955, 
at 12 o’clock noon, for the following purposes : 

(1) To elect a board of directors for the ensuing year; and 


(2) To transact such other business as may properly come before the meeting. 
The stock transfer books of the corporation will not be closed. 


In accordance with the bylaws, the board of directors has fixed the close of 
business on March 4, 1955, as the record date for the determination of stockholders 


entitled to vote at the meeting; and only stockholders of record at that time will 
be entitled to vote. 


The minute books of the corporation, containing the minutes of the meetings of 
of the board of directors, the finance committee, and the operations committee, 
respectively, since the last annual meeting of stockholders will be presented to 


the meeting and will be open to inspection by the stockholders, but it is not 
intended that any action be taken thereon. 


By order of the Board of Directors, 


NicHOLAS KELLEY, Jr., Secretary. 
Dated Detroit, Mich., March 7, 1955, 


Proxy STATEMENT OF CHRYSLER CorP. ANNUAL MEETING OF STOCKHOLDERS 
Aprit 19, 1955 


The board of directors solicits a proxy from you for the annual meeting of 
stockholders on April 19, 1955. Please fill out the enclosed form of proxy, and 


an amount equal to 7 percent of the stockholders’ investment at the beginning of the year (after certain 
adjustments). , , 
2 Amounts under this heading are estimated benefits under (a@) Chrysler Corp. salaried employees’ retire- 
ment income indenture dated as of Apr. 30, 1941, as amended; and () Chrysler Corp. supplemental pension 
lan for salaried employees dated as of Jan. 1, 1951, as amended; except that the amounts shown for Messrs. 
Iutchinson, Keller, Skelton, and Weckler are the actual benefits on retirement for which they respectively 
became eligible when they reached normal retirement age. Messrs. Skelton and Weckler retired on the 
dates shown in footnotes 4 and 4 below. 

Chrysler Corp. salaried employees’ retirement income indenture dated as of Apr. 30, 1941, as amended, 
provides for a contributory pension plan which has been funded by payments made on an actuarial basis 
through the medium of individual contracts with an insurance company. 

Chrysler Corp. supplemental pension plan for salaried employees dated as of Jan. 1, 1951, as amended, is 
anoncontributory pension plan which has been funded by payments made on an actuarial basis to a pension 
fund with benefits being provided under a group annuity contract acquired by the trustee. 

§ The corporation’s contract of employment with Mr. Keller dated as of Jan. 1, 1951, provides that after 
his employment as chairman of the board terminates Mr. Keller will render such advisory and consulting 
services to the corporation as the corporation may reasonably request, and will not take other employment 
or render services to others than the corporation, without its consent, and the corporation will pay Mr. 
Keller for life, the sum of $75,000 a year, payable half-monthly. 

4 Mr. Skelton retired from his former position as director of engineering on Apr. 30, 1951, and became an 
engineering consultant. , » 

5 Mr. Weckler’s term as a director expired on Apr. 21, 1953. He retired from his former position as vice 
president and general manager on Apr. 30, 1953. ; ! ' 

6 Includes director’s and committee fees of $1,200 paid to Mr. Nicholas Kelley, a director and a vice presi- 
dent, but does not include any part of fees of $270,000 paid for services as general counsel to the law firm of 
Kelley, Drye, Newhall & Maginnes, of which Mr. Kelley isa member. Mr. Kelley receives no compensa- 
tion as a vice president and is not entitled to any pension or retirement income. 
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return it in the stamped envelope that we enclose for that purpose. All shares 
represented by proxies in the enclosed form received in time for the meeting will 
be voted. 

You may revoke the proxy if you wish to do so. 

Chrysler Corp. has borne the cost of preparing, assembling and mailing this 
proxy statement and the attached notice and enclosed proxy and envelope. The 
corporation intends to use a few of its regular employees to solicit proxies, 
either personally or by telephone or by special letter, from stockholders in New 
York City and in certain other places, and to that end will make arrangements 
with brokerage houses and other custodians, nominees and fiduciaries to send 
proxies and proxy material to their principals, and may reimburse them for their 
expenses in doing so. 

At the close of business on March 4, 1955, the record date for the meeting, there 
were outstanding and entitled to vote 8,701,618 shares of Chrysler stock. 


ELECTION OF DIRECTORS 


The meeting is to elect 21 directors, being the whole board of directors, to serve 
for 1 year and until their successors shall have been elected and shall qualify. 
The board of directors intends that the persons you name in your proxy shall 
east your vote for the following persons (nominees) as directors: 


| Shares of 
Year Chrysler 
first stock 
Principal occupation or employment became | beneficially 
director | owned 
Jan. 28, 1955 


.| President, Brady Security & Realty Corp., real 1937 | None 

| estate and investments. 

| Partner, Radio Program Production Co., produc- 1929 None 
tion of radio programs. 

Walter P. Chrysler, Jr_- | Fs 1935 21,100 


James C. Brady-.--- 
Waddill Catchings.--.- 


L. L. Colbert --- 
Joseph M. Dodge 3.__- 
Byron C. Foy--.-- 


W. Alton Jones- -- 


K. T. Keller 
Nicholas Kelley 


John P. Mansfield *___- 


Neil McElroy 

R. E. MeNeill, Jr 
W. C. Newberg... 
E. C. Quinn 

Carl J. Snyder_. 
C. B. Thomas. . 
Juan T. Trippe- 


G. W. Troost. -_- L 
L. A. Van Bomel.-. 


A. vanderZee _...-_- 
James C. Zeder-- 


| President, Chrysler Corp -_--_- 5 
| Chairman of the board, the Detroit Bank, banking. 


Treasurer, Lenox Hill Motors, Inc., automobile 
dealer. 

Chairman of the board, Cities Service Co., the 
subsidiaries of Cities Service Co. are engaged in 
the production and sale of petroleum products 
and natural gas. 

Chairman of the board, Chrysler Corp--.-- 


| Partner, Kelley, Drye, Newhall & Maginnes, | 


lawyers. 


| Vice president, and president, Plymouth divison, 


Chrysler Corp. 

President, the Procter & Gamble Co., soap, 
synthetic detergent, and shortening manu- 
facturer. 

President, the Hanover Bank, banking_.- 

Vice president, and president, Dodge division, 
Chrysler Corp. 

Vice president, and president, Chrysler division, 
Chrysler Corp. 

Vice president and operating manager, Chrysler 
Corp. 

Vice president, and president, export division, 
Chrysler Corp. 

President, Pan American World Airways, Inc 
air transportation. 


| Vice president, Chrysler Corp_-- 


Chairman of the board, National Dairy Products 
Corp., food products. 


| Vice president, Chrysler Corp-- 
..| Viee president, Chrysler Corp_- 





1949 
1948 
1930 


1945 


1936 


1951 
1951 


1946 
1951 


2, 544 
None 
500 


2, 000 


30, 464 


None 


319 


1,722 

400 
2, 541 
1, 948 


1 As of Jan. 28, 1955, Mr. Brady owned }4 of the stock of Brady Security & Realty Corp. of which he is 
president, and which on that date owned directly and through a wholly owned subsidiary 23,500 shares of 
Chrysler stock; and he has an interest in a trust which owns 200 shares of Chrysler stock. 

2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust which owned on Jan. 28, 1955, 8,500 


shares of Chrysler stock. 

3 Mr. Dodge was a director of Chrysier Corp. from May 6, 1948, to Jan. 8, 1953, and was reelected a director 
on June 24, 1954. Mr. Dodge was president of the Detroit Bank from 1933 to Dec. 30, 1952; chairman of the 
board of the Detroit Bank from Dec. 30, 1952, to Jan. 19, 1953; director of the Federal budget from Jan. 22, 
1953 to Apr. 15, 1954; and has been chairman of the board of the Detroit Bank since Apr. 16, 1954. 

4 Mr. Mansfield was general manage of the San Leandro, Calif., plant of Chrysler Corp. from 1948 to 1951; 
vice president of the Plymouth division of Chrysler Corp. from 1951 to 1952; and has been president of the 
_— division of Chrysler Corp. since May 2, 1952, and a vice president of Chrysler Corp. since May 7, 
1953 
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Salaries and fees for 1954 from the corporation and its subsidiaries and the 
annual retirement benefits that it is estimated will be paid upon retirement at 
or after age 65, to each person who was a director of the corporation at any 
time during 1954 and whose aggregate remuneration from the corporation and 
its subsidiaries exceeded $30,000, including the 3 highest paid officers of the 
corporation during 1954, and of all persons, as a group, who were directors or 
officers of the corporation at any time during 1954, appear below ; 


! 
| | Estimated 
Name ofindividual or | Capacities in which remuneration was | Sa}faries and annual 
identity ef group received | fees } her efits on 
; retirement ? 


L. L. Colbert. | Director, president, and member of the finance $250, 900 $92, 448 
comunittee. | 
B. E. Hutchinson 3. _- Director and chairman of the finance com- 100, 700 | 60, 418 
mittee. 
XK. T. Keller ¢......- | Director, chairman of the board, and member | 300, 900 25, 200 
| of the finance committee. 
W. C. Newberg-- | Director and vice president - . _- 75, 300 26, 823 
E. C. Qvrinn ees ues ji #5, 300 . 823 
Carl J. Snyder : Director, vice president, and operating man- 95, 242 , 798 
| ager, 
C. B. Thomas = Director and vice president 75, 450 0, 693 
G. W. Troost ys | Director, vice president, and member of the 100, 900 , 198 
finance committee. 
A. vanderZee__ Director and vice president | 110, 400 35, 790 
James C. Zeder- — do.__. 115, 450 41, 823 
All directors and officers as | Directors, committee members, and officers _-_- £1,771, 951 594, 542 
a group. 


1 No awards of contingent compensation have beer or will be made out of earnings for the year 1954. In 
the past, in addition to salaries and fees, the corporation has made awards out of earnings under its con- 
tingent compensation plan. 

Under the contingent compensation plan awards ot of earnings for a given year are made in the sueeeed- 
ing year and are pavable ir installments over a 5-year period beeinning with the vear of award. To receive 
each remaining i stallment of each award, the recipient mst be employed bv t’ e corporation, unless the 
corporation shall have consented otherwise, and, if employment has been discontinved, must not have 
taren other employment or rendered services to others than the corporation without its consent. 

The foregoing reflects a change in the corporation’s method of reporting contingent compensation in its 
proxy statement. In prior years, the corporation reported the sum of the installments of contingent com- 
pe>sation under the enrrent contingent compensation plan that the corporation paid in the previous year 
to each individnal and gronp named in the proxy statement, rather than the awards made out of earnings 
for the previous year, The amounts which would have been reported in this proxy statement under the 
former method of reporting are, in the case of each named individual and group, the same or less than the 
awards made in 1954 out of earnings for 1953 as shown below. 

The awards made ont of earnings for 1953, by resolutiow of the board ef directors of Jan. 7, 1954, included 
the following: Mr. Colbert, $100,000; Mr. Hutchinson, $45,000; Mr. Newberg, $70,000; Mr. Quinn, $55,000; 
Mr. Snyder, $75,000; Mr. Thomas, $50,000; Mr. Troost, $85,000; Mr. var derZee, $86,000: Mr. Zeder, $100,v00: 
all directors and officers as a gro p, $982,500. The 1st installment or 14 of these awards was paid in shares 
of common stock of the corporation valued for this purpose at $69.98 per share, their average cost, with cash 
in lieu of fractional shares. The mean price of the common stock of the corporation on the New York 
Stock Exchange on the date the shares were transferred to the recipients was $59.69 per share. 

The provision for emplovees’ contingent compensation under the contingent compensation plan for the 
year 1953 renresents not more than 5 percent of earrings for that year, determined in the manner provided 
by the stockholders’ resolution of Apr. 16, 1929, as modified by the hoard of directors on Feb. 13, 1941. In 
general, “earnings” as defined bv the resolntions are the net earrirgs after deducting all charges (except 
Federal taxes based on income and the provision for comtingent comnensation under this plan), ard after 
dedrctirs an amont eqral to 7 percent of the stockholders’ investment at the beginning of the year (after 
certain adj’stments). 

? Amounts under this heading are estimated benefits under (a) Chrvsler Corp. salaried emplovees’ re- 
tirement income indenture dated as of Apr. 30, 1941, as amended: and (6) Chrysler Corp. supplemental 
pension plan for salaried employees dated as of Jan. 1, 1951, as amended; except that the amounts shown 
for Messrs. Hutchinson and Keller are the actual benefits on retirement for which they respectively became 
eligihle when they reached normal retirement age. 

Chrysler Corp. salaried employ ees’ retirement income indenture dated as of Apr. 30, 1941, as amended, 
provides for a contributory pension plan which has been funded by payments made on an actuarial basis 
through the medium of individual contracts with an insurance company. 

Chrysler Corp. supplemental pension plan for salaried employees dated as of Jan. 1, 195], as amended, 
is a non-contributory pension plan which has been funded by payments made on an actuarial basis to a 
pension fund with benefits being provided under a group annuity contract acquired by the trustee. 

o. Mr. Hutchinson retired from his position as a director and chairman of the finance committee on Dec. 

» 1954. 

4 The corporation’s contract of employment with Mr. Keller dated as of Jan. 1, 1951, provides that after 
his employment as chairman of the board terminates Mr. Keller will render such advisory and consulting 
services to the corporation as the corporation may reasonably request, and will not take other employment 
or render services to others than the corporation, without its consent, and the corporation will pay Mr. 
Keller for life, the sum of $75,000 a year, payable half monthly. 

5 Includes director’s and committee fees of $1,100 paid to Mr. Nicholas Kelley, a director and a vice presi- 
dent, but does not include any part of fees of $270,000 paid for services as general counsel to the law firm 
of Kelley, Drye, Newhall & Maginnes, of which Mr. Kelley is a member. Mr. Kelley receives no com- 
pensation as a vice president and is not entitled to any pension or retirement income. 
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GBNERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to 
bring before the meeting any maters other than the election of directors, and 
they have no present knowledge that any other matters will be presented to be 
acted on pursuant to the proxy. However, if any other matters properly come 
before the meeting, the persons whose names appear in the enclosed form of 
proxy intend to vote the proxy in accordance with their judgment. In the event 
that any nominee has become unavailable at the date of the meeting the en- 
closed form of proxy may be voted for a new nominee of the management. 

By order of the board of directors, 
NICHOLAS KELLEY, Jr., Secretary. 
Dated March 7, 1955, Detroit 31, Mich. 


CHRYSLER CORP., 
Detroit, Mich., March 5, 1956. 
To the Stockholders of Chrysler Corporation: 

Attached is your notice of the annual stockholders’ meeting of Chrysler Corp. 
to take place in Detroit on Tuesday, April 17, 1956. 

At this meeting, the stockholders will elect a board of directors for the coming 
year and will vote upon two proposals. 

The first of these proposals adapts to the present circumstances of the corpo- 
ration authority that the stockholders gave in 1929 to establish profit sharing, 
bonus, and savings and investment plans for officers and employees of the corpor- 
ation. It specifically authorizes the board of directors to establish a savings 
and investment (stock-purchase) plan for eligible salaried employees, comparable 
to plans recently put into effect by competing companies. 

We believe that such a program will be of substantial benefit to our stock- 
holders for the following reasons: 

1. It will encourage the eligible salaried employees to become the owners of 
our common stock and will give them a more direct interest in the success of the 
corporation ; and 

2. It will enable our company to attach and retain the services of competent 
and able employees in the face of increasing competition for personnel in industry 
generally. 

The amendment also continues the present authority of the board of directors 
to make awards of incentive compensation for efforts that increase earnings of 
the corporation. 

The second proposal would allow the corporation to make uniform the program 
of pension and retirement benefits for all of our eligible salaried employees, in- 
cluding contributory features. Since acquiring plants of Briggs Manufacturing 
Co. in 1953 and of Universal Products Co., Inc., in 1955, we have had three 
different systems in effect. It is desirable to unify them. 

Your board of directors recommends approving both these proposals, which 
are discussed in detail in the attached proxy statement. 

Your vote is important. We earnestly request you to date, sign, and mail 
promptly your proxy in the enclosed envelope, which does not need a stamp. 

Sincerely yours, 
L. L. CoLtBert, President. 





Nominee 


James C. Brady 


Waddill Catchings 


wee, Curve wo... ekocases 


Joseph M. Dodge 


Byron C. Foy-.----- ee ee 


C. L. Jacobson - 


W. Alton Jones__......--..--- 


Nicholas Kelley 
John P. Mansfield _- 
Neil McElroy. --. 


DRS 


F. W. Misch. .-- 
WW. WO. 


E. C. Quinn___- 
Carl J. Snyder 

C. B. Thomas... 
Juan T. Trippe 
L. A. Van Bomel. 
L. I. Woolson - 


James C. Zeder 


1 Mr. Brady owned } of the stock of Brady Security & Realty Corp., of which he is president, and which 


_.| President, the Procter & Gamble Co., 


Newberg - - es Ba santa 
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Principal occupation 


President, Brady Security & Realty Corp., real 
estate and investments. 
| Partner, Radio Program Production Co., 
tion of radio programs. 
| Personal investments 
“| President, Chrysler Corp 
| Chairman, the Detroit Bank, banking 


produc- 


| Vice president, sales, Chrysler Corp 


| natural gap. 
Partner, Kelley, 
lawyers. 
| Vice president, 
sion, Chrysler Corp. 


Drye, 


manufacturers 
of detergents, food products, toiletries and cellulose 
pulp. 

President, the Hanover Bank, banking. 

Vice president, finance, Chrysler Corp 


.-| Vice president, and president of the Dodge division, 


| Chrysler Corp. 
Vice president, and president of the Chrysler divi- 
| sion, Chrysler Corp. 


! 
i 


| 





Chairman of the Board, Cities Service Co., oil and 
Newhall & Maginnes, 


and president of the Plymouth divi- | 


| Vice president and operating manager, Chrysler | 


| Corp. 
| Vice president, and president of the export division, 
Chrysler Corp. 
President, Pan American World Airways, Inc., 
air transportation. 


| Chairman of the Board, National Dairy Products 


Corp., food products. 
| Vice president, and president of the 
sion, Chrysler Corp. 


| Vice president, engineering, Chrysler Corp 


DeSoto divi- | 
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Shares of 
Chrysler 
stock 
beneficially 
owned, 
Jan, 31, 
1956 


1 None 
None 

2 25, 000 
2, 544 

3 None 
500 

1, 508 

2, 000 
None 
319 


200 


413 
1, 948 


owned directly and through a wholly owned subsidiary 23,500 shares of Chrysler stock; he has an interest 
in a trust that owns 200 shares of Chrysler stock. 


2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust that owns 8,500 shares of Chrysler 


stock. 


3 Mr. Dodge was a director of Chrysler Corp. from May 6, 1948, to Jan. 8, 1953, and was reelected a director 


on June 24, 1954. 


Norte.—All of the above nominees, except Messrs. Chrysler, Jacobson, and Woolson, are now directors 


of the corporation. 


Corp. sponsored. 


REMUNERATION 


All except Messrs. Chrysler, Jacobson, Misch, and Woolson were elected by the stock- 
holders at the last annual meeting. 


Mr. Waddill Catchings is president of the Catchings-Denker Corp., 
which in 1955 received $150,000 from Chrysler Corp. to produce certain motion-picture films that Chrysler 


OF DIRECTORS AND OFFICERS 


Salaries and fees for 1955 from the corporation and its subsidiaries, the in- 


centive compensation award from its 1955 earnings, and the annual retirement 
benefits that it is estimated will be paid upon retirement at or after age 65, 
to each person who was a director of the corporation at any time during 1955 and 
whose aggregate remuneration from the corporation and its subsidiaries exceeded 
$30,000, including the 3 highests paid officers of the corporation, and of all per- 
sons, as a group, who were directors or officers of the corporation at any time 
during 1955, appear below: 
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a 
| Awards un- | 
der incentive 


com pensa- Estimated 
Name of individual or identity of group and capacities in | Salaries and tion plan annual 


which remuneration was received fees | payuble in benefits on 


5 equal an- | retirement? 

nual install- 
ments if | 

earned out ! 


L. L. Colbert, director, president, member of finance, com- 


$249, 800 | 


K. T. Keller, director, chairman of the board, “member of 
finance committee Ta ‘ None 
John P. Mansfield, director, vice president s 100, 200 
W. C. Newberg, director, vice president_-_-----_- ‘ 110, 200 
E. C. Quinn, director, vice president -_-- 100, 200 
Carl J. Snyder, director, vice aa, and | operating man- 
ager__- 104, 200 | 124, 700 32, 
C. B. Thomas, director, vice president_ 75, 450 | 90, 200 | 21, 693 
G. W. Troost, director, vice president, ‘member of finance 
committee __ : i 108, 400 149, 600 | (4) 
A. vanderZee, director, vice president__.___...___._-_- 110, 450 74, 800 35, 790 
James C. Zeder, director, vice president-__- 5 120, 400 149, 600 47, 573 
All directors and officers as a group__- sia 5 1, 786, 417 1, 708, 600 567, 987 

















1 One-fifth of the amount of these awards of incentive compensation (formerly called contingent com- 
pensation) was earned out as of Dec. 31, 1955, and will be paid on or before Mar. 15, 1956. To receive each 
remaining installment of the award, the recipient must be in the employ of the corporation or one of its 
wholly owned subsidiaries through the vear ending Dec. 31 immediately preceding payment of that install- 
ment, unless the corporation shal] have consented otherwise, and after discontinuance of his employ ment 
at any time prior to the Dec. 31 immediately preceding payment of that installment, not have taken other 
employment or rendered services to others than the corporation or one of its wholly owned subsidiaries 
without the consent of the corporation, nor conducted himself in a manner adversely affecting the corpora- 
tion. The provision for employees’ incentive compensation under the incentive compensation plan for 
the year 1955 represents not more than 5 percent of earnings for that year, determined in the manner provided 
by the stockholders’ resolution of Apr. 16, 1929, as modified by the board of directors on Feb. 13, 1941. In 
general, ‘“‘earnings’’ as defined by the resolution are the net earnings after deducting all charges (except Fed- 
eral taxes based on income and the provision for incentive compensation under the plan), and after deduct- 
ing an amount equal to 7 percent of the stockholders’ investment at the beginning of the year (after certain 
adjustments). 

2 Amounts under this heading are estimated benefits under (a) Chrysler Corp. salaried employees’ retire- 
ment income indenture dated as of Apr. 30, 1941, as amended, and (5) Chrysler Corp. supplemental pension 
en for salaried employees dated as of Jan. 1, 1951, as amended; except that the amount shown for Mr. 

‘eller is the actual benefit on retirement for which he became eligible when he reached normal retirement 
age. Unde- both of these plans, the corporation’s payments have been computed on an actuarial basis. 

3 The corporation’s contract of employment with Mr. Keller, dated as of Jan. 1, 1951, provides that, after 
his employment as chairman of the board terminates in 1956, Mr. Keller will render such advisory and 
consulting services to the corporation as the corporation may reasonably request, and will not take other 
employment or render services to others than the corporation without its consent, and the corporation will 
pay Mr. Keller for life the sum of $75,000 a year, payable half-monthly. 

4 Mr. Troost died on Jan. 24, 1956. The beneficiaries designated by Mr. Troost will receive the death 
a mem encemieente purchased for Mr. Troost which would have paid him $21,600 annually after retire- 
ment at age 65. 

5 Includes director’s and committee fees of $1,200 paid to Mr Nicholas Kelley, a director and a vice presi- 
dent, but does not include any part of fees of $270, 000 paid for services as gener al counsel to the law firm of 
Kelley, Diye, Newhall & Maginnes, of which Mr. Kelley isa member. Mr. Kelley receives no compen- 
sation as a vice president and will not be eligible for any pension or retirement income. 


STOCK OPTION PLAN 


The purpose of the stock option plan, which the stockholders approved on April 
15, 1952, is to secure for the corporation and its stockholders the benefits of in- 
centive inherent in stock ownership by the salaried officers and key employees of 
the corporation and its subsidiaries. A committee of directors not eligible to 
receive options administers the plan and determines the options to be granted. 

Under the plan the purchase price of the corporation’s common stock under 
each option is not less than 95 percent of its fair market value on the date of 
granting the option. The term of each option may not be more than 10 years 
and no option may be exercised until the holder has been in the employ of the 
corporation (or of a subsidiary) at least 1 year after the date of granting the op- 
tion. The holder of the option at the end of the first year may purchase up to 
3314 percent of the total number of shares subject to his option, at the end of 
the second year may purchase up to 6624 percent and at the end of the third year 
may purchase up to 100 percent. Except when an option is exercised after the 
death of the holder, no holder of an option may exercise his option unless at that 
time he has been in the employ of the corporation (or of a subsidiary) continu- 
ously since the grant of his option. At the time of the exercise of any option 
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the person who exercises it must represent to the corporation that it is then his 
present intention to acquire the shares for investment and not with a view to 
distributing the shares. 

The only options granted during the period from January 1, 1955, to January 
31, 1956, were granted on May 5, 1955, to 41 persons covering a total of 99,250 
shares at a price of $77.07 per share, being 95 percent of the market price of 
$81.125 per share on that date. This total included options granted to the fol- 
lowing directors and officers named in the remuneration schedule on page 12: 
L. L. Colbert, 15,000 shares; John P. Mansfield, 4,000 shares; E. C. Quinn, 4,000 
shares; Carl J. Snyder, 2,000 shares; G. W. Troost, 5,000 shares; and Jameg C. 
Zeder, 5,000 shares. The options that all directors and officers, as a group, re- 
ceived covered a total of 50,500 shares. 

During the period from January 1, 1955, to January 31, 1956, 14 persons pur- 
ehased 5,136 shares of the corporation’s common stock by exercising options. 
The number of shares so purchased by each person named in the remuneration 
schedule on page 12, the purchase price per share, and the market value per share 
(the mean between the highest and lowest prices on the New York Stock Ex- 
change) of such shares on the date of each purchase were as follows: E. C. Quinn, 
200 shares at $69.35; the market value of 100 shares being $81.69 and the market 
value of 100 shares being $80.56; Carl J. Snyder, 400 shares at $69.35, the market 
value being $83.19; and C. B. Thomas, 1,000 shares at $69.35, the market value 
being $79.69. During this period, officers not named in the remuneration schedule 
on page 12 purchased shares of the corporation’s common stock as follows: One 
officer, 910 shares at $69.35, the market value of 300 shares being $80.50, the 
market value of 500 shares being $87.25 and the market value of 110 shares being 
$76.50; and another officer, 100 shares at $73.51, the market value being $92.06. 
The number of shares that all directors and officers, as a group, purchased by ex- 
ercising options was 2,610. 


AMENDING STOCKHOLDERS’ RESOLUTION OF APRIL 16, 1929 


At their annual meeting on April 16, 1929, the stockholders of the corporation 
authorized establishing savings and investment plans, to enabel officers and 
employees receiving salaries of not over $5,000 a year to invest in stock of the 
corporation on terms favorable to them, and 2 kinds of incentive plans: profit- 
sharing plans, to enable officers, executives and employees occuping important 
positions in the management to share in the profits of the corporation, and bonus 
plans, to reward meritorious services by officers and employees in such a manner 
as to encourage their continued and energetic efforts on behalf of the corporation. 

For many years the board of directors, pursuant to the authority the stock- 
holders granted, has followed the practice of paying incentive compensation to 
managing and supervisory employees in various forms, some based upon the 
earnings of the corporation and others as bonuses. Since 1933, however, the cor- 
poration has not had in effect a savings and investment plan. 

The corporation’s principal competitors recently have established supplemental 
unemployment benefit plans for their hourly employees and stock purchase (sav- 
ings and investment) plans for their salaried employees. Chrysler Corp. also has 
established a supplemental unemployment benefit plan under union contracts for 
most of its hourly employees and some of its salaried employees. The board of 
directors believes that the corporation should make a savings and investment 
plan available to its salaried employees who do not participate in its supple- 
mental unemployment benefit plan or receive compensation in lieu of partici- 
pating init. To this end, the board of directors believes it is desirable to amend 
the stockholders’ resolution of 1929 so as to revise the requirements for eligi- 
bility for taking part in savings and investment plans and also the amount of 
funds that the corporation may contribute toward them for any year. 

The board of directors also believes that, in order to attract and keep com- 
petent and able managing and supervisory employees in the face of increasing 
competition for employees of ability, it is desirable to continue the practice of 
paying incentive compensation under the same basic formula that has been in 
effect since 1929. The board of directors believes, however, that it is desirable 
to make certain technical changes in the formula as hereinafter explained, and 
to eliminate parts of the old resolution that have become obsolete. 

The board of directors, therefore, recommends that the stockholders adopt a 
resolution, substantially in the form of the proposed resolution annexed to this 
proxy statement as exhibit A, that would change the résolution of 1929 in the 
following ways: 
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(1) Savings and investment plans: The proposed amendment removes the 
provision that only officers and employees receiving salaries of not over $5,000 
a year may participate in savings and investment plans. 

Instead, the proposed amendment limits the amount any salaried employee 
may invest in any pay period, or other period up to 12 months, to 10 percent of 
his total base compensation for that period. Directors and elected officers of 
the corporation will not be eligible to participate in savings and investment 
plans authorized by the resolution. 

The resolution of 1929 authorized the corporation to contribute to employees’ 
savings and investment plans up to 50 cents for every dollar that employees in- 
vested. The proposed amendment authorizes contributing up to 40 cents for 
every dollar that employees invest, and whenever the corporation’s consolidated 
net earnings exceed 5 percent of its consolidated net sales, but not 7 percent, up 
to 50 cents for every dollar employees invest, and whenever they exceed 7 per- 
cent, the corporation may contribute up to 60 cents for every dollar employees 
invest. 

The proposed amendment also authorizes the corporation to guarantee for a 
period to be fixed by the board of directors that each employee who invests 
pursuant to such a plan will not lose the amount he put in. 

If the stockholders adopt the amendment, the board of directors intends to 
establish for salaried employees who do not participate in the supplemental 
unemployment benefit plan (or receive compensation in lieu of participating) 
a new savings and investment plan that it will call the Chrysler thrift stock 
ownership program. 

Under the program, an eligible salaried employee will be to able to save by 
regular payroll deductions during a year (the “forming year”) any amount up 
to 10 percent of his base compensation, but not more than $2,500 in any forming 
year. An employee’s participation in the program will be entirely voluntary. 

Of each participant’s payroll deductions for the purposes of the program, 60 
percent will be invested in United States Government bonds and 40 percent in 
common stock of the corporation. If the corporation’s consolidated net earn- 
ings for any year are more than 5 percent of its consolidated net sales for that 
year but not more than 7 percent, then in the next forming year 50 percent 
of each participant’s payroll deductions will be invested in bonds and 50 per- 
cent in stock; if the corporation’s consolidated net earnings for any year are 
more than 7 percent of its consolidated net sales for that year, then in the next 
forming year 40 percent of each participant’s payroll deductions will be invested 
in bonds and 60 percent in stock. 

In every case the corporation will contribute an amount equal to that part 
of a participant’s payroll deductions to be invested in common stock of Chrysler 
Corp. All that the corporation contributes will be invested in Chrysler stock. 

A trustee will hold the bonds and stock representing the participant’s payroll 
deductions and the funds the corporation contributes and the earnings on the 
bonds and stock. 

The trustee will buy the stock it buys in the open market, or privately, from 
the corporation or otherwise, at not more than the current market price. Shares 
that the trustee buys from the corporation or that the corporation contributes 
may be treasury shares or newly issued shares. 

The corporation will guarantee up to the end of the fifth year after the end 
of each forming year that each participant can get back his bonds, and also 
stock or cash at least equal to the part of his payroll deductions invested in 
stock, with interest at the rate earned on the bonds. 

It is not possible to state in advance the total amount the corporation will 
contribute for all employees who participate in the program, since it will de- 
pend upon the extent to which eligible employees participate and do not with- 
draw their savings. As of December 31, 1955, approximately 16,000 salaried 
employees would have been eligible. If the program had been in effect in 1955, 
it is estimated that the cost to the corporation would have been $4 million, al- 
though if all eligible employees had participated to the maximum allowable ex- 
tent the cost would have approximated $5 million. 

(2) Incentive Plans: Since 1950 the board of directors has made awards of 
additional compensation out of earnings pursuant to a contingent compensation 
plan (now called the incentive compensation plan) under the stockholders’ 
resolution of 1929. At present the corporation has in effect no other bonus, 
profit sharing, or other remuneration or incentive plans, except the stock option 
plan described on page 14 of this proxy statement. 
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Under the incentive compensation plan, upon recommendation of the finance 
committee the board of directors has determined the recipients and the amount 
they receive (only those members of the board who have not been eligible to 
receive awards acting in the matter). In general, awards under the plan have 
been payable in up to five annual installments. To receive each installments of 
the award, the recipient must be in the employ of the corporation or one of its 
wholly owned subsidiaries through the year ending December 31 immediately 
preceding payment of that installment, unless the corporation shall have con- 
sented otherwise, and after discontinuance of his employment at any time prior 
to the December 31 immediately preceding payment of that installment, not have 
taken other employment or rendered services to others than the corporation or 
one of its wholly owned subsidiaries without the consent of the corporation, 
nor conducted himself in a manner adversely affecting the corporation. 

The stockholders’ resolution of 1929 has limited the amount of earnings avail- 
able for awards to 614 percent (reduced to 5 percent by the board of directors 
on February 13, 1941) of the net earnings of the corporation after deducting an 
amount equal to 7 percent of the capital, surplus, and undivided profits of the 
corporation as shown on the books of the corporation at the beginning of the 
year and after deducting payments for the year made by the corporation under 
any savings and investment plan, and after deducting all other charges except 
Federal taxes and the annual payments made out of net earnings for the year as 
required by all incentive plans then in effect. 

The board of directors is not obliged to authorize awards for any year in 
the full amount permissible under the stockholders’ resolution as so modified. 

On December 8, 1955, the board of directors determined that the total pro- 
vision for incentive compensation for 1955 would be the amount authorized 
under the stockholders’ resolution of April 16, 1929, as modified by the board of 
directors in 1941, less $1,100,000. The amount so distributable for incentive 
compensation from earnings for 1955 was $8,526,853. Awards were made for 
1955 to 1,139 officers and employees. The amounts of the awards to directors and 
officers, including the three highest paid officers of the corporation, appear in 
the remuneration schedule on page 12. 

The proposed amendment fixes the limit upon the provision for incentive plans 
at 5 percent (in accordance with the resolution the board of directors adopted 
on February 13, 1941) of earnings, instead of 64% percent, and adds funded debt 
to the capital base upon which 7 percent must be earned before any provi- 
sion for incentive compensation may be made. The restated formula for com- 
puting the amount of funds of the corporation that it may expend or con- 
tribute for any year on account of incentive plans will be based on the consolidated 
net earnings (as reported in the annual report to the stockholders) of the cor- 
poration and its subsidiaries, before provision for incentive plans, income taxes, 
and interest upon the funded debt of the corporation. From this base, the pro- 
posed amendment deducts 7 percent of the shareholders’ investment, and 7 per- 
cent of the principal amount of the funded debt of the corporation. 

The effect of these changes will be to reduce the amount of funds that the 
corporation may expend in any year for incentive plans. 

If the proposed amendment had been in effect, the total amount that would have 
been distributable for incentive plans for 1955 would have been $9,474,082. 
Since the proposed amendment does not change the basis of participating, the 
board of directors would have made awards to the same persons and in the 
same amounts as it did make them. It is impossible to state whether or not the 
same persons (including directors and officers) will participate in future awards. 

The amendment will expressly provide that the persons who may receive 
awards of incentive compensation shall be selected and the amount of the awards 
they may receive shall be determined either (1) by the board of directors, if a 
majority of the members of the board of directors acting in the matter are not 
entitled to participate in the awards, or (2) by a committee of three or more mem- 
bers of the board of directors having full and final authority in the matter, none 
of whom are entitled to participate. 

The existing stockholders’ resolution cannot be amended so as to increase the 
permissible cost to the corporation of incentive plans otherwise than by a vote 
of stockholders. The proposed amendment will not change this. The allocation 
of the benefits between (1) directors and officers and (2) other employees will 
continue to be on an individual basis determined each year by the board of direc- 
tors or by a committee of directors who do not participate. 

If the stockholders amend their resolution of April 16, 1929, as set forth above, 
the board of directors intends to continue in effect an incentive compensation 
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plan not varying substantially from the plan hitherto followed, as described 
above and in footnote (1) to the remuneration schedule on page 12. 

(3) General revision: The proposed amendment generally revises the resolu- 
tion of 1929 so as to eliminate what has become obsolete and to adapt the language 
to present-day accounting terminology. : 

The board of directors favors a vote “for” amending the stockholders’ resolution 


of April 16, 1929, and proxies will be so voted unless stockholders direct a con- 
trary vote. 


AMENDING RETIREMENT INCOME PLAN AND SUPPLEMENTAL PLAN 
EMPLOYEES 





FOR SALARIED 


The corporation has in effect pension plans covering about 176,000 employees of 
the corporation and its subsidiaries, under which those retiring at or after age 65 
with 10 or more years of credited service receive $2.25 per month for each year 
of credited service, in addition to social security benefits. The plans also provide 
pensions in case of retirement between ages 60 and 65, permanent total disability, 
or termination of employment after age 40 with 10 or more years of credited 
service after age 30. Certain of the pension plans providing these benefits were 
originally negotiated with the UAW-CIO in 1950, and in 1955 were amended and 
extended to 1958. The remainder of these pension plans cover salaried employees 
not covered by the union contracts and employees in other unions. 

In addition, for 11,477 of these employees who receive salaries and are now 
participating, the corporation has in force other retirement plans. 

Since 1941 a contributory pension plan (the “retirement income plan’’) has 
been in effect. In general, the annual pension at age 65 under the retirement 
income plan is 11%4 percent of the part above $250 a month of aggregate salary 
received from the corporation and designated subsidiaries between ages 391% 
and 65, with a maximum pension of $1,800 a month. Employees contribute 2% 
percent of the salary on which they accrue benefits. There are reduced benefits 
upon termination of employment before age 65 for employees who are age 60 
or over, or who have 10 years or more service and are age 50 or over. 

Since 1951 the corporation has had a noncontributory pension plan (the 
“supplemental plan’) for salaried employees of the corporation and designated 
subsidiaries. The purpose of this plan is to assure employees with 25 years of 
service retirement income at age 65 equaling 37% percent of the average annual 
salary earned during the last 12% years of credited service, if the combination of 
social-security benefits and other corporation pensions should be less. There are 
reduced pensions for salaried employees with 15 years or more continuous salaried 
employment who with the consent of the corporation retire between ages 60 
and 65. 

When the corporation bought certain of the assets of Briggs Manufacturing 
Co. and of Briggs Indiana Corp. in 1953 that became the corporation’s automo- 
tive body division, the corporation continued for salaried employees in that 
division the noncontributory pension plan (the ABD plan) that Briggs had 
established in 1944. That plan provided an annual pension at age 65 of 1 per- 
cent of the part above $3,000 a year of aggregate salary received between ages 
25 and 65, while a participant plus three-fourth percent of the part of salary 
above $3,000 a year at date of becoming a participant for each year of service 
after age 30 before becoming a participant, with a top pension of $2,083 a month. 
There are reduced benefits upon termination of employment at any time after 
becoming a participant and before age 65. Employees under the ABD plan are 
not eligible for the retirement income plan or the supplemental plan. As of 
December 31, 1955, there were 2,707 participants in the ABD plan, none of whom 
was a director or officer. 

When the corporation bought certain of the assets of Universal Products Co., 
Inc., in 1955 that became the corporation’s Detroit universal division, the corpo- 
ration continued for salaried employees in that division the pension plan (the 
Universal plan) that Universal had established in 1951 for salaried employees. 
The monthly pension at age 65 under the Universal plan is three-fourth per- 
cent of the first $300 of monthly salary plus 114 percent of the part of monthly 
salary above $300 for each year of service after completing 2 years of continu- 
ous service (for service before January 1, 1951, one-half percent of the first 
$300 of monthly salary plus three-fourth percent of the part of monthly salary 
above $300 for each year of service after completing 2 years of continuous serv- 
ice). There are reduced benefits for employees who retire with the consent of 
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the corporation between ages 55 and 65 or whose employment is terminated after 
5 years or more of participating. Employees contribute 5 percent of the part 
of salary above $300 a month. Employees under the Universal plan are not 
eligible for the retirement income plan or the supplemental plan. As of Decem- 
ber 31, 1955, there were 100 participants in the Universal plan, none of whom 
was a director of officer. 

The board of directors believes it desirable to adopt a uniform retirement 
program for salaried employees. The program it proposes is substantially the 
one that was in effect before employees from Briggs and Universal came to 
Chrysler, but contains changes that facilitate transferring these employees to 
our program, and that make both the corporation’s and employees’ contributions 
more effective. 

The following is a summary of the principal changes that the board of di- 
rectors recommends: 

(a) The retirement income plan and the supplemental plan will extend 
to salaried employees of the Automotive Body division under age 55 and to 
salaried employees of the Detroit Universal division. 

(b) The retirement income plan and the supplemental plan will provide 
all benefits for service rendered after the proposed effective date, except 
that the ABD plan will continue to provide benefits of ABD participants 
over age 55. 

(c) Under the retirement income plan: 

(1) The eligibility requirements will be age 35 instead of 3914, and 
2 years salaried employment instead of 3 years employment. Benefits 

will continue to be based on not over 25 years participating. Employees 
will be permitted to participate beginning at any time after they be- 
come eligible up to age 55 instead of being excluded if they fail to 
join when first eligible. 

(2) No actuarial reduction will take place in case of early retirement 
(ages 60 to 65) with consent of the corporation or at its request, after 
15 years or more continuous salaried employment, and an added tem- 
porary monthly pension, representing a social security factor, will be 
paid to age 65 of either $100 or, if smaller, one-twelfth of $4 multi- 
plied by credited months of salaried employment. 

(3) Upon termination of employment after 5 years or more active 
participation, a participant will be entitled to a paidup deferred pension 
(at age 65) of 10 percent of his accrued pension benefits for each year 
of active participating (but not more than 100 percent). Upon termi- 
nation of employment because of permanent total disability, regardless 
of years of participating, a participant will be entitled to a paidup 
deferred pension (at age 65) of 100 percent of his acerued pension 
benefits and full death benefits will be maintained for him for a period. 

(d@) Under the supplemental plan: 

(1) Average monthly salary of a participant will be based in gen- 
eral on his average salary rate during the last 120 of his credited months 
instead of the last 150. 

(2) No actuarial reduction will take place in case of early retirement 
(ages 60 to 65) with consent of the corporation or at its request, after 
15 years or more continuous salaried employment. 

The corporation for 1955 under the retirement income plan, the supplemental 
plan, the ABD plan, and the Universal plan (one-sixth year only) as now in 
effect, will contribute about $6,500,000. 

The corporation estimates that the net effect of all the changes it recommends, 
on the basis of present experience, will be to increase the total that it con- 
tributes for current services by about $2,800,000 for 1956 and for 1957. There- 
after, the need for these additional payments for current services will decrease 
year by year and should disappear at the end of 30 years. The funding method 
which the corporation is following will not involve additional payments for 
past services. The immediate increase in the corporation’s payment is due 
principally to the increase in the number of participants that results from 
reducing the age and length of service required for eligibility. The subsequent 
decline in the corporation’s payment will result from the lower average annual 
cost of benefits that will be funded over a longer period. 

As of December 31, 1955, the corporation and is subsidiaries had about 33,000 
salaried employees. It estimates that about 17,000 (including 17 officers) of 
these will be eligible to participate in one or both parts of the retirement pro- 
gram as of the proposed effective date, an increase of about 35 percent over the 
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number of those who would be eligible on that date under one or another of the 
plans described above. 

The following shows the aggregate amounts of the annual benefits under the 
present retirement income plan and the supplemental plan estimated to be pay- 
able upon retirement at normal retirement date to the persons named in the 
remuneration schedule on page 12 and the increase in the aggregate annual 
benefits estimated to be payable upon retirement at normal retirement date to 
those persons if the corporation were to continue the retirement income plan 
and the supplemental plan in effect with the changes now proposed and if each 
of these persons were to continue to receive salary until normal retirement date 
at the rate now in effect: 


| 
| Estimated annual benefits 
| at normal retirement date 


| Under pres- | Increase due 
| ent plans to proposed 
| before | amendment 
| amendment 


L. L. Colbert......... cca a ae : | $92, 448 
K. T. Keller__- Ie neane a ae siichpeiiiha sigan ie | 25, 200 
John P. Mansfield_________- ‘ wie 36, 198 
W.C. Newberg--- aoe ah ; . | 36, 198 
A NEESER PESTS COS es Geotab ele aie keke Y 36, 198 
NS olka ants bethrnaciadetepntvenbapecens / 32, 762 
C. B. Thomas..---- oaks 5 ie -cecnaitigiesigeth Sl el chats 21, 693 
og SEES ES Se Ae ; 35, 790 
James C. Zeder_.____--- ire rae: outak oil 47, 573 | 
All directors and officers as a group-- be etbtetadeb dake ae ee 567, 987 | 
' 


The corporation may amend or modify the retirement income plan and the 
supplemental plan in any respect by action of its board of directors. The 
corporation does not contemplate that after the recommended changes it will 
exercise the right to amend or modify the retirement income plan or the supple- 
mental plan (except as may be required by the Internal Revenue Service) to 
increase costs under either the retirement income plan or the supplemental plan 
or to increase the allocation of benefits, in favor of directors who are em- 
ployees of or officers as against other employees, without submitting the changes 
to the stockholders for approval. 

The board of directors is submitting the changes it recommends in the retire- 
ment income plan and the supplemental plan to the stockholders for their ap- 
proval because employees who are directors have an interest in these plans. If 
the stockholders approve the changes set forth above, the board of directors in- 
tends, subject to obtaining a favorable ruling from the Internal Revenue Serv- 
ice, to put the changes into effect on July 31, 1956. Unless the stockholders ap- 
prove the changes, the board of directors will not put them into effect. 

The board of directors favors a vote “for” the amendments to Chrysler Corp. 
salaried employees’ retirement income indenture and supplemental pension plan 
for salaried employees and proxies will be so voted unless stockholders direct 
a contrary vote. 

By order of the Board of Directors, 
NICHOLAS KELLEY, Jr., Secretary. 

Dated: Detroit, Mich., 

March 5, 1956. 
EXHIBIT “A” 


Resolved, that the stockholders of this corporation hereby amend the resolution 
that the stockholders adopted at their annual meeting held on April 16, 1929, 
which reads as follows: 

“Resolved, that without prejudice to the approval, adoption, ratification and 
confirmation by this meeting of the action taken by the board of directors at the 
meeting of the said board held April 12, 1929, the board of directors be and they 
hereby are authorized and directed to establish from time to time one or more 
plans for each of the following purposes: (1) to enable officers, executives, and 
employees occupying important positions in the management to share in the 
profits of the corporation, hereinafter in this resolution called profit-sharing 
plans; (2) to provide for bonuses to reward meritorious services by officers and 
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employees in such a manner as to encourage their continued and energetic efforts 
on behalf of the corporation, hereinafter in this resolution called bonus plans; 
(3) to enable officers and employees receiving salaries of not over $5,000 a year 
to invest in stock of this corporation on terms favorable to them, hereinafter in 
this resolution called savings and investment plans; and that (@) said plans be 
in such form and upon such terms and for the benefit of such officers and em- 
ployees and provide for such contributions and obligations on the part of this 
corporation as the board of directors shall from time to time determine, (0b) the 
officers and employees who shall participate in said plans or any of them shall be 
selected in such manner as the board of directors shall determine and shall not 
be disqualified from participation by reason of holding the office of director of this 
corporation, (c) none of said plans shall be expressed to continue for a period 
longer than 10 years from the date of promulgation thereof, (d) funds of this 
corporation may be expended or contributed as the board of directors shall from 
time to time authorize or approve on account of profit-sharing plans and bonus 
plans and in order to acquire stock of this corporation for use in connection with 
profit-sharing plans and bonus plans, and this corporation may incur obligations 
on account of such profit-sharing plans and bonus plans, provided said expendi- 
tures for any calendar year, whether made pursuant to obligations or otherwise 
or for the acquisition of stock, shall not exceed for said year 6% percent of the 
net earnings of the corporation for that year determined after deducting an 
amount equal to 7 percent of the capital, surplus, and undivided profits of the 
corporation (after deducting from said capital, surplus, and said undivided 
profits, good will of the corporation) as shown by the books of the corporation at 
the beginning of the year; and after deducting payments for the year made by 
the corporation under any savings and investment plan, and after deducting all 
other charges except (1) the annual payments made out of net earnings for said 
year as required by all profit-sharing plans then in effect; (2) bonuses to officers 
and employees under all bonus plans then in effect, including contractual com- 
pensation of any officer measured by percent of net earnings; (3) Federal taxes; 
(ec) this corporation as from time to time authorized or approved by the board 
of directors [may] issue or sell to corporations or the trustees of trusts formed 
for the purpose of carrying out profit-sharing plans not exceeding in the aggregate 
100,000 shares of the common stock of this corporation at a price or prices to be 
determined by the board of directors but not in any event less than $60 per share; 
(f) there is hereby authorized to be lent out of the funds of this corporation to 
trusts and corporations organized for the purposes of said profit-sharing plans 
sums not exceeding the aggregate amount of $8 million, said sums so lent to 
bear interest at the rate of not less than 5 percent per annum, and neither the 
beneficiaries of said trusts nor the stockholders of said corporations, as said bene- 
ficiaries or stockholders, to be liable individually for either principal or interest 
of said sums so lent: (g) there shall not be deemed to be included as any part 
of the plans authorized by this resolution the employment contract between this 
corporation and Mr. W. P. Chrysler; (h) there is hereby authorized to be con- 
tributed by this corporation in the discretion of the board of directors to em- 
ployees savings and investment plans up to 50 cents for every dollar invested 
pursuant to said plans by employees.” 

so that it shall read as follows: 

“Resolved, that the stockholders hereby authorize and empower the board 
of directors to establish from time to time one or more plans for either or both 
of the following purposes: (1) To encourage the continued and energetic efforts 
of officers and executives of the corporation and its subsidiaries on behalf of 
the corporation and its subsidiaries by enabling them to share in the profits of 
the corporation (hereinafter in this resolution called incentive plans) ; and (2) to 
encourage employees of the corporation and its subsidiaries (other than directors 
and elected officers of the corporation) to save by enabling them to invest in stock 
of this corporation or other securities or both on terms favorable to them (here- 
inafter in this resolution called savings and investment plans) ; Provided, That: 

“(A) the aforesaid plan or plans shall be in such form and upon such terms 
and for the benefit of such officers, executives, and other employees of the corpo- 
ration and its subsidiaries (except that directors and elected officers of the corpo- 
ration shall not be eligible to participate in savings and investment plans) and 
shall provide for such contributions and obligations on the part of this corporation 
as the board of directors from time to time shall determine. and the board of 
directors shall have full power and authority to administer the aforesaid plan or 
plans, the decisions of the board of directors being final, conclusive, and binding 
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upon all parties, including the corporation, its stockholders and its officers, execu- 
tives and other employees, provided that the board of directors shall rely upon 
and be bound by the report of the independent auditors of the corporation as to 
the computing of the amount of funds of the corporation available for any fiscal 
year of the corporation for the aforesaid plan or plans then in effect, as herein- 
after provided in this resolution ; 

“(B) the officers, executives, and other employees who shall participate in the 
aforesaid plans or any of them shall be selected in.such manner as the board of 
directors shall determine and shall not be disqualified from participating in any 
incentive plan by reason of holding the office of director of this corporation, 
provided that in any instance the persons who may receive funds or securities 
pursuant to any incentive plan shall be selected and the amount of funds or 
securities which any such person may receive shall be determined either (1) by 
the board of directors, if a majority of the members of the board of directors 
acting in the matter are not entitled to receive funds or securities pursuant to 
any incentive plan, or (2) by a committee of three or more members of the board 
of directors having full and final authority in the matter, none of whom are en- 
titled to receive funds or securities pursuant to any incentive plan; 

“(C) none of the aforesaid incentive plans shall be expressed to continue for 
a period longer than 10 years from the date of promulgation thereof ; 

“(D) this Corporation may expend or contribute funds as the board or direc- 
tors from time to time shall authorize or approve on account of incentive plans, 
and in order to acquire shares of stock of this corporation for distributing in 
place of cash pursuant to incentive plans (the shares to be valued for the purpose 
at the average cost per share at which the corporation purchased them or by 
such other method of valuation as the board of directors shall deem reasonable 
in the circumstances), and this corporation may incur obligations on account of 
incentive plans, provided the provision out of earnings for any fiscal year of the 
corporation for all incentive plans then in effect (not including savings and in- 
vestment plans whether or not the amount of the contributions of the corporation 
thereto varies with the earnings of the corporation) shall not exceed 5 percent 
(as computed by the independent auditors of the corporation) of the consolidated 
net earnings for that fiscal year (as reported in the annual report to the stock- 
holders) of the corporation and such of its subsidiaries as are consolidated in 
its annual statements, before : 

“(1) Any provision made out of net earnings for the fiscal year to or for 
the benefit of officers and employees pursuant to any incentive plan author- 
ized by this resolution then in effect, or credits for unused provisions from 
prior fiscal years; and 

“(2) taxes on income; and 

“(3) interest accrued during that fiscal year on any obligation of the cor- 
poration outstanding on the first day of the fiscal year for borrowed money 
payable by its terms more than 1 year from the date of the creation thereof 
(adjusted for any increase or decrease in the amount of such obligations 
made during the fiscal year) ; 

and after deducting therefrom an amount equal to 7 percent of the sum of (a) 
the capital, surplus, and retained earnings (shareholders’ investment) of the 
corporation on the 1st day of that fiscal year as reported to the stockholders in 
the annual report of the corporation (adjusted for any changes in capitalization 
made during the fiscal year) and (bd) the principal amount of any obligation of 
the corporation outstanding on the first day of that fiscal year for borrowed 
money payable by its terms more than 1 year from the date of the creation 
thereof (adjusted for any increase or decrease in the amount of such obliga- 
tions made during the fiscal year) ; and the awards for any fiscal year of the 
corporation for all incentive plans shall not exceed the provision for incentive 
plans for that fiscal year; and in computing the amount that the corporation 
may provide as aforesaid the auditors of the corporation may rely, as to any 
matter of law, upon the opinion of counsel (who may be counsel to the corpora- 
tion) ; and if the amount that the independent auditors compute for any fiscal 
year of the corporation (beginning with the fiscal year 1956) shall for any 
reason prove to have been overstated, and if the award for that fiscal year shall 
be greater than the amount that it finally appears the independent auditors 
ought to have computed to be available for incentive plans, (1) the unawarded 
parts, if any, of the amounts of the independent auditors’ computations for pre- 
ceding fiscal years (beginning with the fiscal year 1955) shall be offset against 
the excessive part of the award, and (2) the remainder, if any, of the excessive 
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part of the award after such offset shall be deducted from the independent aud- 
itors’ computation for the fiscal year in which the excessive part of the award is 
discovered and succeeding fiscal years until the excessive part of the award is 
made good, without recourse to or charge against any recipient of an award or 
any employee, officer or director of the corporation; and no other adjustment on 
account of the excessive part of the award shall be made in any fiscal year, in- 
cluding, without limitation, any adjustment of the capital, surplus, and retained 
earnings (shareholders’ investment) for any fiscal year prior to the fiscal year in 
which the excessive part of the award is discovered or any adjustment of 
awards (whether or not paid) made prior to such discovery ; 

“(E) nothing in this resolution shall be interpreted or construed to prevent 
the corporation from establishing for the benefit of its employees who are not 
officers or executives of the corporation, or to prevent any corporation in which 
the corporation owns an interest but the employees of which are not eligible to 
receive benefits under any incentive plan authorized by this resolution or any 
corporation in which the corporation owns an interest that is incorporated or 
does substantially all of its business outside of the United States from establish- 
ing for the benefit of its own employees, a profit-sharing or bonus plan; and pay- 
ments made out of net earnings as required by any such profit-sharing plan or 
bonus plan shall not be included in or considered a part of the provision made 
by the corporation out of its net earnings as required by any incentive plan 
authorized by this resolution then in effect; 

“(F) this corporation may expend or contribute funds or securities as the 
board of directors from time to time may authorize or approve on account of 
savings and investment plans, and this corporation may incur obligations on 
account of such plans and may guaranty, for such period or periods as the board 
of directors shall prescribe, to employees who invest pursuant to such plans the 
return, after such time or times as the board of directors shall prescribe, of the 
amount of their respective investments, with interest thereon at such reasonable 
rate as the board of directors shall prescribe; provided the contributions (ex- 
cluding any such guaranty) of the corporation to any such plan shall not exceed 
40 cents for every dollar that employees invest pursuant to the plan except 
that (a) in the event that, in any fiscal year, the consolidated net earnings for 
that year (as reported in the annual report to the stockholders) of the corpo- 
ration and such of its subsidiaries as are consolidated in its annual statements 
shall exceed 5 percent of their consolidated net sales (as reported in the annual 
report to the stockholders) and shall not exceed 7 percent thereof, then during 
the next following fiscal year of the plan the corporation may contribute not more 
than 50 cents for every dollar that employees invest pursuant to the plan; 
and (0b) in the event that, in any fiscal year, the consolidated net earnings for 
that year (as reported in the annual report to the stockholders) of the corpora- 
tion and such of its subsidiaries as are consolidated in its annual statements shall 
exceed 7 percent of their consolidated net sales (as reported in the annual re- 
port to the stockholders) then during the next following fiscal year of the plan 
the corporation may contribute not more than 60 cents for every dollar that 
employees invest pursuant to the plan; and provided that no employee shall be 
permitted in any pay period or other period of time not exceeding 12 months to 
invest pursuant to all such plans then in effect an amount exceeding 10 percent 
of his total base compensation for that period (not including cost-of-living allow- 
ances, commissions, drawing accounts, bonuses, overtime and night-shift pay- 
ments or any other special payments, fees and allowances) ; 

“(G) the powers and authority conferred by this resolution shall be in addition 
to and independent of all powers and authority conferred upon the board of 
directors by law or by the certificate of incorporation or bylaws of this corpora- 
tion or other resolutions (other than the resolution that this resolution amends) 
that the stockholders heretofore have adopted or hereafter shall adopt, and 
shall not be deemed to restrict or limit any of the powers or authority thereby 
conferred ; and 

“(H) without limiting the generality of the foregoing, the board of directors 
of the corporation shall have full power and authority to interpret and construe 
this resolution and any plan or plans adopted pursuant to it, and its interpreta- 
tions and constructions thereof and action therein in good faith shall be final 
and conclusive; it may correct any defect or supply any omission or reconcile any 
inconsistency in such manner and to such extent as it shall deem expedient to 
carry the same into effect, and it shall be the sole and final judge of such 
expediency ; and if any such interpretation or construction shall involve a ques- 
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tion of law, the board of directors may rely and act upon the opinion of counsel 
(who may be counsel to the corporation) with respect thereto.” 

and the stockholders hereby continue in full force and effect the aforesaid 
resolution as hereby amended. 


CHRYSLER CORP. 
NoTIcE oF ANNUAL MEETING OF STOCKHOLDERS To Be HEtp Aprit 16, 1957 


The annual meeting of the stockholders of Chysler Corp. will take place at the 
General Offices of the Corporation, 341 Massachusetts Avenue, Highland Park 
(Detroit), Mich., on Tuesday, April 16, 1957, at 12 noon, for the following pur- 
poses : 

1. To elect a board of directors for the ensuing year ; and 

2. To transact such other business as may properly come before the meeting. 

Only stockholders of record at the close of business on March 1, 1957, will be 
entitled to vote at the meeting. The board of directors will not close the stock 
transfer books of the corporation. 

The minute books of the corporation, containing the minutes of the meetings 
of the board of directors, of the finance committee and of the operations com- 
mittee, since the last annual meeting of stockholders will be present at the meet- 
ing and will be open for the stockholders to inspect, but it is not intended to take 
any action on them. 

By order of the Board of Directors, 
G. T. Hiaeins, Secretary. 

Dated Detroit, Mich., March 6, 1957. 


PROXY STATEMENT 


The board of directors solicits your proxy in the form enclosed to use at the 
annual meeting of stockholders on April 16, 1957. It sends you this proxy state- 
ment to inform you about each of the nominees for directors. 

We urge you to sign and return your proxy promptly to make certain that 
your shares will be voted at the meeting. You may revoke your proxy at any 
time, and if you attend the meeting, you may vote your shares in person. 

Th management will vote all shares represented by proxies in the enclosed 
form that it receives in time for the meeting. 

The corporation will bear the expense of preparing, printing and mailing this 
proxy material, as well as the cost of any necessary solicitation. The corpora- 
tion intends to use a few regular employees to solicit proxies, either personally 
or by telephone or by special letter. 

Only stockholders of record at the close of business on March 1, 1957, will be 
entitled to vote. On that date, there were 8,708,580 shares of Chrysler Corp. 
common stock outstanding and entitled to vote. 


ELECTION OF DIRECTORS 


The meeting is to elect a full board of 21 directors to serve for the ensuing 
year and until their successors are elected and qualify. It is intended to vote 
the proxies for the 21 nominees for directors whose names appear on the fol- 
lowing pages with a brief statement of the present principal occupation of each 
nominee, the year in which he first became a director, the amount of Chrysler 
Corp. stock he owns, and pertinent biographical information. 


a a tent Ont tet Oe ee ee ee | 
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' er 
| Shares of 
| Chrysler 
stock 
Nominee Principal occupation beneficially 
| owned, Jan. 
29,1957 


Paul C, Ackerman ‘ president-director of engineering, Chrysler 
Sorp. 
James C. Brady. President, Brady Security & Realty Corp, real 
| estate and investments. 
R.S. Bright entoutnand oo vice president, basic manufacturing, Chrysler 
orp. 
Waddill Catchings Partner, Radio Program Production Company, | None 
production of radio programs. 
Jack F. Chrysler - - -- Pereomal iivestments...................... 2 26, 000 
L. L. Colbert sueaccacuccesccce.| P¥OGORE, Chevalier Carp... eRe ale ‘ 2, 544 
Joseph M. Dodge_._._._.............| Chairman, the Detroit Bank & Trust Co., banking-- 3 None 
Byron C. Foy : ......--| Vice president, Webb & Knapp, Inc., real estate - - - - 500 
a SOD, tee oan eowne ..| Vice president, dealer relations, Chrysler Corp- - -- 1, 658 
W. Alton Jones_.....................| Chairman of the board, Cities Service Co., oil and 2,000 
| natural gas. 
John P. Mansfield__.................| Viee president, and president of the Plymouth 319 
| division, Chrysler Corp. 
Neil McElroy _......--------..| President and director, the Procter & Gamble Co-_-- 200 
R. E. MeNeill, Jr_- ina | President, the Hanover Bank, banking --.- ; 100 
F. W. Misch. ge ; Vice president, finance, Chrysler Corp ties 410 
ie Group vice president, automotive, Chrysler Corp. 589 
E. C. Quinn_ oe aoe Vice president, and president of the Chrysler di- 257 
vision, Chrysler Corp. 
E. C. Row 7 Satie Administrative vice president, Chrysler Corp----- 200 
Juan T. Trippe_-. 5 ...| President, Pan American World Airways, Inc., air 
transportation. 
L. A. Van Bomel ‘ Chairman of the board, National Dairy Products | 
Corp., food products. 
L. I. Woolson. = ....| Vice president, and president of the DeSoto division, | 
Chrysler Corp. 
James C. Zeder Vice president, engineering, and special adviser to 
president, Chrysler Corp. 


! Mr. Brady owns }4 of the stock of Brady Security & Realty Corp., of which he is president, which owns 
directly 22,850 shares of Chrysler stock and he owns 4 of the stock of another corporation which owns 300 
shares. He has an interest in a trust that owns 200 shares of Chrysler stock. 

2 Mr. Chrysler is also the life beneficiary and 1 of 4 trustees of a trust that owns 8,500 shares of Chrysler 
stock. 

’ Mr. Dodge was a director of Chrysler Corp. from May 6, 1948, to Jan. 8, 1953, and was reelected a di- 
rector on June 24, 1954. 


All of the above nominees, except Mr. Ackerman, are now directors of the 
corporation. All except Messrs. Ackerman, Bright, and Row were elected by 
the stockholders at the last annual meeting. 


REMUNERATION OF DIRECTORS AND OFFICERS 


Salaries and fees for 1956 from the corporation and its subsidiaries to each 
person who was a director of the corporation at any time during 1956 and whose 
direct aggregate remuneration from the corporation and its subsidiaries exceeded 
$30,000, including the three highest paid officers of the corporation, and of all 
persons, as a group, who were directors or officers of the corporation at any time 
during 1956, for any portion of 1956 that such persons were directors or officers, 
and the annual retirement benefits that it is estimated will be paid upon retire- 
ment at or after age 65 to such persons, appear on page 10. 
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} | Estimated 

Name of individual or identity of group and capacities in which remunera- | Salaries and | annual bene- 

tion was received fees | fits on retire- 

ment ! 

R. S. Bright, director, vice president ? : 3 $39, 733 $23, 073 
L. . Colbert, director, president, member of finance committee- wa 250, 900 92, 448 
C. L. Jacobson, director, vice president_. 115, 300 35, 214 
K. T.. Keller, director, chairman of the board, member of finance committee ¢ 2 103, 709 25, 200 
John P. Mansfield, director, vice president _ | 100, 450 36, 198 
F. W. Misch, director, vice ‘president, member of finance committee. 86, 583 32, 448 
Ww. C. New berg, director, vice president- : | 100, 450 | 36, 198 
E. C. Quinn, director, vice president - --_- ; ; | 100, 450 | 36, 198 
E. C. Row, director, vice president *____. | 26, 698 
Carl J. Snyder, director, vice president, and operating manager. | (8) 
C. B. Thomas, ’ director, vice president - - (7) 
A. vanderZee, ‘director, vice president § 33, 079 





L. I. Woolson, director, vice president- 30, 573 


James C. Zeder, director, vice president - - - 135, 400 | 49, O11 
All directors and officers as a group 9 1, 704, 418 627, 548 





1 Amounts under this heading are estimated benefits under (a are slet Corp. salaried employees’ retire- 
ment income indenture dated as of Apr. 30, ara as amended; and (b) Chrysler Co rp supplemental pension 
plan for salaried employees dated as of Jan. 1, 1951, as ame nded: e xcept that the am ount shown for Mr. 
Keller is the actual benefit on retirement for ~ hie h he became eligible when he reached normal retireme nt 
age. Under both of these plans, the corporation’s payments have been computed on an actuarial basis, 

2 Mr. Bright became a vice president on May 3, 1956, and a director on Aug. 2, 1956. 

3 Part year. 

4 Mr. Keller retired as a director and chairman of the board on May 3, 1956. The cor] 
of employment with Mr. Keller, dated as of Jan. 1, 1951, provides that Mr. Keller will render such advisory 

and consulting services to the corporation as the corporation may reasonably request, and will not take 
othe ‘r employment or render services to others than the corporation without its consent, and the corporation 
will pay Mr. Keller for life the sum of $75,000 a year, payable half-monthly. 

5 Mr. Row became a director and a vice president on June 21, 1956. 

6 Mr. Snyder died on June 30, 1956. The beneficiaries designated by Mr. Snyder received the death 
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benefits under contracts purchased for Mr. Snyder which would have paid him $17,934 annually after 
retirement at age 65. 

7 Mr. Thomas died on June 11, 1956. The beneficiaries designated by Mr. Thomas received the deat! 
benefits under contracts purchased for Mr. ‘I hom: is which would ha e paid him $23,987 annualls 


retirement at age 65. 

* Mr. vanderZee’s term as a director and a vice president expired May 3, 1956. 

* Includes director’s and committee fees of $1,150 paid to Mr. Nicholas Kelley, a director, but does not 
include any part of fees of $270,000 paid for services as general counsel to the law firm of Kelley, Drye 
Newhall & Maginnes, of which Mr. Kelley is a member. 












No awards of incentive compensation were made out of earnings for the year 
1956. Under the provisions of the Chrysler Corp. incentive compensation plan, 
awards may be made only for those years when consolidated net earnings be- 
fore income taxes, provision for incentive compensation, and interest on long- 
term debt exceed 7 percent of the shareholders’ investment and of the long-term 
debt. Earnings for 1956 did not reach this level. 








STOCK OPTION PLAN 





The purpose of the stock option plan, which the stockholders approved on 
April 15, 1952, is to secure for the corporation and its stockholders the benefits 
of incentive inherent in stock ownership by the salaried officers and key em- 
ployees of the corporation and its subsidiaries. A committee of directors not 
eligible to receive options administers the plan and determines the options to 
be granted. 

Under the plan the purchase price of the corporation’s common stock under 
each option is not less than 95 percent of its fair market value on the date of 
granting the option. The term of each option may not be more than 10 years 
and no option may be exercised until the holder has been in the employ of the 
corporation (or of a subsidiary) at least 1 year after the date of granting the 
option. The holder of the option at the end of the first year may purchase up to 
3314 percent of the total number of shares subject to his option, at the end of 
the second year may purchase up to 6624 percent and at the end of the third 
year may purchase up to 100 percent. Except when an option is exercised after 
the death of the holder, no holder of an option may exercise his option unless 
at that time he has been in the employ of the corporation (or of a subsidiary) 
continuously since the grant of his option. At the time of the exercise of any 
option the person who exercises it must represent to the corporation that 
it is then his present intention to acquire the shares for investment and not 
with a view to distributing the shares. 
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The only options granted during the period from January 1, 1956, to January 
29, 1957, were granted on August 2, 1956, to 23 persons covering a total of 64,000 
shares at a price of $61.52 per share, being 95 percent of the fair market value 
of $64.75 per share on that date. This total included options granted to the 
following directors and officers named in the remuneration schedule on page 10: 
R. S. Bright, 2,000 shares; F. W. Misch, 9,000 shares; W. C. Newberg, 7,000 
shares ; and E. C. Row, 10,000 shares. The options that all directors and officers, 
‘as a group, received covered a total of 33,000 shares. 

During the period from January 1, 1956, to January 29, 1957, 4 persons pur- 
chased 3,814 shares of the corporation’s common stock by exercising options. 
The number of shares so purchased by each person named in the remunera- 
tion schedule on page 10, the purchase price per share, and the market value 
per share on the date of each purchase were as follows: C. L. Jacobson, 360 
shares at $69.35, the market value of 110 shares being $76.50 (this purchase was 
reported in our proxy statement of March 5, 1956); and the market value of 
250 shares being $79.69; and Carl J. Snyder, 400 shares at $69.35, the market 
value being $83.19 (this purchase was reported in our proxy statement of 
March 5, 1956). The number of shares that all directors and officers, as a 
group, purchased by exercising options during this period was 760. 


GENERAL AND OTHER MATTERS 


Neither Chrysler Corp. nor the members of its board of directors intend to bring 
before the meeting any matters other than the election of directors, and they 
have no present knowledge that any other matters will be presented to be acted 
on pursuant to the proxy. However, if any other matters properly come before 
the meeting, the persons whose names appear in the enclosed form of proxy 
intend to vote the proxy in accordance with their judgment. In the event that any 
nominee has become unavailable at the date of the meeting, the enclosed form 
of proxy may be voted for a new nominee of the management. 

By order of the board of directors, 


G. T. Hieatns, Secretary. 
Dated Detroit, Mich., March 6, 1957. 


[From the New York Times] 


DELINQUENCIES Up ON TIME PAYMENTS—BANKS REPORT INCREASING 
DIFFICULTIES, WITH AUTO REPOSSESSIONS RISING 


NEW WARNING ISSUED—ASSOCIATION URGES “SELECTIVE APPROACH” IN 
GRANTING INSTALLMENT CREDIT 


Banks throughout the country are experiencing an increase in installment 
credit collection problems and a rise in automobile repossessions, the installment 
credit commission of the American Bankers Association reported yesterday. The 
report covered the 3-month period ended October 31. 

More than 30 percent of the areas reporting to the commission are experiencing 
an unusual increase in automobile repossessions and more than 40 percent of 
the leaders reported a rise in delinquencies, the commission said. It said: 

“There is every indication that collections are getting tougher. Losses from 
repossessions are averaging around $350 after allowing for realer reserves. Other 
credit losses are beginning to become more noticeable.” 


Selectivity is urged 

The data, the commission said, “would tend to support the selective approach” 
to installment credit recommended recently. 

The commission recommended that bankers scrutinize carefully loan applica- 
ase and refrain from lending at what is termed excessive loan values or ma- 
urities. 

Dealer frauds, the commission said, had risen along with the rise in payment 


delinquencies and repossessions. The frauds, it said, were committed by both 
wholesalers and retailers. 


_ “The wholesale fraud losses,” it said, “usually go hand in hand with the lag 
in sales and heavy inventories.” 


Some of the frauds, the commission said, have been quite sizable. 


added, may be the result of “careless handling and lack of attention to the basic 
fundamentals of time sales financing. 


Some, it 
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“Effective control of floorplan activities (dealer financing) and retail paper 
purchased, and a complete understanding of dealer merchandising methods and 
sales practices are more important now than ever.” 


All. classifications off 


With the exception of property-improvement financing and house-trailer finane- 
ing, the commission suid, all classifications of retail installment sales were re- 
ported down. 

“New car stocks were definitely reduced, but stocks of used cars increased 
substantially, with a decided downward pressure on prices evident,” the com- 
mission added. 

Commercial banks, it continued, are continuing to acquire a large part of the 
market for automobile financing. The volume of appliance loans, however, was 
reported off. 

“Even though the economy is beginning to show some measure of adjustment, 
banks must help in every way possible to maintain balance,” it added. 

The commission urged a policy of granting “sound and constructive credit to 
credit-worthy people” and credit policies “based on commonsense and the inten- 
tion of assisting people with their financing problems.” 

The commission gave no geographical breakdown of its data. Nor did it supply 
any reasons for what it termed ‘one of the most disturbing changes” in current in- 
stallment credit conditions. 

The commission is headed by Carl A. Bimson, president of the Valley National 
Bank, Phoenix, Ariz. 


INFORMATION SUPPLIED BY CHRYSLER 


RESPONSE OF CHRYSLER CORP. TO INQUIRIES FROM THE ANTI- 
TRUST AND MONOPOLY SUBCOMMITTEE, COMMITTEE ON THE 
JUDICIARY, UNITED STATES SENATE 

CHRYSLER CorP., 
Detroit, Mich., January 15, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


DeEAR SENATOR KEFAUVER: I have your letters of November 7 and December 
3, 1957, and your counsel’s telegram of November 11, 1957, in which you in- 
vite me as president of Chrysler Corp. to appear before your subcommittee. I 
understand that you have also invited to appear before your subcommittee repre- 
sentatives of Chrysler’s principal competitors and Mr. Walter Reuther, whose 
union is the collective bargaining agent of employees of all the companies in the 
automobile industry. 

In your letter of November 7, 1957, you refer to a proposal Mr. Reuther made 
in August 1957 concerning the pricing of automobiles and indicate that a pur- 
pose of the hearings will be to discuss the problems involved in a wage and price 
formula for the automobile industry. 

I also have your letter of November 26, 1957, to which you attached a list of 
7 questions calling for approximately 250 items of information concerning our 
output, costs (including labor costs), and prices, which you ask me to furnish 
to your subcommittee by January 17, 1958, and your further letter dated De- 
cember 2, 1957, with which you enclosed an eighth question calling for addi- 
tional information. 

It seems to me inconsistent with the intent of the antitrust laws for Chrysler 
to disclose to its competitors, whether privately or in public hearing, either its 
costs or its price data, much less to try to develop an industry formula for pric- 
ing automobiles. Were competitors to discuss and exchange information on 
eosts and price data, this probably would destroy much of the competing that 
has characterized our industry and that has brought great benefits to the Ameri- 
can consumer. In any event, Chrysler is unwilling to disclose these highly con- 
fidential aspects of its business, either privately or in public hearings. 

Some of the information your letter of November 26, 1957, calls for is highly 
confidential competitive information. We believe you will agree, on reflecting, 
that such information ought not to be available to our competitors. 

This is particularly true of most of the hundred-odd items called for by your 
question No. 7. Much of-the information your letter requests, in my opinion, 
is not relevant to the subcommittee’s proper purposes. 
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In the spring of 1958, Chrysler Corp. and the UAW will be bargaining collective- 
ly on the terms of a new labor agreement. Mr. Reuther has proposed demands on 
the automobile industry that he correctly predicted a year ago would be “the 
largest package we have ever demanded.” It is also likely that the union, as in 
the past, again will try to negotiate concerning the prices the automobile manu- 
facturers will charge for their products. It also is not unlikely that the union 
will have much to say about labor and material costs and profits. 

it seems to Chrysier highly inappropriate for this subcommittee to inject itself 
into issues that the union may try to raise in the bargaining next spring. To the 
extent, if at all, that Chrysler is under any obligation to disclose to the union 
information concerning its prices, labor costs, other costs and profits, the Na- 
tional Labor Relations Act gives to the National Labor Relations Board exclusive 
authority to enforce that obligation. It seems improper for this subcommittee to 
substitute itself for the Labor Board or to impose on the automobile industry 
a greater obligation to disclose information than the National Labor Relations 
Act imposes on industry generally. 

As you doubtless know, in August 1957, Mr. Reuther suggested to the Presi- 
dent of the United States a procedure similar to the one you now contemplate. 
The Secretary of Labor, on behalf of the President, rejected the suggestion on 
the ground that it would inject the Government into the collective-bargaining 
process. Harlier, in fact almost a year ago, Mr. Reuther’s union had proposed 
legislation under which companies would have to testify in public hearings con- 
cerning the basis on which they price their products and reasons for changing 
prices. Congress has not seen fit to adopt this proposal, which is so repugnant 
to our system of competitive enterprise. We question the propriety of your 
subcommittee’s imposing a like obligation on one industry. 

l assure you and members of the subcommittee that Chrysler Corp. is willing 
to cooperate with the subcommittee in the subcommittee’s performance of its 
proper duties, and to appear during the subcommittee’s hearings that begin 
on January 28, 1958. We are sending with this letter our response to your 
questions. 

Sincerely, 
L. L. COLBERT, President. 


Question No. 1.—Submit for each of your automotive divisions (@) the sug- 
gested retail selling price, (b) the dealer margin, and (c) the factory prices to 
the dealer for your largest-selling 4-door sedan model and your largest-selling 
2-door sedan, as of each year, for the model years, 1954 to 1958, inclusive. Give 
the name and other identifying information for each model for each year. 

Question No. 2.—Show for each model for which information is submitted 
under question 1 the number produced for the model years, 1954-57. 
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Answers to questions No. 1 and No. 2 


Price—Volume data for 2-door and 4-door sedans—Model years 1954-57 


Difference |United States 

Factory {| Factory between fac-| factory ship- 
Model identification retail wholesale tory retail | ments to 
price ! price and whole- domestic 
sale prices | market 


PLYMOUTH 


1954—2-door Plaza 6 
4-door Savoy 
1955—2-door Savoy 
4-door Savoy 
1956—2-door Savoy 
2-door Savoy 
4-door Savoy 8 
4-door Savoy 8 
1957—2-door Savoy 8__-_ 
8 
8 


—— 


2-door Savoy 8 3__ 
4-door Savoy 8._- 
4—door Savoy 83 


$999.99 8 St 


DODGE 


1954—2-door Royal 8_-..- 
4-door Royal 8 
1955—2-door Coronet 6-- 
4-door Royal 8__- 
1956—2-door Coronet 8. __ 
2-door Coronet 8 2_ 
4-door Coronet 8__.___-- 
4—door Coronet 8 2 
1957—2-door Coronet 8- 
2-door Coronet 8 3 
4-door Coronet 8 
4-door Coronet 8 3 


DE SOTO 


1954—4-door Firedome 

1955—4-door Firedome- 

1956—4-door Firedome _____--.-- ea . ; 
4-door Firedome ?__ abe caaan : k . 5 44, 611 

1957—4-door Firedome___. E. ¥ é Mee 
4-door Firedome 3___- i abe { ‘ 50 . 50 | 22, 583 


CHRYSLER 


1954—4-door Windsor_____.________-_ as ah $2, 350 .é 29, 573 
1¥65—4-door Windsor 2,412 1 : 58, 220 
1956—4-door Windsor_- ; 2, 565 . 7 : 47, 123 
4-door Windsor 2 
1957—4-door Windsor 
2, 811 


IMPERIAL 


1955—4-door Imperial_____- ae ee ree 4, 105 3, 7 1, 026, 2: 7, 519 
1956—4-door Imperial 4, 381 | : ‘ 1,095.25 | 6, 579 
4-door Imperial ?_______- adghihe i 4, 428 3, 320. 75 1, 107. 25 


1957—4-door Imperial .._..__.._...._.._..... 4, 347 3, 260. 2: 1) 086. 75 5, 197 


ee. ee 4,416 | 3, 312 1, 104. 00 | 


1 Chrysler Corp. does not publish a ‘‘suggested retail selling price.” However, it does publish a factory 
retail price at factory, Detroit, Mich. 

2 Effective Feb. 28, 1956, the published vehicle prices were adjusted in conjunction with a change in desti- 
nation charges which more nearly equalized dealers’ delivered costs throughout the country. 

3 Effective Jan. 2, 1957, the published vehicle prices were adjusted to include the cooperative advertising 
charge previously billed as a separate item. 
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Price—Volume data for 2-door and 4-door sedans, 1958 model year 





Difference 
Factory Factory between 
Model identification retail price wholesale | factory retail 
price and whole- 
| sale prices 
Plymouth: 
O.pbe Bat idk. cd Gasca TED ond is es es Redes 
4-door Savoy 8 
Dodge: 
2-door Coronet 8 


$517. 00 
528. 00 


561. 00 
579. 00 
674. 50 
712. 25 
1, 129. 00 


fe 
he 
Rr 
Sz 
ss 


Seer ss 
SSSOOH 
Sssss 


Chrysler: 4-door Windsor 
Imperial: 4-door Imperial 


PP Ppp 





Note.—Due to an apparent typographical error in question No. 1 attached 
to Senator Kefauver’s letter of November 26, we have assumed that reference to 
largest selling models precluded assumption that the period under question was 
1954-58. Our answer, therefore, included the period 1954-57. However, on 
page 3 we are also providing the pricing data for 1958 2-door and 4-door sedans 
based on our 1957 largest selling models. 

Question No. 4.—Show for each automotive division your output of passenger 
cars by model year for the period 1954-57, inclusive. 


Answer to question No. 4.— 


Factory shipments—United States domestic market—Model years 1954-57 


| 1954 1955 1956 | 1957 


| 


402, 455 631, 678 498, 180 637, 104 

149, 016 270, 041 230, 941 278, 011 

72, 432 111, 869 106, 645 114, 679 

97, 933 144, 022 118, 047 112, 005 

aguicdotcwdeupekibikitsgandabionatinawinilanmewaganaraee 10, 308 34, 540 


721, 836 1, 168, 617 964, 121 1, 176, 339 


Question No, 5.—Show for the year 1956— 
(a) The amount of finished steel purchased by you in net tons; 
(b) The total cost of finished steel purchased by you; 
(c) The amount of steel produced by you, if any, in net tons. 
Answer to question No. 5.—Finished steel purchases, year 1956. Chrysler 
Corp. does not produce finished steel. Our records shows that during 1956 we 


received under our blanket purchase orders for finished steel the following types 
and tonnages: 


Type : Net tons 
Cold-rolled sheets 674, 918 
ND aca capsids ch an Mi taper han lt capcsonen colin wtb 100, 593 
Other flat-rolled steel 19, 916 


Hot-rolled alloy bars 
Crankshaft billets 
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pes estimate that the cost of steel purchased by Chrysler in 1956 was $130 
million. 
Question No. 6.—Estimate for your automotive divisions, as a whole and per 
car produced, the effect of the August 1956 increase in the price of steel on— 
(a) The cost of steel purchased by you as such; 
(0) The cost of parts purchased by you. 
“aa similar estimates reflecting the increase in the price of steel in July 


Answer to question No. 6—Effect of steel price increases August 1956 and 
July 1957 


As to the cost of steel purchased as such by us for a representative car, we 
estimate that the effect of the increase in steel prices was approximately $10 in 
August 1956 and $7 in July 1957. 

The effect of the August 1956 and July 1957 steel price increases on the cost of 
parts purchased by us cannot be realistically ascertained. All suppliers who 
consume steel in their manufacture of parts purchased by Chrysler have ex- 
perienced cost increases as a result of the steel price increases. Such steel cost 
increases to Chrysler suppliers, however, are only one of many factors evaluated 
when these suppliers and Chrysler consider changes in the prices of parts pur- 
chased by Chrysler. 

Question 7.—Present for each division the following information for the years 
1954, 1955, 1956 and 1957: 

(a) Sales, costs and income: 
(1) Units sold—in the case of car divisions 
(2) Total net sales—value, distributed among— 
(a) Cars and equipment; 
(b) Parts and accessories ; 
(c) Sundry. 
(3) Total factory costs, distributed as in (2) and showing separately 
for the divisions— 
(a) Maetrial costs; 
(b) Labor costs. 
(4) Net income, before and after taxes, distributed as in (2). 
(b) Distribution of sales of parts and accessories : 
(1) Sales to other divisions within your company. 
(2) Sales to other dealers; 
(3) Other parts and accessory sales. 
(c) Purchases from other divisions within your company 


Answer to question No. 7.—Consolidated operating results, 1954-57 


Details of vehicles sold in the years 1954, 1955, 1956, and estimated for 1957 
follow : 





1954 1955 1956 | 1957 





426, 888 814, 578 | 495, 285 | 684, 313 
171,015 332, 484 251, 835 | 326, 649 
73, 321 134, 305 105, 823 | 117, 071 
103, 381 168, 901 102, 178 123, 012 
1, 802 13, 393 12, 351 37, 889 
107, 362 115, 554 110, 405 92, 647 


| 883,769 | 1,579,215 | 1,077,877 1, 381, 581 





Sales, cost and profit information for Chrysler and its consolidated subsidiaries 
are contained in the attached annual reports for the years 1954, 1955, and 1956, 
and the 1957 9-month report. 

We are not supplying sales, cost, and profit data on our individual operating 
divisions, because these are confidential competitive information. 

Question No. 3—For the purpose of measuring price changes for a reasonably 
comparable product, submit for each automotive division for the largest selling 
4-door sedan and 2-door sedan, as of 1957, the suggested retail selling prices for 
each model year, 1954-58, adjusted so that similar standard equipment is in- 
cluded on each year’s model. Describe the adjustments made in standard equip- 
ment and indicate prices thereof. 
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Question No. 8.—Show for each model for the 4-door and 2-door sedans of 
Plymouth, Dodge, and De Soto for each model year from 1950 to 1958, inclusive, 
(@) each part, accessory or other item of equipment which became standard 
equipment during the year but was optional equipment during the preceding 


year and (0b) the suggested retail price for such optional equipment during that 
preceding year. 


Answers to questions No. 3 and No. 8.—Specifications, value and prices, 4-door 
and 2-door sedans, various model years 


Question No. 3 requests data “for the purpose of measuring price changes for 
a reasonably comparable product” for the largest selling 4-door and 2-door sedans 
(as of 1957) in each line for the model years 1954-58, adjusted so that similar 
standard equipment is included on each year’s model. In addition, it requests 
a description of adjustments in standard equipment, together with prices for 
the various items shown. Question No. 8 requests similar data, covering a 
longer period of time and excluding our Chrysler line of cars. 

These questions are based on the assumption that automobiles are reasonably 
comparable over a period of years, and it is therefore possible to measure price 
changes in the manner that changes in the prices of identical commodities can be 
measured. Any such assumption is incorrect. Just the opposite is true. Indi- 
vidual models of cars are changed and improved from year to year. Further, 
changing optional equipment to standard equipment is a minor part of this im- 
provement from year to year. 

We are attaching a comprehensive study covering our largest selling passenger 
car, the the Plymouth 4-door sedan. This study, Plymouth product change anal- 
ysis (incorporated herein), covers our 1938, 1948, and 1958 models. Detailed 
specifications, comparative tables of special features and a comprehensive dis- 
cussion of relative product values are incorporated in this study. From this, it 
can be seen that it is essential to recognize changes in such product character- 
istics as performance, ride, appearance, safety, comfort, convenience of use, re- 
liability, economy, and durability. 

This analysis is based on cars separated by 10-year intervals to dramatize the 
process by which automobiles evolve on a long-term basis. However, in propor- 
tion, the same conclusions as reached in the analysis may be drawn regarding 
each yearly model in relation to its immediate predecessor. 

These features, representing value changes from year to year, along with 
changes in competitive conditions, product mix, volume and many other factors, 
must be taken into account before a simple price comparison could have any 
real meaning. 

Most of the product changes discussed in our Plymouth product change analy- 
sis are not included in the category of items that shift from optional to standard 
equipment, and therefore no prices are available. 

We should like also to emphasize that the multiplicity, complexity, and inter- 
relatedness of body and chassis components in a modern motorcar each year 
enlarge the job of designing and improving our automobiles. Each change and 
development has its effect on many other components, forcing design and specifi- 
cation revisions in many parts of the car. For example, the public demand for 
improved performance has not only required complete engine redesign from time 
to time, but has also called for changes in the whole drive train, transmission, 
propeller shaft, differential, and axle. Such changes even affect other com- 
ponents such as the exhaust system, generators, and water pumps. 

We have also prepared and attach hereto schedule A showing specifications 
and factory retail prices of our largest selling (based on 1957 models) 4-door 
and 2-door sedans, by division, for the 1954 through 1958 models. This attach- 
ment shows some of the principal specification changes in our products. Also 
set forth are the vehicle factory retail prices, at Detroit, plus the retail prices 
for items which were offered at one time as optional equipment and which sub- 
sequently became standard equipment. 

An examination of the 1954 and 1958 Plymouth Savoy 4-door sedans shows an 
increase in weight of 411 pounds, partially due to the fact that the Plymouth 
Savoy in 1954 was a 6 cylinder engine model exclusively. The wheelbase has 
been increased by 4 inches. The increase in overall length is approximately 
11 inches. The 1958 model is approximately 5 inches wider. The increase in 
total glass area is over 1,000 square inches. The electrical system is now 12- 
volt instead of 6. Total braking area has increased from 158 to 184 square 
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inches. The torsion bar suspension system has replaced coil springs. These 
are but a few of the many significant product changes actually made. 

In addition, we submit herewith schedule B which shows for each model of 
the 4-door and 2-door sedans of Plymouth, Dodge, and DeSoto for each model 
year from 1950 to 1958 each part, accessory, or other item of equipment which 
became standard equipment during the year but was optional equipment during 
the preceding year and the factory retail prices for such items during the pre- 
ceding year. 

The attached schedules, covering our largest selling sedans, in addition to 
the previously mentioned 1938-1948-1958 Plymouth product change analysis, 
clearly indicate the constant attention we must and do give to the improvement 
of our products year after year. It is through continuous achievement of in- 
creasing product value that we are able to satisfy the public demand for auto- 
mobiles that perform better, last longer, drive more easily and safely, and have 


more appearance appeal. Only thus can we compete successfully in the auto- 
mobile business. 


Answers to questions No. 8 and No. 8, schedule A 


Specifications and factory retail prices of the Plymouth Savoy 8-cylinder 2-door 
and 4- door sedans—Model years 1954-58 * 


1954 1955 1956 


Measurements: 
3, 004 
114 
193. 5 
73.5 
61.8 
3, 123 


6 cylinder 8 cylinder 


Engine: | 
Bore and stroke 3.25 x 4.37 | 3.44 x 3.25 | 3.63 x 3.26 | 3.91 x 3.13 | 3.91 x 3.3 
Compression radio- 71:1 7.6:1 8.0:1 8.5:1 9.0:1 
isplacement 218 241 270 3 


Single Dual Dual 

Electrical volts 6 6 12 
166 166 
nsion: 
Saar Coil Coil Torsion 
4-leaf 4-leaf 4-leaf | 

6.70 x 15 6.70 x 15 7.50 x 14 


| $1,770.00 | $1,874.00} $2,028 | 
$1, 810. 00 $1, 914. 00 $2, 071 

Optional equipment which subsequently 

became standard: 

Oil filter—replaceable ' Standard alsthecnete eanel 
Directional signals i $15. 00 | $15. Standard | 
So $8. 25 : Standard 
Dual headlights 230 | Standard 











1 Best selling 1957 models. 

? The 1957 Plymouth models were engineered for dual headlamps which, although not formally offered 
to the public, could have been installed as optional equipment on the 1957 models and were incorporated 
as standard on the 1958 models. Accordingly, the published factory retail price at Detroit for this option 
on the 1957 De Soto Firedome and Fireflite lines has been used. 
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Specifications 


Measurements: 


NG ie ae a cae ata pounds-_- 
Wheelbase 


Glass area 
Engine: 
Bore and stroke 
Compression ratio. ..__-- 
Displacement 
Carburetion 
Electrical-volts_ We wp eae Es ee 
MUNIN S vine ginte mentale annie square inches__ 
Suspension: 
Front 
Rear - - 
Tires 
Introductory factory retail prices: 
2-door_ oe : 
4- door... 


cubic inches_- 


Optional equipment which subsequently | 


became standard: 
Arm rests, front 
Arm rests, rear 
Sun visor, right 
Cigar lighter . 
Directional signals 
Dual headlights_--___- 


1 Best selling 1957 models. 


a $5 


1954 


3, 195 
119 
205. 5 
73.5 
62.0 


3,018 | 


3.43 x 3.25 
7.1:1 


Dual 
6 
158 


5-leaf 
7.10 x 15 


"$1. 995 


$5. 80 
$2. 30 
$3. 00 





240 | 


Coil | 


.80 | 


1955 


3, 395 
120 


212.1 
74.5 
60. 6 

8, 452 


3.63 x 3.26 
7.6:1 

270 

Dual 


Coil 
5-leaf 
7.10 x 15 


$1, 941 


$6. 00 


o 








6 | 
174 | 


$2, 008 | 


Standard 


| Standard | 
$3 | 





1956 


3, 435 
120 
212.0 
74.6 
60. 6 
3, 452 


3.63 x 3.26 
8.0:1 

270 

Dual 

1! 

17 

Coil 
5-leaf 
7.10 x 15 


$2, 061 | 


$2, 129 


Standard 


Standard 


—5 8 ? 


2 
4 | 





1957 


3, 620 | 
122 
212, 2 
ad. 
56. 6 
4, 148 


3.69 x 3.80 
8.5:1 

325 

Dual | 

12 

207 


Torsion 
4-leaf 
7.50 x 14 





$2, 224 | 


#30 | 
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and factory retail prices of the Dodge Coronet 8-cylinder 2-door 
and 4-door sedans—Model years 1954 


3, 620 
122 


213.8 
78.3 
56. 6 

4, 148 


3.69 x 3.80 
9.0:1 

325 

Dual 

12 

207 
Torsion 
4-leaf 

7.50 x 14 


$2, 335 
$2, 410 


Standard 





2 The 1957 Dodge models were engineered for dual headlamps which, although not formally offered to the 
public, could have been installed as optional equipment on the 1957 models, and were incorporated as stand- 


ard on the 1958 models. 


De Sota Firedome and Fireflite lines has been used. 


Accordingly, the published factory retail price at Detroit for this option on the 1957 


Specifications and factory retail prices of the De Soto Firedome 4-door sedan— 
Model years 1954-58 * 


Measurements: 
Weight 
Wheelbase. - .- 
RS cas 
Width... 
Height. 

Glass area__-_- 


pounds 

inches 

..inches 
.-inches-- 

inches 

.-Square inches 


Engine: 
Bore and stroke 
Compression ratio. 
Displacement 
Carburetion___-- 
Electrical: volts__-- 
Brake area 
Suspension: 


Introductory factory retail prices: 4-door_.. 
Optional equipment which subsequently 
became standard: 
Wheel covers 
Carpeting 
Dual headlights 


1 Best selling 1957 models. 
2 Not available. 


1954 


125. 5 
214. 5 
77.5 
62.5 
3, 093 


3.44 x 4.50 
7. 0:1 

251 
Single 

6 


201 


Coil 
4-leaf 
7.60 x 15 
$2, 186. 00 


$6. 00 
(2) 
(?) 





3, 590 | 


6 cylinder 


| 
1955 


3.72 x 3.34 
7. 5:1 

291 

Dual 

6 

201 


Coil 
4-leaf 
7.60 x 15 
$2, 268 


Standard 
(?) 
(?) 








1956 


3, 855 | 


126 
217.9 
78. 3 


60.6 | 
3, 398 | 


8 cylinder 


3.72 x 3.80 
8. 5:1 

330 

Dual 

12 

251 

Coil 


5-leaf 
7.60 x 15 


$2, 393. 00 


“" $13. 20 
(2) 





20 | 
“1 | 
i 
al | 
2 
1 


34 
1 
25 


Torsion | 
5-leaf 

8.50 x 14 | 

$2, 636. 00 | 


4.12 x 3.38 
10. 0:1 

361 

Dual 

12 

251 
Torsion 


5-leaf 
8.50 x 14 


Standard 
Standard 
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Specifications and factory retail prices of the Chrysler Windsor 4-door sedan— 
Model years 1954-58 * 





1954 1955 1956 | 1957 





Measurements: 
3, 900 
126 


78.8 
60. 6 





Bore and stroke . . ‘ 3.63 x 3.63 | 
Compression ratio .0: 8.0:1 
Displacement wd 265 301 ‘ 354 | 3 

Carburetion Dual f Dual 

: 6 6 12 

I Be ied square inches_- 201 ‘ 230 

Suspension: 

Coil i Torsion | Torsion 

5-leaf 6-leaf 6-leaf 


‘ , 7.60 x 15 -60 3 8.50 x 14 
Introductory factory retail prices: 4-door _- $2, 412 


Optional equipment which subsequently 
became standard: 
Map light 4 a ae 
Hand brake flasher $4 $4 | Standard |_- aus iecl 
$13.30 | Standard | 
Standard $10 | 


Body side moulding __....---.--| Standard | $9.80 | Standard 











| 
| 
Dual headlights . (2) $30. 40 Standard 


1 Best selling 1957 models. 
3 Not available. 


Factory retail price of optional equipment (preceding year) which became 
standard in the model year—Model years 1950-58 


| | | 
1950 1951 1952 1953 1954 | 1955 | 1956 1957 
| | 


Plymouth Plaza and prior compar- 
able models: 
Electric windshield wiper 
Armrests, rear... _-.- | 
Molding, windshield and rear 
window_. 

Directional signals- ; 
Molding, front fender and door 


side 
Dual headlights. ol 
Plymouth Savoy and prior. compar- 
able models: 
Electric windshield wiper. --.--- 
Armrests, rear_.-.-- 
oi filter, replaceable ¢ “element 
(8-cylinder) _- sitelime an 
Directional signals- 
Foam rubber seat, front_ 
Dual headlights_ 
Plymouth Belvedere and prior com- 
parable models: 
OES EEE aa 
2-tone paint 
Cigar lighter 
Electric clock 
Oil filter, replaceable element 
(8-cylinder) 
Foam rubber seat, front 














1 The 1957 Plymouth models were engineered for dual headlamps which, although not formally offered 
to the public, could have been installed as ae equipment on the 1957 models, and were incorporated 


as standard on the 1958 models. Accordingly, the published factory retail price at Detroit for this option 
on the 1957 De Soto Firedome and Fireflite lines has been used. 
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Factory retail price of optional equipment (preceding year) which became 
standard in the model year—Model years 1950-58 


| 
1950 | 1951 | 1952 | 1953 | 1054 | 1955 | 1956 | 1957 | 1958 


Dodge Coronet 6- and 8-cylinder and 
prior comparable models: 
Armrest, rear - 
Electric windshield wipers 
Foam rubber, front 
Sun visor, right 
Armrests, front... =............--}. stihl teeth ata tie in eespating 5 


Glove box lock 
Cigar lighter 
Directional signals 
Dual headlights. _ ---_- 
Dodge Royal and prior comparable 
models: 
Glove box lock 
Cigar lighter-- 
Directional signals 
Stone shields 
Carpets_- 
Dual headlights__ 3s a 
Dodge Custom Royal and prior com- 
parable models: 
ee eo San adel oe sic ealie sckieedualamneaa tam waste | 
Dual exhausts 
Dual headlights. ._..........-..- 





1 The 1957 Dodge models were engineered for dual headlamps which, although not formally offered to the 
public, could have been installed as optional equipment on the 1957 models, and were incorporated as stand- 


ard on the 1958 models, aces’, the published factory retail price at Detroit for this option on the 
1957 De Soto Firedome and Fireflite lines has been used. 


Factory retail price of optional equipment (preceding year) which became 
standard in the model year—Model years 1950-58 





| 


| 1950 | 1951 | 1952 | 1953 | 1954 56 | 1957 | 1958 


De Soto Firesweep:! Dual head- 
lights _- | .---|?$30. 00 
De Soto Firedome and prior compa- | 
rable models: 
Peer amene... oo hee sce 
Armrest, right front 
Directional signals 
Wheel covers. - _- 
Carpeting, front and rear 
Dual headlights____- 
De Soto Fireflite and prior compa- | 
rable models: 
Plastic steering wheel_- 
Wheel covers. 
Automatic transmission-- 
Dual headlights_._...........-- 
Handbrake flasher 




















1 aoe De Soto Firesweep line was introduced in the 1957 model year, and no prior comparable models 
existed. 

2 The 1957 De Soto Firesweep models were engineered for dual headlamps which, although not formally 
offered to the public, could have been installed as optional equipment on the 1957 models, and were incorpo- 
rated as standard on the 1958 models. Accordingly, the published factory retail price at Detroit for this 
option on the 1957 De Soto Firedome and Fireflite lines has been used. 
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PLYMOUTH PRODUCT CHANGE ANALYSIS 


Section 1. INTRODUCTION, ANALYSIS OF ADDED VALUES, 1938-58 


The largest selling 1958 four-door Plymouth sedan is radically different from 
vehicles of 1948 and 1938 with the same name and general description. In a real 
sense, these three models are comparable only in nomenclature. 

Four-door Plymouth sedans of 1958, 1948, and 19388 had components called 
engines, wheels, bodies, frames, suspension systems, and transmissions. These 
components in the 1958 model, however, bear little resemblance to those of 1948 
and 1938 in such terms as specification, complexity, and performance. 

The 1958 sedan is larger, roomier, more efficient, more durable, more comfort- 
able, more attractive, easier to care for, pleasanter to drive, and safer than 
either the 1948 or 1938 sedans. 

It contains more materials, more standard parts, more standard accessories, 
and more and larger instruments than earlier models. 

Engines are more powerful and more complex. One engine was standard in 
1938 and 1948; in 1958, buyers have a choice of 6 different power outputs on 3 
distinct engines, including 1 equipped with a fuel-injection system. 

Transmissions are more complex and more efficient. In 1938 and 1948, buyers 
had a choice of standard three-speed manual transmission and an overdrive. In 
1958, buyers have a choice of 2 automatic transmissions in addition to the over- 
drive and 3-speed manual transmission. 

Steering and suspension systems have been changed drastically and now 
are integral elements of one complex. 

Brakes are larger, more effective, more durable. 

Glass area is almost twice as much as in 1948, more than twice as much as 
in 1938. 

The 1958 sedan has dual sealed-beam headlights, providing a better light pat- 
tern, better diffusion of light, and more candlepower than the single headlights 
of 1948 and 1938. 

Improved engine mountings, quieter and smoother engines, better gears, better 
exhaust mufflers, and sound-deadening materials in many parts of the 1958 
sedan eliminate sound distratcions and driver irritations present in the 1948 
and 1938 sedans. 

Upholstery materials are stronger, less subject to tear, ripping, wear, and 
fading, and are available in a wider range of fabrics and colors than in 1948 
or 1938. 

Interior and exterior paints, improved through the use of expensive resins and 
pigments, are more durable and less subject to chipping and fading. 

The 1958 sedan has a greater range of seat positions, and integral seat design 
adds a safety factor not included in 1938 and 1948. 

Aluminum step plates have replaced rubber step pads or running boards of 
earlier models, and the appearance and durability of interior hardware have 
been improved by use of chrome plating instead of nickel plating. 

A vastly wider range of optional equipment, such as power steering, power 
brakes, power window and seat lifts, pushbutton automatic transmissions, air 
conditioning, and search-tune radios are available for the 1958 sedan than for 
the 1948 model. Most of these did not exist in 1938, and some did not exist 
in 1948. 

The net result of these and other changes, innovations, and improvements 
is a great increase in the value, direct and indirect, of the product. Value has 
increased not only in terms of the use to which the vehicle is put but, also, in 
terms of pleasure, comfort, and satisfactions derived by the user. 

A wider range of body styles, powerplants, power assists, and accessories now 
available makes possible the selection of a vehicle in terms of its value for a 
particular usage. 

More efficient engines, transmissions, brakes, and improved steering and sus- 
pension systems have added directly to value in terms of function as well as 
comfort and ease of handling. 

Addition of such standard components as turn signals and dual sealed-beam 
headlights, improvements in window glass, and increase in the glass area have 
added to value in terms of safety. 
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Owner pleasure and satisfaction have been increased by advanced styling, by 
the increased range of choice in interior and exterior colors and interior fabrics. 

Overall value has been added by the introduction of better and more corrosion- 
resistant metals and alloys and by greater precision in the manufacture of all 
parts and components. 

Providing these improvements and innovations has increased costs, not only 
because amounts of materials used have increased in many instances and be- 
cause many new materials are more expensive than those formerly used, but 
also because change and innovation involve vastly increased expenditures for 
research, styling, and engineering development. 

Customer demand for increasing numbers of vehicle types and body styles has 
required a steadily expanding and increasingly complicated styling procedure. 
Styling concerns any part of an automobile that is seen—interior layout, seats, 
instrument panel, trunk compartment, and the entire exterior of the car. De- 
velopment of new styles requires a progression of time-consuming steps, from 
the original idea to sketches, to clay models, to full-size Fiberglas mockups, to the 
final building of prototype cars of metal. 

Every factor of automotive engineering has become more complex and ex- 
pensive. The 1958 automobile involves a great multiplicity of complicated and 
interrelated components. Each change and development has its effect on many 
other components, often forcing major design revisions in parts of the chassis 
not directly concerned with the original change. Increased engine horsepower 
for performance, for example, not only require complete engine redesign, but 
also calls for changes in the whole drive train—transmissions, propeller shafts, 
differentials, and axles. Even exhaust systems must be modified to handle the 
greater output. Higher engine speeds affect driven accessories such as gener- 
ators and water pumps. 

Styling also has a profound effect on chassis design, forcing the engine com- 
partment into a broad, flat space instead of a high, narrow one, and altering the 
entire suspension system to fit the reduced space. 

The fitting together of hundreds of parts that make up a complete 1958 
Plymouth sedan requires continual checking and inspection with precision in- 
struments and, also substantially complicates the assembly process. 

In short, the 20 years covered by this study of the best selling 4-door Plymouth 
sedan has seen a succession of revolutions in automotive styling and engineer- 
ing and many fundamental changes in automobile manufacturing processes, 
The automobile has undergone rapid year-by-year evolution to meet the needs of 
a more mobile population, the growth of suburban living, the development of 
road networks, and the increasing number of women drivers, and also to satisfy 
the changing tastes and desires of automobile buyers. As a result, no two models 
are alike year to year; each successive model is a new product. 





3736 ADMINISTERED PRICES 


Secrion 2. DIMENSIONAL, TRIM, FEATURES, AND EQUIPMENT COMPARISONS 


Plymouth dimensional comparison, top-line 4-door sedan 


1938 1948 
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Soars 


Trunk compartment volume 
Width, deck lid opening 





1 Base of windshield to base of backlight. 

: a dimension. 

+ Black, medium blue, dark blue, medium green, beige, medium gray, dark gray, and yellow. 

‘ Black, medium blue, dark blue, medium green, dark green, beige, medium gray, dark gray, and maroon. 

5 Black, light blue, medium blue, dark blue, white, light green, medium green, beige, coral, brown, 
medium gray, turquoise, light red, dark red, yellow, and gold. 

* Not available. 

7 Measured to base of accelerator. 

* Seat cushion width, 
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Plymouth interior-trim comparison, top-line 4-door sedan 


Number of trim color combi- 
nations. 
Upholstery material Broadcloth or mohair; 


all leather optional. 


Burlap-encased individ- 
ual coils. 
Felted sisal and cotton -- 


Cotton cloth 


Rear 
Hardware, handles and knobs. N ic et lated 
Steering wheel material Painted hard rubber. - -- 
Sun visor covering Cotton cloth 
Trunk fioor covering 


SAFETY FEATURES 


Backlight, 1-piece curved 

Brake pedal, wide 

Bumper guards, standard 
Defroster, standard with heater 
Directional signals, standard 

Door latch, self-tightening 

Glass, safety, all windows 

Glass, tinted, available 

Head lamps, dual 

Head lamps, fender-mounted 
Head lamps, sealed beam 

Horns, dual, standard 

Horn ring, standard 

Instrument panel, glareproof paint 
Instrument panel, ay ee 1 
Lights, back-up 

Light, fog, available 

Mirror, inside, glareproof (prismatic), standard 
Mirror, outside, available 

Safety pad, instrument panel, available 
Seat belts, available 

Sun visors (2), standard 

Sun visors, safety padded 

Steering wheel, recessed hub 
Taillights, dual, standard 
Windshield, wrap-around 


Windshield washer, available__---_..........---.--------- 


Windshield wipers, dual, standard 
Windshield wipers, electric 
Windshield wipers, variable-speed 


Pile fabric (3) or broad- 
cloth (2) with leather- 
ette scuff areas. 

Burlap-encased individ- 
ual coils. 

Felted sisal and cotton. 


Cotton cloth (2 colors) ..- 


Black rubber........-..- 
arpet 

Chrome 

Painted 


1 Panel designed so that all knobs and dials are recessed from leading edge. 


Viscose-metallic jac- 
quard cloth with 
vinyl bolsters. 

Modified formed 


wire. 

Foam rubber stand- 
ard front. 

Cotton cloth (6 
colors). 


0 t (4 colors). 


Chrome plated. 
Painted hard rubber. 
Cotton cloth. 
Rubber mat. 
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Plymouth features comparison, top-line 4-door sedan—Continued 


COMFORT AND CONVENIENCE FEATURES 


Air conditioning, available 

Armrests, front, standard 

Armrests, rear, standard 

Ash receiver, front 

Ash receiver, rear | 
iin Dodie ttn detidkenad nds ced cinakcnsndstasaenenonnecoes | 
Automatic transmission control, push button 

Blanket, underhood 

Cigar lighter, standard 

Clock, electric, standard 

Coat hooks--.-...-.- Doc awlonnearien 

Deck lid, counterbalanced 

Deck lid latch, push button 

Door check 

Door handles, pull type 

Door latch, rotary 

Door-operated light switches, standard 

Hand brake handle, T-grip 

Heater, fresh air, available 

Heating outlet, rear seat, available 

Hood, counterbalanced 

Light, glove box 

Light, luggage compartment, available-_- 

Light, map 

Light, outside spot, available 

Light, warning, hand brake, available 

Lights, warning (oil, generator) 

Lock, glove box, standard 

Mirror, vanity, available 
ee en ee eee. Sd ohatnonsetsiebuscdeeaoncbabensl I 
Se dB SE a ae ec |N 
ann. db dg casGewanssunnscanucnsesenessne! N 
Radio, search-tune, available__...............-----. \ Sl ubdaattbiauiicaiwawlets | 
Radio, transistorized, available |} 
Radio speaker, rear seat, avail 
Robe cord, rear seat 

Running board, concealed (step plate) 

Seat cushions, foam rubber, front, standard 

Scuff pads, seats and door panel 

Starting, ignition key 

Starting, push button ? 
Tool kit : No..... 
Window, rear quarter vent | cee 


APPEARANCE FEATURES 


Cospetine, ES Se ee a ee ; 
Deflector, exhaust, available 

Door panel molding, interior, standard 
Fender skirts, rear 

Grille, anodized aluminum 

Grille, stainless steel 

Hubcaps, stainless steel_-_.---._.._---- 
Interior trim, metallized plastic inserts 
License plate frames, available 
Moldings, exterior, stainless steel z 
Molding, windshield outside reveal. ---.........------.-----------.------ : 
Paint, metallic 

Paint, 2-tone combinations, available 

Steering wheel, 2-tone en available caoccoest a 
Stone enields, stemdard. ...................... Peds tvebtesebindescuss< 
Styling, Flight-Sweep 

Taillight lens, molded plastic 

Trim, color-anodized aluminum.--...-.....-..--- 

Upholstery, imitation leather 

Upholstery fabrics, jacquard -.---..............---..--.- ete wtiekciuioeianes “ 
Upholstery fabrics, washable : 
a ease nbnibesnabucersie : 
Wheel rings, chrome, available---.------ . 

Windshield wipers, chrome plated, standard. -------- 

















I Standard equipment 
1948 (not available in 1938)— 


Backlight, one-piece curved 
Defroster, standard with heater 
Headlamps, sealed beam 

Horns, dual 

Horn ring 

Sun visors (2) 

Taillights, dual 

Coat hooks 

Deck lid, counterbalanced 
Door check 

Door latch, rotary self-tightening 


1958 (not available in 1938) 


Backlight, one-piece curved 
Defroster, standard with heater 
Headlamps, sealed beam 

Horns, dual 

Horn ring 

Sun visors (2) 

Taillights, dual 

Windshield wipers, dual 

Coat hooks 

Deck lid, counterbalanced 

Door check 

Door latch, rotary self-tightening 
Door-operated light switches 
Hood, counterbalanced 

Lock, glove box 

Running board, concealed 

Scuff pads, seats and door panel 
Door panel molding, interior 
Molding, exterior, stainless steel 
Molding, windshield, outside reveal 
Armrests, front 

Brake pedal, wide 

Directional signals 

Door latch, safety 























II, Customer selection 
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EQUIPMENT COMPARISON STUDY, PLYMOUTH 4-DOOR SEDAN, TOP LINE 


Door-operated light switches 
Hood, counterbalanced 

Lock, glove box 

Running board, concealed 

Scuff pads, seats and door panel 
Door panel molding, interior 
Molding, exterior, stainless steel 
Molding, windshield, outside reveal 
Armrests, front 

Windshield wipers, dual 


Dual headlamps 

Instrument panel glareproof paint 
Mirror, inside, glareproof (prism) 
Windshield wraparound 
Windshield wipers, electric 
Cigar lighter 

Electric clock 

Deck lid latch pushbutton 

Door handles, pull type 

Light, map 

Lights, warning (oil, generator) 
Seat cushion, foam rubber 
Starting, ignition key 

Carpeting, deep pile 

Grille, anodized aluminum 
Interior trim, metallized plastic inserts 
Paint, metallic 

Stone shields 

Taillight lens, molded plastic 
Trim, anodized aluminum 
Upholstery, plastic 

Upholstery fabrics, jacquard 
Upholstery fabrics, washable 
Wheel covers 











A. Color: 





2. 2-tone treatments 














112 standard on 1958 model, 
22 standard on 1958 model. 





III, Available equipment 


1948 (not available in 1988)— 
Outside rear view mirror 
Windshield washer 
Radio, pushbutton 

1958 (not available in 1938)— 
Outside rear view mirror 
Windshield washer 
Radio, pushbutton 
Glass, tinted 
Light, backup 
Safety pad, instrument panel 
Seat belts 











I eee 


B. Optional pieces of equipment_._--_.-------- SARS 





| 1 


easiaians 8 10 
0 | 0 96 
132 | +15 | 22 





Sun visors, safety padded 
Windshield wipers, variable speed 
Air conditioning 

Blanket, underhood 

Light, hand brake warning 

Power seat 

Power windows 

Radio, search tune 

Radio, transistorized 

Paint, two-tone combinations available 
Steering wheel, two-tone plastic 
Trim, color anodized aluminum 
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Section 3 


ENGINE, ELECTRICAL, CLUTCH, AND TRANSMISSION COMPARISONS 





Engines 

1938 1948 1958 
IIE Doda tantcnpensacececuns nae 8 cylinder. 
inom nnntcket del wunehinies hind ad beadnenacenencessu= V-type 
Side valve, L-head_. Side valve, L-head_.._.________- ; Overhead valve: 
Displacement, 201. 3 cubic inches. Displacement, 217.8 cubic inches._| Displacement, 318 cubic inches, 
Bore, 3% inches. -........-.-.-.- I a cues Bore, 3.91 inches. 
Stroke, 4% inches--_-_........-- Stroke, 434 inches. ._.........._.-- Stroke, 3.31 inches. 
Long stroke design. -.._.......--- Long stroke design....___....._..- Short stroke design. 
Compression ratio, 6.7:1.......-.. Compression ratio, 6.6:1_......-.-- Compression ratio, 9.0:1. 
EE i a neeeewn conse. 95 horsepower-------------- : 225 horsepower. 
ao 485 pounds. -..........- Weight, 500 pounds. -_..__._.___-- Weight, 610 pounds. 


5.9 pounds per horsepower...---- 5.3 pounds per horsepower --_.--...| 2.7 pounds per horsepower. 


The 1938 and 1948 engines were similar in construction, but the 1948 engine 
had a larger displacement and a higher power output. 

They were good engines, perfected over the years, reliable, simple, and com- 
paratively inexpensive. They ran well on the low-grade fuels of the day. 

By today’s standards, however, these engines were inadequate in many ways. 
Propelling 1938-48 cars weighing about 3,000 pounds, they had to work at near 
full capacity during highway driving. Their low compression ratios, although 
they matched available fuels, did not bring as much power from each gallon of 
gasoline as is required today. The automobiles they powered are hardly com- 
parable, in terms of performance, with the 1958 car. 

Although somewhat similar to its 2 predecessors, the 1958 6-cylinder engine is 
larger in displacement (230 cubic inches). Its production volume is relatively 
low because customer demand for this kind of engine is low. For this reason, it 
is not the representative 1958 power plant. 

The standard 1958 Plymouth V-8 engine is representative of the short-stroke, 
overhead-valve crop of V-8 engines that earned customer preference during 
the 1950’s. It is heavier, sturdier, more rigid, and far more durable than its 
six-cylinder predecessors. Its crankshaft is shorter, stiffer, and less subject to 
torsional vibrations and stresses. Its short stroke means lower piston speeds 
and, consequently, less wear and longer life. Its vastly greater power not only 
give much improved performance, but leaves a wide margin for safety and allows 
the engine to “loaf” under most driving conditions, further contributing to long 
life. On a horsepower-per-pound basis, it is a much more efficient powerplant, 
and, in the conversion of fuel energy to work, it is of the order of 15 percent more 
efficient than the old 6, largely due to its higher compression ratio. 

The compactness of the 1958 Plymouth V-8 engine permits a low hood line for 
styling purposes, a roomy passenger compartment hung between the axles for 
more comfortable ride and better handling qualities. It is quiet and free from 
fatiguing vibrations. The large power reserve makes passing safer, and all driv- 
ing more pleasant. 

The 1958 V-8 is more expensive to manufacture than the in-line 6. Weight 
of raw materials has increased almost 25 percent. Labor costs are greater. And 
the technical design of the engine requires far more engineering talent. Where, 
fromerly, a basic engine design might be good for 20 years, modern engines can 
become obsolete almost overnight, and tooling costs for maintaining a modern 
line of engines have reached very large sums, 


ELECTRICAL 


Electrical design for the 1958 Plymouth is much more complex and demanding 
than for the earlier 1938 and 1948 models. The electrical load of cars has been in- 
ereasing yearly, requiring a continuous redesign of all electrical components. 
Not only are there more accessories that use electrical power and, hence, need 
higher capacity generators and batteries, but the larger engines make bigger 
starter motors necessary, and higher performance requirements and compres- 
sion ratios demand greater voltage. 

Also, much of the car’s interior lighting is governed by styling needs. This 
dictates a yearly redesign for each model, including components, layout, mount- 
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ing, wiring, and preparation for the installation of various accessories that are 
not standard but must be allowed for in the design. The low hood lines of current 
cars, too, have created a serious problem of finding room in the engine compart- 
ment for the many electrical components housed there. 

The following tables list the major electrical components and their character- 


istics for ecah of the 3 model years, followed by notes on the kind of improve- 
ments made. 





Wane MMMM isn ndcitibsendd cecnnct oy eee 6-volt._.......-.| 12-volt. 
id is ob beklifbisiebeanacnesd 90 ampere-hours.| 95 ampere-hours_| 50 ampere-hours. 
Continuous improvements made 
to give longer life and greater out- 
ut. oe cold starting a primary 
nefit. 
Starting motor engagement. .--_-.._--.---- Manual shift_._.| Bendix inertia __| Followthrough. 
During this period starter motor 
outputs were increased to handle 
the greater friction of the larger en- 
gines. 


I @ ocadihe coisa canheeeaiee ieee 3d brush, 196 Full regulated, | Load compensated, 420 


watts. 245 watts. watts. 
A continuous increase in power 


output and improvements made to 
revent damage to the battery and 
eep the battery charged. 


Chogatt, nrctection ....< ~cacisnsneenes-< OR Ed. fannie Circuit breaker__| Circuit breaker with a sep- 


arate one for the head- 


lighting circuit. 
Continuous improvements made 


for safety. A separate circuit breaker 
for the headlights has the safety 
feature of permitting enough light 
to stop the car safely should the lens 
be broken or a short develop. 
a Cotton braid Cotton braid Vinyl insulation with im- 


insulation. insulation. proved connectors. 
Wiring lasts much longer with 


minimal danger of fire due to shorts. 


een tlie st denen yor Bf Bn ancesecs PUN Ra og cons. 12-volt with ballast resistor 
for coil and resistor-type 
spark plugs with long tip 


and high-temperature 


electrodes. 
Improved spark plugs and resist- 


ors in the circuit give better starting 

reliability, longer life, increased fuel 

economy by burning each fuel 

charge better, longer distributor 

— life by controlling the spark 
etter, and reduced radio interfer- 

ence. 

Coil ies acncea-] Wal Mee._..- Wax filled_...._.| Oil filled. 

The new coils are waterproof, dis- 


a heat better, and are more 
reliable. 
a Neoprene caps Vinyl caps _.-_-- Splash proof. 
The distributors used on our pres- 

ent cars are great improvements 

over those used earlier. They are 

completely splashproof and use a 

high-flashover cap made of heavier 

and more expensive materials. 

They are more rigid and are stur- 

dier, to give longer life and the 

towers are wider apart for better 

point spacing. The inner part of 

_ cap is ridged to prevent ‘‘track- 

ng.”’ 





Clutch 


| 1938 1948 | 1958 


Diameter (outside diameter times inside diameter) - 9.25 x 5.63...) 9.25 x 6.0_- 10.0 x 6.75, 


SES iel. Schl Ie fae  dr 7. See Pp Diy. -1:03) Deg 7 Dry. 
(se ea a att Dik a li lana iin oD the Si elo: Soe id Tein oi oH 85.5. 


Plate pressure _ 1,920. 
Pedal pressure... 





33. 
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Over the years, considerable work has resulted in the development of better 
clutch-facing materials and of better cooling and actuation in order to maintain 
an easily operated clutch. With the year-to-year increase in engine output, 
clutch design always is a serious problem. In 1958, the clutch is easier to operate, 
has longer life, and effectively handles the much greater output of the powerplant. 








Transmission 
Item 1938 1948 1958 
——_——————— 1 
NN did 28. lccintelaanesaenet BEES tecnico Standard __.-- Standard___. Standard. 
URUOOO CE so Oh eis. on coe asun bab educecpcaiodeul Optional _- Not available_| Optional. 
a i aN a Not available.|__...do...._- Do. 
aces a aalialare e OR eee 


Mi cett | Men Mb wn iid Do. 


Because of the public demand for the convenience of automatic transmissions, 
Plymouth has made three available, each to satisfy a large segment of buyers 
who desire certain results. 

(In 1957, 80 percent of all Plymouths were equipped with automatic trans- 
missions ; 97.4 percent of the V-8 Belvedere models were so equipped. ) 

A planetary-gear overdrive unit has been made available again (not available 
in 1948) for those who prefer economy of operation over high performance. 
It is used in conjunction with the manual three-speed transmission and provides 
an automatic “fourth gear” with a lower overall drive ratio. This permits the 
engine to operate at slower speeds with resultant fuel savings, quietness, and 
reduced engine wear. 

For those who want automatic shifting but do not want to pay a premium 
for top performance, Plymouth offers the PowerFlite transmission. It consists 
of a high-performance torque converter coupled to an automatic, two-speed 
planetary gear box. The compromise necessary in providing only one lower 
gear ratio increases smoothness but reduces low speed performance. 

Where both high performance and automatic shifting are desired, the Torque- 
Flite transmission is available for the first time on all 1958 Plymouth models 
(Belvedere only in 1957). It is similar to PowerFlite but uses a three-speed 
planetary gear box. The two lower gears offer more favorable ratios for low- 
speed performance. One of the secondary benefits realized from this transmis- 
sion is that the higher performance at low speed permits lower rear axle ratios 
to be used. This gives slower engine speeds and fuel savings during highway 
operation. 


Section 4. CHaAssIs COMPARISONS 


Steering suspension 





| 








1938 1948 1958 
STEERING | 
Type.....-...-.----------| Longitudinal drag link | Direct, unequal length | Symmetrical, idler arm 
| with single tie bar. | tie rods. with intermediate arm 
and equal length tie 
| rods. 
I Sct hatachen 2-tooth roller. .....-.-- | 2-tooth roller. ...........| 3-tooth roller. 
Geer ratio...........-. ntl SS oe ccneewecuen epee SERS Ee 
I iii cca) BOD aise~ inked te ape n ern g eben wk ----| Available. 
SUSPENSION 
oo a Solid axle with longi- | Independent, with coil | Independent, with tor- 
7 | tudinal Jeaf springs. springs. sion bars 
ene Leaf springs-------- Leaf springs--- Pe Leaf springs. 
Antibrake dip - -- ---- | No-. Penn Yes. 





: 





Steering gear 

Ever-increasing weight of the cars from year to year required increased 
steering ratios to avoid excessive steering effort. In 1948 the gear ratio was 
18.2 to 1, compared to the 14.6 to 1 ratio of 1938. This provided slower steer- 
ing, but fast enough for safe driving. In 1958, the ball-joint front suspension 
provides sufficiently reduced friction at the pivot points so that the same ratio 
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gear can be used. In addition, a redesign of the gear to a 8-tooth roller con- 
tributed to reduced friction, maintaining a steering effort acceptable to drivers. 
Steering-suspension geometry 


The matching of the steering and suspension geometries and the use of sym- 
metrical steering on the 1958 models provides a major portion of the improve- 
ments in car comfort, ride, handling, and safety. In this design, the motions 
of the steering and suspension systems do not conflict, eliminating a major 
source of vibration and “wheel fight.” Extensive use of rubber at all steering 
and suspension pivot points absorbs many vibrations that otherwise might be 
transmitted to the car’s interior. 

Few of these benefits were offered by the 1948 and 1988 Plymouths. In 1938, 
there was some defense against road shock but very little else. By 1948, the 
designs had been improved to include independent suspension and the beginning 
of matched steering and suspension. 

Suspension system 


The 1958 torsion-aire suspension system ties steering and suspension closely 
together. Features include the antibrake-dip design of the independent front 
suspension (and the accompanying resistance to acceleration “squat,” also as- 
sisted by the rear suspension), the marked resistance to body roll and the ac- 
companying level ride and ease of handling on corners, the careful keying to- 
gether of front and rear suspensions to prevént pitching. The 1938 Plymouth 


had so-called cart springs in front; the 1948 Plymouth had conventional inde- 
pendent front suspension. 


Power steering 


Though still an option at extra cost, power steering is now firmly established 
and increasingly popular. Nearly 20 percent of 1957 Plymouths were equipped 











with it. 
Wheels and tires 
| 1938 | 1948 1958 
WHEELS | 
Wee setae trees tactaciaiadeinn ania EF Tanna apace entra 16 by 45 K.............-../ la by.6 KR. 
| 
TIRES | 
| 
fa aa Se a 6.00 by 16 ; | 6.70 by 15 és 7.50 by 14. 
eee | 4-ply with inner tube-_-- 4-ply with inner tube__.. 4-ply tubeless. 
Pressure: 
Pres... TRL | MERE IES aitice Piss aan ened aencicnacesl me 
OM iiss} absense! Weitere dhe decade Dea etme Sivan saat ie | 22. 


Following a trend which was evident long before 1938, wheels have become 
smaller in diameter, while tires have become larger in section, with lower pres- 
sures, to produce a softer ride, or reduce boulevard ride harshness. 

Boulevard ride harshness is described as the effect produced by overinflated 
tires riding over small-road irregularities. This harshness is conveyed to the 
car by suspension friction or stiff suspension springs; in traversing small 
| bumps, therefore, the car ride is determined principally by the high spring rate 

(stiffness) of the tires. The direct approach to the problem is to use lower tire 
pressures. If lower pressures are to be used, the tire cross sectional area must 
be increased to carry the same load. The 14-inch diameter tires have a con- 
siderably greater enveloping action, with rates in the order of 10 percent less 
than their 15-inch diameter counterpart. 


The K rim has a deeper flange than the E type, which adds to the car’s 














stability. 
Brakes 
j 
| 1938 1948 | 1958 
\ = ——_——_—$————————————————————— | —— rrr 
Type. -- Hydraul'c, internal-ex- | Hydraulic, internal-ex- | Hydraulic, internal-ex- 
| panding. panding. panding. 

ae gait 10.0 times 2.0._......------]| 10.0 times 2.0.._....-..-.--| 11.0 t mes 2.0. 

Linings - Riveted _ aS Riveted____- aie Bonded. _ 

Effective area___ 137.8 square inches. .___---| 143.8 square inches. ._-_-- | 184 square inches. 

Power brakes (1) 1 | Optional. 





1 Not available. 
22805—58—pt. 7-28 
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The 1958 brakes offer nearly twice as much effective output as the earlier 
types, and have considerably more reserve. Although the car is much heavier, 
a longer period of continuous braking is possible without loss of braking power. 


Brake shoes 


The Total-Contact brake has center-plane support for the calculated-contour 
shoes, with a floating rather than fixed anchor. The floating shoe reaction 
against the anchor block enables the heel of the shoe to slide and maintain drum 
contact during braking and resultant drum expansion. 

The web, fastened along the shoe-center line, is supported between two metal 
plates which correctly position the shoe assembly within the drum. The wheel 
cylinder piston-apply force and shoe-reaction force at the anchor block lie in this 
same central plane. Such a central plane-force alinement prevents shoe-twist and 
uneven drum-lining contact during braking. 

The calculated, variable-depth web provides greater shoe flexibility. The shoe 
and drum then have matching rigidity and similar deflections occur at any 
section. The shoe maintains contact with the drum as the drum tends to become 
oval under braking-generated heat. Since high toe and heel pressures are not 
characteristic, a uniform pressure distribution exists over the entire lining arc. 

The 1938-48 brake shoes were formed from a structural-steel T-section; this 
inflexible section, combined with a fixed anchor resulted in high heel and toe 
pressures. These pressures resulted in local hot spots and fade or loss of braking 
capacity due to change in the frictional characteristics of the lining caused by 
the high temperatures generated during a series of severe brake applications. 


Wheel cylinders 


The 1938 brake employed a single, stepped-type cylinder for each wheel. In 
1948, straight-bore cylinders were used in rear wheels, with 2 cylinders in each 
front wheel, which is continued for the 1958 models. The 1948 models, however, 
used a sleeve-type expander in connection with a ring-type piston seal, while the 
1958 brake cylinder employs a full cup-type seal. This latter type provides a 
better seal. 

Brake fluid 

Another brake problem is vapor lock in the fluid lines or cylinders, caused by 
boiling of the brake fluid. A considerable amount of research has been done by 
Chrysler Corp. in the development of improved fluids. As a result, the boiling 
point of the fluid has been raised from about 280° F. in 1938 to 325° F. in 1948 
and to present 390° F. 

Frame 





1948— Box 1958— Box 
1938— section with | section with 
X-channel lateral cross | lateral cross 
members mem bers 





Side rail: 

Length (inches) 

Thickness (inches) 

Width (inches) 

Diextmume Selght Cindlies) .<« o.oo. o.oo t | 
SD BT I ah 5 op lrg db cred eze ges inepnduspeesegls | 
Complete car twist (degrees) 
Frame weight (pounds) -..--......-......--.-.----- SS athahtn sess | 


- 
> 

1) o 

oF oad 
er 


169. 0 
- 093 


3.0 
6.0 
9.2 

4 


Neeson 


1. 
224 


— 
uo 


1 Flange. 


In 1938, a channel-type frame, having a single lateral cross member at the 
front, and a single X-cross member amidships was in use. The X-member 
design was not completely satisfactory, because of assembly problems, lessened 
road clearance, and difficulty with exhaust pipes and muffler. 

By 1948 the present general style of frame had evolved; box section side 
rails with lateral cross members. Some rigidity was lost; however, the body 


added sufficient stiffness so that the complete car twist was the same as the 
1938 car. 
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As cars were lowered and lengthened, the frame side rail was decreased in 
height, considerably widened in section, and lengthened more than 2 feet. The 
weight is about 70 percent greater than the 1938 frame. The rigidity of the 
frame is somewhat greater than that of the 1938, and considerably greater than 
the 1948 frame. This was necessary because the body styling trend had re- 
moved some of the body stiffness above the belt line, although some compen- 
sation had been made by increasing the body sill section to obtain greater 
stiffness. 


PROPELLER SHAFTS 


The 1958 propeller shafts, although similar in appearance to the earlier ver- 
sions, are much improved. The smoother operation and longer life of the cur- 
rent shaft result from the study and improvement of each of the components, 
as well as all the factors influencing the function of the unit. 

The ball-and-trunnion front universal joint is retained from earlier models, 
but a forged-steel body replaces the former stamping. An open-type cross 
universal joint is used at the rear in place of the ball-and-trunnion type em- 
ployed in the 1938 and 1948 models. 

The balls are now shot peened and lubrite treated, and closer manufactur- 
ing tolerances are maintained to obtain longer life. Bearing life is improved, 
partly by slightly increasing the joint angles as mounted in the car. Boot life 
is increased through the use of better synthetic rubber compounds. The pro- 
peller-shaft tubes are of better quality, as a direct result of the installation 
of a new automated tube mill. 


Rear azle 











Axle ratios with— 





Nn en sepaiedianen anen dniab nated auiaiaane menaaumdertianen 4.1 3.9 3. 54 
Overdrive. __- re 4.3 (‘) 3.91 
2-speed PowerFlite._...............-.. ae (4) (4) 3.31 
3-speed TorqueF lite (4) (t) 3.15 
nes MEI on a Le Ps Sousa dub ucsecebadokeenen (4) (4) (?) 
Ring seer Gaemneeer Gees)... <5 on oli Lal SAG . 8. 25 8.25 8.75 
Axle shaft: 
eC ke alae camiieaimenaddha 16 16 30 
Root of spline, minimum diameter (inches) -_----- Pehisinlicdo ak aeons 1.046 1. 046 1. 181 


1 Not available. 
2 Optional. 


The 1958 axles have been made stronger and heavier to withstand the loads 
and stresses imposed by the increased power of the engines and the weight of 
the cars. They are of a larger cross section and are stronger, and they are 
induction hardened and stress relieved for greater strength and bending stiff- 
ness. The shafts are better able to resist the combined vertical and horizontal 
loads imposed by suspension and acceleration or deceleration forces. The tor- 
sional yield point of the shafts has also been increaed to raise torque load capac- 
ity. 

All shafts now have 30 splines as compared to 16 in previous years. This in- 
creases torsional capacity by approximately 30 percent. The splines are now 
formed by rolling instead of hobbing, resulting in a more finished product. 
Axle shaft end play has been increased from 0.003/0.008 inch to 0.013/0.018 
inch to provide greater allowance for thermal expansion. 

Parts in the drive pinion stem assembly are now hardened to further increase 
wear resistance and improve service life. This assembly consists of the pin- 
ion rear bearing washer, adjusting shims, and tubular spacer. 

The diameter of the differential case has been increased, allowing larger and 
stronger differential pinion and axle side gears. The higher capacity two- 
pinion differential has lubrited ring and pinion gears for added wear resistance. 

As in other years, optional ratios other than those listed above are available. 
New for 1958, however, is the limited-slip type Sure-Grip differential, offered 
in several optional ratios at extra cost. With this new differential, power is di- 
rected to the wheel that has the most traction, assuring enough pulling power 
so that the car can drive out of most difficulties easily. 
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Exhaust system 





1938 1958 


Muffler: 

Reverse fiow Reverse fiow Reverse fiow. 
18.5 inches__-.__.__- 24 inches_____. 30 inches. 

536 cubic inches ___..__| 695 cubic inches__..._-| 645 cubic inches, 
6.5 7 


yr 


Volume/horsepower 
I tivcttivaini-vcans 


2.87. 
15.3 pounds. 








As a result of design changes, muffler performance has been improved greatly. 
The current muffler has a volume of only 2.87 cubic inches per horsepower com- 
pared with the 7.3 cubic inches of 10 years ago. The present muffler is doing 
more than twice the job of the 1948 muffler. More steel would be required to 
effectively muffle the current exhaust system if the 1948 design were used. Only 
a negligible increase in back pressure has resulted. Weight is up about 50 per- 


cent due to slightly larger size and the needs of internal baffling and reinforce- 
ment. 


SEcTION 5, ELEMENTS OF CHANGE, IMPROVEMENT AND INNOVATION, 1938-58 
COMFORT AND CONVENIENCE 


Increased interior dimensions, wider seats, improved sound insulation, superior 
heating and ventilation, and pleasantly appealing interior styling contribute to 
riding comfort. Included as standard or extra-cost options are many conven- 
ience features which make the 1958 Plymouth easier to drive, easier to start and 
stop, and generally more enjoyable to ride in than 1948 or 1938 models. 


A. Seats 


1. Roomier—wider seats than used in 1938 or 1948. 

2. Improved seating adjustment—greater range of seating position for manual 
seats (seating attitude now changes with seat position). 

3. Power-adjusted seats now available (2-way). 

4. Thicker and denser foam rubber padding (not available in 1938). 

5. New integral front seat allows additional foot room for rear seat passengers. 


B. Instrument panel 
1. Dials and controls larger and located for easy driver accessibility. 


2. Push-button automatic transmission controls. 
3. Glove box larger than in 1938 or 1948. 


C. Sound and vibration insulation 


1. Dash liner of felt and fiberglass not available in 1948 and superior to jute 
and corrugated paper used in 1948. 

2. Cowl side insulation of thick felt (only fluid deadener on body metal, 
covered with cardboard in 1948, none in 1938). 

8. Deck lid uses several felt pieces between outer panel and support spider 
(better sound insulation, but more costly than using only fluid deadener on 
underside of deck lid panel as in 1948). 

4. Shelf panel improved with hardboard and felt rather than plain hardboard 
used in 1948. 

5. Increased areas that require sound deadening—more material used in cer- 
tain areas. 

6. Underhood pad deadens engine noise and reduces vibration. 


D. Driving and riding conveniences 


Incorporated in the 1958 Plymouth as standard equipment or available at 
extra cost include a number of important, highly engineered features none of 
which was available in 1938, and few in 1948. These conveniences definitely 
contribute to ease of driving the car and make riding in the car more enjoyable 
for passengers. Included are such things as the following: 

1. Push-button-controlled automatic transmission automatic gear-shifting and 
elimination of clutch pedal. 

2. Power-assisted steering—reduces steering effort at all speeds and is par- 
ticularly helpful in parking. 

8. Power-boosted braking—quicker braking effect and less movement of driver’s 
foot from accelerator to brake pedal; considerably less pedal effort. 
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4. Extra-wide brake pedal—brakes may be applied by either foot. 

5. Power window regulators—allow operation of all windows from driver's 
seat, and each window by near passenger; less effort by operator. 

6. Power-adjusted front seat—adjusts fore-and-aft with minimum effort by 
operator. 

7. Directional signals—less driver effort to signal a turn; no problem in in- 
clement weather. 

8. Push-button radio tuning—requires less of driver’s attention than knob 
tuning. New Search-Tune radio selects local or distant stations. 

9. Courtesy lights—interior lights operated by automatic switch when doors 
are opened. 

10. More controllable ventilation—air-conditioning now available, heaters in- 
corporate two-speed blower and dual outlet system (leg area and windshield 
area), cowl air intake has independent dual outlets. 

11. Pull-type exterior door handles, one motion (pulling away from car) re- 
leases latch and opens door. Both 1938 and 1948 Plymouth required two motions. 

12. Windshield washer, horn ring, cigar lighter, prismatic rearview mirror 
(nonglare), electric clock, large ash receivers in front and rear compartments, 
and coat hooks. 


13. Push-button latch on deck lid, no handle necessary; button opens latch 
and counterbalanced deck lid opens. 


APPEARANCE 


Although the appearance of an automobile is perhaps its most difficult char- 
acteristic to define and evaluate, there is no doubt of its growing importance 
to sales in recent years. The following items indicate appearance improvement 
embodied in the 1958 Plymouth: 


A. Exterior styling 


1. Greater aesthetic value: More than a cover for chassis, engine and passenger 
compartment, the body of the 1958 Plymouth increases pride of Ownership. 

2. Evolutionary styling: Although the 1958 Plymouth presents fresh ideas and 
refinements in appearance, the integrated theme of forward look styling pro- 
motes the resale value of these cars. 

3. Functional styling: The styling of the 1958 Plymouth is both symbolically 
and literally functional. The 1958 Plymouth embodies “the look of motion” 
and its aerodynamic styling improves directional stability in driving. 

4. Integrated styling: The style of the 1958 Plymouth is not “a collection of 
appearances.” The design of silhouette, bumpers, trim, wheel covers, door 
handles, in fact every exterior item, has been calculated to support, a single, 
graceful style theme. 


B. Exterior paint 
1. High-metallic enamels 
(a) Lighter colors offered than in 1948, through use of more costly pig- 
ments, twice as much aluminum content (60 percent aluminum base). 
(b) High-gloss appearance. 
2. “Super” high-metallic enamels, ultra-bright finish (90 percent aluminum 
base). 


3. Increase in color options, variety of two-tone combinations (not available 
in 1938 or 1948). 


C. Exterior decorative trim 

1. Increased use of decorative trim (at least 400 percent increase in total area 
over 1938 Plymouth). 

2. More identifying medallions and nameplates (plastic and metal). 


8. Contrast in surfaces, use of anodized and textured aluminum, stainless 
steel, colored plastic. 


D. Improved interior styling 


1. Wider range of upholstery colors. 
2. Unique designs in seats, door panels, instrument panel. 
3. New upholstery materials, synthetic fibers and vinyl materials. 

(a) Jacquard fabrics (not available in 1988 or 1948) allow unlimited 
fabric design effects. 

(b) Vinyl usage permits more contrast in color combinations. Vulcan- 
ized or embossed vinyl to create special effects impossible to obtain in 1938 
or 1948. 


_ 
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(c) Metallized plastic inserts for upholstered areas and metallic threads: 
for effect in fabrics. 


(d) Floor covering, tufted cut pile carpeting with latex backing in variety 
of colors unavailable in 1988 or 1948. 


4. Variety of stitching for special effects, more than one design used in 1958 
body styles. 


SAFETY 


Constant attention to highway safety has resulted in new safety features of 
importance to car owners. Among these are: 
A. Visibility improved 

1. Glass area: Almost twice as much as 1948. 

2. Lighting: Headlights: Dual sealbeam headlights provide a better light pat- 
tern, better diffusion of light, more candlepower. Taillights: Dual taillights (now 
standard) provide more candlepower. 

8. Rear view mirror: Location on instrument panel improves forward visibility 
and increased size improves rearward visibility. 

4. Instrument panel: Use of glareproof paint. 

5. Windshield cleaning: Dual electric wipers standard in 1958, four-stream 
windshield washer optional in 1958, new windshield washer fluid containing 
antifreeze and detergent. 

6. Solex glass with tinted sunshade available. 

7. Greater range in seat positions. 


B. Crash protection improved 

1. Safety door latch. 

2. Safety seat design : Integral design of front seat and use of rear seat cushion 
safety retainers minimize danger of seats breaking loose under crash conditions. 

3. Padded instrument panels and padded sun visors available. 

4. Seat belts available. 

5. Steering wheel with recessed hub. 

6. Rearview mirror, ball-joint mounting—use of ball joints, allows mirror to 
give underimpact. 


OC. Greater ease of driving 


1. Aerodynamic styling—increases stability and steering ease at high speeds. 

2. Better grouping of instruments for improved accessibility. 

8. Greater use of automatic controls—turn indicators, automatic transmission, 
power steering, power seats, power windows. 


DURABILITY 


Durability contributes to the real worth of an automobile, possibly more than 
any other factor. The benefit to the car buyer is realized in lower maintenance 
costs and lower depreciation loss. 

The 1958 Plymouth is more durable than 1948 and 1938 models. 


A. Interior materials 


1. Upholstery materials are stronger, less subject to tear, ripping, and wear. 
Vinyls are used more freely (none in 1938). Vinyls and new fabrics are wash- 
able. 

2. Less fading of fabrics despite increased glass area—better, more costly die- 
stuffs used to minimize fading. 

8. The present tufted pile passenger compartment carpeting with latex back- 
ing is much tougher than the thin nap carpeting used in 19388 and 1948. The 
present carpet dyes are much more fade-resistant. 

4, The 1958 headlining material is more fade-resistant and easier to clean. 

5. The standard equipment armrests in the 1958 Plymouth use a vinyl-covered 
sponge core set in a plastic base. These armrests are tougher, more fade- 
resistant, and easier to keep clean than the 1938 or 1948 armrests (armrests were 
an extra-cost option in 1938). 

6. Appearance durability of interior hardware has improved over 1938. 
Chrome plating, which will not discolor is now used in place of nickel plating, 
which could tarnish. 

7. Aluminum step plates replace rubber step pads or running boards. Seat and 
lower door panel scuff areas are now protected by heavy-duty vinyl. 
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8. Instrument panel and steering wheel paints are much tougher and more 
scratch-resistant than in 1938 or 1948. The 1958 steering wheel paint has six 
times the life of the 1948 steering wheel paint. 

9. The trunk compartment floor covering in 1958 is a tough and durable black 
rubber which is more scuff-resistant, water-resistant, and is easier to clean than 
the fabric coverings used in 1938 and 1948. 

10. Wind lacing is blown-in sponge rubber—will not mash out of shape as would 
extruded rubber laces used in 1938 and 1948. 

B. Eoaterior materials 

1. Paint: 


(a) Less fade by using costly resins and pigments. 

(b) Increased impact resistance—less chipping than 1948 or 1938. New 
paints tend to hide marks and scratches. 

(c) Less affected by humidity. 

(d) Longevity—new “super” metallic paints will retain gloss nearly the 
life of the car. 

(e) Improved flow characteristics. 

(f) Resistance to salt, other chemicals. 

(g) Dark metallic paints are colorfast, will not fade. 

2. Trim and hardware: 

(a) The corrosion resistance of all exterior plated parts has increased 
approximately 100 percent since 1938. A substantial increase in the amount 
of nickel used and improvements in the plating process have made this in- 
creased “appearance durability” possible. (Over three times as much 
nickel used in 1958 plating as was used in 1938 and 1948.) 

(0) Since 1957, all exterior screws are stainless steel. 


C. Body sealing 


1. Exposed seams and joints (drip rail areas, headlight areas, etc.). Newly 
developed vinyl-based sealants inhibit pinholding and shrinkage common to 
cheaper sealants used in 1938 and 1948 (new product is about twice as ex- 
pensive). 

2. Weatherstripping for body openings (doors, deck lid, etc.). Improved soft 
rubber strip stock tends to hold shape, doesn’t harden. Strips bonded to body 
metal by superior neoprene cement which offers better strength and aging, and 
deterioration characteristics. (This new cement, developed since 1948, costs 
approximately three times as much as material used in 1938.) 

3. Underbody seams, weld areas are sealed with extruded, heat-expandable 
materials specifically to seal against water and dust. New sealant replaces less 
costly asphalt-based sealants used in 1938 and 1948. 

4. Cowl seams are sealed by soft rubber strips bonded with special nonsolvent 
nonshrinking cement. Less-expensive asphalt-and-solvent material used in 1938 
and 1948. 


5. Increased amount of weatherstripping and sealing cements used through- 
out car body. 


D. Glass 
Used in side windows less subject to breakage in service. 
E. Continuous improvements 


Continuous improvements in body lubricant heat resistance have increased 
their durability and have lessened their replacement frequency. 

Submitted as part of the answer to question No. 7 are the following Chrysler 
Corp. reports to shareholders: 1954 annual report; 1955 annual report; 1956 
annual report ; 1957 report for the 9 months ended September 30, 1957. 
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CHRYSLER’ Corp. THIRTIETH ANNUAL REPORT FOR THE YEAR ENDED DECEMBER 
81, 1954 


BoARD OF DIRECTORS 


K. T. Keller, chairman of W. Alton Jones 
Nicholas Kelley 
John P. Mansfield 


the board 
L. L. Colbert, president 
James C. Brady 
Waddill Catchings 
Walter P. Chrysler, Jr. 
Joseph M. Dodge 
Byron C. Foy 


Neil McElroy 


E. C. Quinn 


R. E. MeNeill, 
W. C. Newberg 


C. B. Thomas 
Juan T. Trippe 
G. W. Troost 

L. A. Van Bomel 
A. vanderZee 
James C. Zeder 


Jr. 


Carl J. Snyder 


OFFICERS 


K. T. Keller, chairman of the board 

L. L. Colbert, president 

Robert W. Conder, vice president—in- 
dustrial relations 

James Cope, vice president—public re- 
lations 

C. L. Jacobson, vice president—sales 

Robert T. Keller, vice president and 
president of Chrysler marine and in- 
dustrial engine division 

Nicholas Kelley, vice president 

John P. Mansfield, vice president and 
president of Plymouth division 

F. W. Misch, vice president—organiza- 
tion 

W. C. Newberg, vice president and presi- 
dent of Dodge division 


E. C. Quinn, vice president and presi- 
dent of Chrysler division 

Carl J. Snyder, vice president and oper- 
ating manager 

C. B. Thomas, vice president and presi- 
dent of Chrysler export division 

G. W. Troost, vice president—finance 

A. vanderZee, vice president 

L. I. Woolson, vice president and presi- 
dent of DeSoto division 

James C. Zeder, vice president—En- 
gineering 

H. A. Davies, treasurer 

H. F.. Diegel, comptroller 

Nicholas Kelley, Jr., secretary 


FINANCE COMMITTEE 


L. L. Colbert 
James C. Brady 
Waddill Catchings 
Joseph M. Dodge 


K. T. Keller 


W. Alton Jones 


R. E. MeNeill, 
Juan T. Trippe 


G. W. Troost 
L. A. Van Bomel 
Jr. 


COUNSEL 


Kelley, Drye, Newhall & Maginnes, N 
Wright, Davis, McKean & Cudlip, Detroit, 


ew York, General Counsel; Dickinson, 
Detroit Counsel. 


AUDITORS 


Touche, Niven, Bailey & Smart, Detroit. 


TRANSFER AGENTS 


The Hanover Bank, New York; The First National Bank of Chicago, Chicago; 
National Bank of Detroit, Detroit; Montreal Trust Co., Montreal and Toronto. 


REGISTRARS 


The Chase National Bank of the City of New York, New York; Continental 
Illinois National Bank & Trust Company of Chicago, Chicago; Detroit Trust 
Co., Detroit; The Royal Trust Co., Montreal and Toronto. 
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Highlights, Chrysler Corp. and all wholly owned subsidiaries 




















1954 1953 Percent 
| change 
| 

POG GRIN. ccdinchibdduneuaun acthhe Jucuaditindaeetawndeeaiwwe $2, 071, 597, 960 | $3, 347, 863, 995 | —38.1 
DOGS DOCU on 65 hss stk x Sie oni n eden eb needs ahdawadels $18, 516, 770 $74, 788, 617 | —75. 2 
Net earnings as a percent of NN nee ee 0, 89 2. 23 —60.1 
Net earnings per share_- So adeee tke sehin emer OS ae $2. 13 $8, 59 —75.2 
Eepehds Saieie cs oi io ee $39, 157, 281 $52, 190, 142 —25.0 
Dividends paid per share- --.- -- : $4. 50 $6. 00 —25.0 
Taxes, excluding excise taxes “of $150, 410, 495 in 1954 and | 

$213, 663,486 in 106322 1/0 es | $35,358,801 | $155, 671, 825 —77.3 
Materials, supplies, and services. _--..-.---.-.------------ ..| $1, 300, 804, 394 | $2, 208, 814, 291 | —41.1 
Wages, salarie s, and employee ARE er 1 $631, 938,405 | | $588, 041, 347 | +7.5 
Current assets. : cp Bet ee Ph OE a if ME Re Malia Stee 5 Maes $592, 494, 904 $527, 284, 690 | +12.4 
ONIN Rg sa han a ee ia $385, 618,574 | $327, 793, 287 +17.6 
Net current assets Viumsboeue thai oeeawte net 6 $206, 876, 330 $199, 491, 403 +3.7 
Number of shareholders of record......-.....--.------------- 89, 307 | 84, 236 | +6.0 
Average number of shares owned per shareholder. -...--_-.---- 97 103 —5.8 
Shareholders’ investment—book value per share_---- ie $67. 39 | $65. 51 2.9 
Number of employees—United States plants at Dec. S1ii3 167, 813 | 145, 296 +15.5 

| 








1 Increase in 1954 reflects the wages and salaries of the body division acquired from Briggs Manufacturing 
Co. on Dec. 29, 1953. 


Note.—Whaolly owned foreign subsidiaries have been included in 1954; such subsidiaries were not included 
in 1953. 


CHRYSLER CORPORATION, 
Detroit, Mich., February 10, 1955. 
To the Shareholders of Chrysler Corp.: 


The financial results of Chrysler Corp.’s operations in 1954 reflect the follow- 
ing principal factors: 


Principal factors in 1954 results 


Decreased output and sales during the first 10 months of the year—a trend 
which was sharply reversed in November when public response to our 1955 ‘“‘for- 
ward look” cars was so immediate and so strong that we had to increase our 
already large production schedules for the fourth quarter. 

The initial costs of the program that brought about this upturn. These in- 
cluded the exceptionally heavy costs incurred in bringing so many new models 
into high volume production within a short period—perhaps the most extensive 
1-year’s series of model changes in the history of the industry. By January of 
1955, we had made substantial progress in reducing these costs. 

Further progress in advanced mechanical installations throughout the com- 
pany, particularly to manufacture the completely redesigned bodies for our 1955 
models and for our new engine lines. 


Net earnings 


Net earnings of Chrysler Corp. and all wholly owned subsidiaries for 1954 
were $18,516,770, including net earnings of wholly owned foreign subsidiaries of 
$3,674,846. In 1953, earnings of Chrysler Corp. and its wholly owned United 
States subsidiaries amounted to $74,788,617. This latter amount included divi- 
dends of $2,175,800 from wholly owned foreign subsidiaries. Total earnings of 
these subsidiaries for 1953 were $8,392,646, but only the amount of the dividends 
received from them was included in the earnings as reported. 

Consolidated net earnings for 1954 were 0.89 percent of sales as compared 
with 2.23 percent in 1953. They were equivalent to $2.13 a share in 1954 as 
against $8.59 a share in 1953. 

In this annual report, all accounts of wholly owned subsidiaries, both domestic 
and foreign, are consolidated for the first time since 1940, and for consistency in 
combining foreign and domestic reports, excise taxes are excluded from both 


sales and costs. This conforms with the reporting practice prevailing in the 
industry. 
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Unit sales 


Chrysler Corp.’s total passenger car and truck sales, including those of wholly 
owned foreign subsidiaries, for 1954 amounted to 883,769 as compared with 
1,428,378 in 1953. Unit sales from United States plants alone in 1954 were 
819,099 as against 1,344,583 in 1953. 


Dollar sales 


Aggregate dollar sales of all Chrysler Corp. products for 1954 were $2,071,- 
597,960 as compared with $3,347,863,995 in 1953. These include Plymouth, Dodge, 
De Soto, Chrysler, and Imperial passenger cars, Dodge trucks, defense sales, 
MoPar parts and accessories, and the company’s nonautomotive products; Air- 
temp air conditioning, heating and cooling equipment; Chrysler marine and in- 
dustrial engines; Oilite powdered metal products; and, Cycleweld adhesives. 


Dividend payments 


Dividend payments in 1954 totaled $39,157,281. These payments exceeded the 
earnings of the year by $20,640,511, which amount was paid out of earnings re- 
tained from prior operations. Dividends of $1.50 a share were paid for each of 
the first 2 quarters of 1954, and 75 cents a share for each of the last 2 quarters, a 
total of $4.50 a share for the entire year. In 1953, $52,190,142 was paid in divi- 
dends, the equivalent of $6 a share. 


Net current assets 


Net current assets amounted to $206,876,330 at December 31, 1954, including 
$15,236,183 in net current assets of wholly owned foreign subsidiaries. This 
compares with net current assets of Chrysler Corp., and all wholly owned United 
States subsidiaries at December 31, 1953, of $199,491,403. 

During the year, $55,689,232 was spent for improvements and additions to land, 
buildings, machinery and equipment, and $99,425,987 for special tools, dies, jigs, 
and fixtures. These compare with $112,592,557 and $38,201,650 respectively for 
United States plants only in 1953. 


Depreciation 


Depreciation charged for 1954 was $49,944,738 and amortization of tools, dies, 
jigs and fixtures was $37,413,565. Comparable figures for United States plants 
only for 1953 were $46,953,456 and $66,537,454. 

For a number of years, the corporation has provided higher charges for 
depreciation in the earlier years of the use of facilities than in later years. 
This has been accomplished by applying what is technically known as a declin- 
ing balance method of depreciation. While the procedure so far has resulted 
in higher charges to operations than are deductible for tax purposes, the 1954 
Revenue Code authorizes for new facilities a declining balance method sub- 
stantially as the corporation has used it. As a result, the differences between 
the book and tax depreciation will constantly diminish. The corporation has 
concluded discussions on depreciation that it has carried on with the Internal 
Revenue Service over several years, and as a result the depreciable lives of 
several classes of facilities have been somewhat extended. 

A second change in the Revenue Code which also endeavors to bring more 
closely together sound corporation accounting practices and those required for 
tax purposes, permits tax deduction of provisions for some accruing expenses 
established against each year’s business. In the past, deduction of certain of 
these items which had been charged to operations has not been allowed until 
disbursed, sometimes over a period of years. Because of this change, both dis- 
bursements made in 1954 and accruals set up in 1954 are deductible in that year 
and have been so treated in this report. 


No contingent compensation provided 

The corporation’s contingent compensation plan requires that earnings before 
income taxes must exceed 7 percent on the shareholders’ investment before any 
part of the earnings may be set aside for incentive payments to officers and 
supervisory employees. Because this level was not attained in 1954, no provision 
for contingent compensation was made. From the previous year’s provision, 
$3,258,433, which had not been allocated to individuals, was returned to earnings. 


Further delegation of management responsibility 


During 1954, the program of providing divisional managements with more 
responsibility for profit results in their overall operations was continued. The 
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company is examining every phase of its operations as to its effect on quality, 


efficiency, cost and profit. Important advances have been achieved. More are 
projected. 


Prudential loan 


On July 1, 1954, Chrysler Corporation received $62,500,000 under its $250 
million loan agreement with the Prudential Insurance Company of America. 
Present plans call for receiving similar amounts on July 1, 1955, July 1, 1956, 
and July 1, 1957. The company is using these funds for improving facilities 


and for providing additional working capital as the company’s operations continue 
to grow. 


New equipment installed 


Among the principal plant programs of 1954 which will extend into 1955 were 
the installing of additional press-shop equipment, new welding machines, im- 
proved body-conveyor systems, new facilities to make power-steering equipment, 
new V-8 engine lines and new equipment for increased volume of PowerFlite 
transmissions. 

Additions also were made to facilities at the 4,000-acre Chrysler proving 
grounds in Chelsea, affording more opportunities for testing and improving the 
cars and trucks of today and of the future. 


Progress at Canadian plants 


The corporation’s 1955 cars also have had excellent acceptance in Canada and 
dealer and public demand there is strong. During the year 1954, Chrysler of 
Canada increased its production rates, put into operation its new body painting 
facilities and proceeded with its new engine program. 


Export sales up 


Exports of Chrysler Corp. passenger cars and trucks from United States and 
Canadian plants to other countries in 1954 increased 10.4 percent as compared 
with the year before. Export truck shipments rose 23.1 percent and passenger 
car exports increased 2.9 percent. It is expected export shipments will continue 
ata high level in 1955. 

Military business 


Sales of military products in 1954 amounted to $290 million or 14 percent of 
our total business. These sales and those in 1953 and 1952 are still subject to re- 
view under the Renegotiation Act of 1951, but we do not believe that these reviews 
will change significantly the reported earnings. In 1954, the corporation received 
clearance for its 1951 renegotiable defense business from the Government’s Re- 
negotiation Board. No adjustments were required. According to present sched- 
ules, deliveries are to start on the corporation’s new $160 million Army medium 
tank contract in early summer. Other defense deliveries are continuing. 


Dodge truck sales 


During 1954, the Dodge truck division increased its field force and strengthened 
its marketing organization. Its line of Dodge job-rated trucks covers practically 
every trucking need from the small half-ton models to large 4-ton vehicles. In 
1954, Dodge trucks accounted for 9.5 percent of the total truck production in the 
United States. 


700,000 new car orders received 


Our forward look 1955 Plymouth, Dodge, De Soto, Chrysler, and Imperial 
passenger cars continue to be very well received by dealers and the public. 
Through February 10, 1955, we had received more than 700,000 orders from our 
dealers for them, and our rate of passenger car production is in excess of 6,000 
vehicles per day. 

Automotive competition will be vigorous in the months and years ahead. To 
make gains in such a highly competitive market, we have strengthened and re- 
aligned our entire marketing organization and intensified all of our sales activi- 
ties. Our initial goal is to attain 20 percent of passenger car sales in the United 
States with higher goals to follow, and our efforts are concentrated on achieving 
that result. 

K. T. KELLER, Chairman of the Board. 
L. L. CoLBert, President. 
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FACTS ABOUT CHRYSLER CORPORATION 


New directors and officers 


New directors elected were: John P. Mansfield, president of the Plymouth di- 
vision; William C. Newberg, president of the Dodge division; and E. C. Quinn, 
president of the Chrysler division. 

On January 6, 1955, H. F. Diegel was elected comptroller. He had been acting 
comptroller since F. W. Misch relinquished the duties of comptroller to devote his 
full time to directing the organization department. Mr. Misch was elected a 
vice president in June 1954. In the same month, C. L. Jacobson, who shortly 
before had been appointed executive in charge of sales, was elected a vice presi- 
dent. 

In 1954, Joseph M. Dodge, chairman of the board of the Detroit Bank, was 
reelected to the Chrysler Corp. board of directors and was reappointed to the 
finance committee, after completing his service as Director of the budget for 
the Eisenhower Administration. 


B. E. Hutchinson retires 


B. E. Hutchinson, who had been associated with the corporation since its 
founding and had been chairman of the finance committee of its board of di- 
rectors since 1935, retired from his duties with the company and as a director 
and as chairman of the finance committee on December 31, 1954. His services 
to the corporation, since its inception, caused the board of directors to state 
in a resolution: “Having played such a substantial and influential role in the 
success of Chrysler Corp., having been one of its leaders for practically one-third 
of a century, and having securely guided its financial affairs, you are a living 
part of the Chrysler tradition of greatness that we all cherish and seek to 
carry on.” 


1954 sales by divisions 


Total units sold in 1954 included 426,888 Plymouth cars, 171,015 Dodge cars, 
73,321 De Sotos, 105,183 Chryslers and Imperials, and 107,362 Dodge trucks, in- 
cluding military and other Government vehicles. 


Experimental gas turbine announced 


Among the forward looking achievements of our engineering division in 1954 
was the successful testing of a Chrysler-designed experimental gas turbine engine 
installed in a standard Plymouth automobile. Experiments on this possible 
powerplant of the future have continued and have resulted in further major 
advances. There are still extremely complex metallurgical and manufacturing 
problems to solve before this engine can be considered for consumer use. 

Our engineering division also is carrying on a wide range of experimental 
military work in the guided missile, Army truck, and tank fields. 


Sales activities stepped up 


Chrysler Corp. is supporting its “forward look” 1955 models with intensive 
and aggressive sales activities. Advertising in magazines, newspapers, television, 
and other media is being used vigorously, both nationally and in local markets, 
supporting a broad and strong campaign of promotion by our dealers. 

At the present time we have 10,000 car dealers in the United States. They 
like our cars. Our reduced output in the third quarter of 1954 when the change- 
over to new models took place and their own sales efforts left them so little, if 
any, stocks of 1954 models that they were in a position to put their full selling 
power behind the 1955’s as soon as they were introduced. 


Plans directed toward selling in large volume 


All of our plans are directed toward selling cars in large volume. A wide 
variety of stimulating activities are effectually assisting dealers in training sales 
managers, hiring and training retail salesmen, selling used cars, merchandising 
and general business management. We are constantly making studies of markets 
and market conditions to test the results of our work and to plan for more sales. 

An interesting example of the reception of the 1955 models is the growing 
demand on the part of fashion groups throughout the country to use Plymouth, 


Dodge, De Soto, Chrysler, and Imperial 1955 models as expressing the latest in 
fashion. 
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New dealerships financed 


During 1954 we inaugurated the Chrysler dealer enterprise plan. This is an 
activity through which we assist qualified dealer candidates with an investment 
of Chrysler Corp. funds in securing the necessary capital to form dealerships. 
It is designed to enable the dealer to become the sole owner of his own dealership 
through his own efforts in the minimum period of time. During the last few 
months, we have strengthened a number of important sales points throughout 
the county with aggressive young dealers so aided by the dealer enterprise plan. 


Sales forces enlarged 


In conjunction with our extended work with our dealers, our divisions have 
enlarged their sales forces, and both the Plymouth division and the Dodge truck 


division for the first time are directing the distribution and sales of their own 
products. 


Employment up 


Employment in our United States plants totaled 167,813 at December 31, 1954, 
a substantial increase from levels which prevailed through the year. While 
work hours available have to be related to the volume of sales, efforts are con- 
tinually being made toward reducing employment fluctuation. 

Introduction of 1955 models was accompanied by recognition of common inter- 
est between employees and management, shown in reduced lost time, in produc- 


tion effort, and in employee participation in voluntary and union-sponsored 
product-selling efforts. 


Employees preview new cars 


The company opened the model year with a special TV program over plant 
city stations addressed to all Chrysler employees and their families and with 
new car previews at every plant of the corporation which drew 300,000 people. 

Shortly after the first of the year, the corporation announced a special pur- 
chase arrangement under which all those who work in its plants and offices will 
be able to buy Chrysler-built cars at a substantial discount. 


Management development program extended 


To keep pace with the expanding need for capable, well-trained management 
people, our management development program was extended in 1954 to give a 
larger number of potential leaders among our employees further opportunity to 
develop and apply their abilities. 


Number of shareholders increases 


Shareholder interest in Chrysler Corp. increased during 1954 with the number 
of shareholders of record rising from 84,236 on January 1, 1954, to 89,307 on 
January 1, 1955. Shareholder use of our products and shareholder interest in 
the company are important elements in enlarging our markets. 


Divisions offer wide range of products 


Through our MoPar division, Plymouth, Dodge, De Soto, Chrysler, and Im- 
perial dealers and their customers are supplied with readily accessible emergency 
spare parts and accessories. The Amplex division supplies a wide variety of 
powdered metal bearings and other mechanical units to many different kinds of 
industries and producers throughout the country. 

Cycleweld specializes in adhesives and its outstanding achievement in 1954 
was the development of a special cement in dry sheet form for bonding metals. 


Airtemp car air-conditioning business expanded 


Airtemp products range from window unit room coolers and small furnaces 
to equipment which can heat or air condition large homes, office buildings, and 
theaters. Substantial new business was opened up with expansion of sales 
of Airtemp car air conditioning for all our models. 

We offer an extensive line of marine and industrial engines from small 6-cylin- 
der in line models to big new 200 horsepower V-8’s. These engines, too, reflect 
the spirit and drive of the “forward look” in their field. 








3756 ADMINISTERED PRICES 


CHRYSLER CORP. AND ALL WHOLLY OWNED SUBSIDIARIES 


Consolidated balance sheet, Dec. 31, 1954 
Current assets: 
ci I $140, 850, 559 

















briana in ei eh cpckeiiht ti dimemmibhnt in aici pai pean ans 21, 


771, 
Trade accounts receivable, including defense, less provision of 


pavewee 10 Gouuae Socounts........................... 120, 336, 364 
Other accounts receivable (including account with partially 

owned Australian subsidiary, $4,740,483) _._...._.________ 6, 666, 153 
Unbilled costs under defense contracts._.._._....__.________ 35, 640, 444 


















Inventories at lower of cost (first-in, first-out method) or 
market, less partial payments of $10,383,652 on defense 


Ne sci a ealict des beached owas oineaniercinmnwd 258, 402, 231 
Prepaid insurance, taxes, and other expenses_____._._.____- 8, 827, 292 





I a i al ts iin seams cs brendatianlaniisiinie 592, 494, 904 
Investments and other assets: 
Investment in partially owned Australian sub- 





SE I NS inset tiha pn ccnldidcil ins ectbsinctbtaitptcintiemio-eli $3, 101,397 
Investments in dealer enterprise dealerships 
I = Seta dentine biatadkelinntbbndbtesnwibis smko ction 3, 072, 700 


Common stock of Chrysler Corp. acquired for 

distribution under contingent compensation 
Slbn, See snares et cost... nnn nae 45, 206 
Sundry advances and investments_____________ 7, 603, 731 
-—— 13, 823, 034 

Property, plant, and equipment: 

Land ($15,760,069), buildings, machinery, equip- 
sient, Mae Sours At 20et c 676, 055, 219 
Less accumulated depreciation.__...___________ 247, 781, 438 
a 28, 273, 781 


1, 034, 591, 719 

















Current liabilities: 


PEOTENIS DOTGe BOG PAFTONS. «nnn ei kn eu 302, 659, 398 
Sr ee 58, 341, 599 
United States and foreign taxes on income_________________ 24, 617, 577 

De eee ca weenwemen 385, 618, 574 


3% percent promissory note, due July 1, 2054, under agreement to 
borrow $250,000,000 by July 1, 1957; convertible by either party 
after Jan. 1, 1962, into 3% percent notes due in equal install- 
I eR Ow de sia Oe 62, 500, 000 

Shareholders investment : 

Represented by common stock, par value $25 per share: 

Authorized 20,000,000 shares (400,000 
shares reserved for the stock option plan 
for salaried officers and key employees, of 
which options for 207,250 shares are out- 
standing in 2 lots at prices of $69.35 and 
$73.51 per share, the average being $71.20; 
these prices representing 95 percent of 
fair market values on the dates the op- 
tions were granted. At Dec. 31, 1954, 
options for 138,479 shares have become 
exercisable). 

Issued 8,968,750 shares of which 266,486 
shares are in treasury and 8,702,264 shares 



















GES CUUNAIINE Gn alae nce $217, 556, 600 
Net earnings retained for use in the 
ES EL Se 


— 586, 473, 145 

1, 034, 591, 719 

On a continuing basis, unfunded past service costs at December 31, 1954, under 
all pension plans amount to approximately $85 million. 
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Consolidated statement of net earnings, year ended Dec. 31, 1954 


2, 378, 713 
2, 073, 976, 673 
Cost of products sold, other than items below_~ $1, 820, 345, 362 
Depreciation of plant and equipment 49, 944, 738 
Administrative, engineering, selling, advertising, 
service, and general expenses___________---~ 159, 147, 021 
Pension, retirement plan, insurance, and other 
TET GIO TR i ww secre San 25, 509, 3 
Unused provision of prior year for contingent 
compensation plan 
Interest on long-term debt 
Taxes on income (United States $100,000, 
foreign $2,500,000) 2, 600, « 
tiene 2. OS RD 608 
18, 516, 770 
NOTE.—The corporation’s share of net earnings for the year of a partially owned 
Australian subsidiary which has not been included in the above statement amounted to 


$1,416,100. The corporation’s share of accumulated net earnings retained for use in the 
business of this subsidiary since its acquisition amounted to $3,170,942. 


Consolidated statement of net earnings retained for use in the business, 
year ended December 31, 1954 


Balance at Jan. 1, 1954 $352, 561, 153 
Undistributed net earnings at Jan. 1, 1954, of wholly 

owned foreign subsidiaries consolidated in 1954____ $32, 930, 030 
Undistributed net earnings of domestic subsidiaries 

at dates on which they became wholly owned in 

195 4, 065, 873 


36, 995, 903 


389, 557, 056 
18, 516, 770 


408, 073, 826 
39, 157, 281 


368, 916, 545 
Detroit, Micu., February 10, 1955. 
BoarpD OF DIRECTORS, 
Chrysler Corp., Detroit, Mich.: 


We have examined the consolidated balance sheet of Chrysler Corp. and all 
wholly owned subsidiaries as of December 31, 1954, and the related consolidated 
statements of net earnings and net earnings retained for use in the business for 
the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the account- 
ing records and such other auditing procedures as we considered necessary in 
the circumstances. 

Wholly owned foreign subsidiaries have been included in the consolidation in 
1954; previously such subsidiaries were not included. The net assets of these 
subsidiaries in Canada, England, and Belgium were $41,917,489 at December 31, 
1954, including net current assets of $15,236,188. Net earnings of these subsi- 
diaries are for the year were $3,674,846. 

In our opinion, the accompanying balance sheet and statements of net earn- 
ings and net earnings retained for use in the business present fairly the con- 
solidated financial position of Chrsyler Corp. and all wholly owned subsidiaries 
at December 31, 1954, and the consolidated results of their operations for the 
year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year, except for the inclu- 
sion, which we approve, of wholly owned foreign subsidiaries in the consolidation. 


TovucHE, NIVEN, BartEy & SMART, 
Certified Public Accountants. 
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Comparative statement of financial position, Dec. 31 





| 1954 1953 1952 


Current assets | 
Cash and marketable securities.............| $162, 622, 420 | $120, 499,813 | $167,009, 358 | $195, 230, 812 
127, 002, 517 96, 902, 659 151, 286, 049 | 58, 606, 928 
Unbilled costs soder defense contracts 35, 640, 444 24, 294, 373 44, 348, 549 15, 012, 053 
Inventories 258, 402, 231 277, 967, 035 219, 853, 675 210, 928, 286 
Prepaid insurance, taxes, and other ex- 
8, 827, 292 7, 620, 810 7, 674, 169 6, 729, 102 


Total current assets 592, 494,904 | 527, 284, 690 590, 171, 800 486, 507, 181 
Less current liabilities 385, 618, 574 | 327, 793,287 | 366, 359, 663 236, 947, 260 


Net current assets 206, 876, 330 199, 491, 49°73 | 223, 812, 137 249, 559, 921 
Investments and other assets 13, 823, 034 25,118,941 | 14, 748, 204 16, 571, 170 
Property, plant, and equipment-.........-.....| 428,273,781 | 345,507,409 | 308, 958, 987 | 254, 889, 362 





‘otal 648, 973, 145 570, 117,755 | 547, 519, 278 | §21, 020, 453 
Less long-term debt 62, 500, 000 0 0 0 


Shareholders’ investment 586, 473,145 | 570, 117, 753 | 547, 519, 278 521, 020, 453 





Shareholders’ investment, common stock.......| 217, 556,600 | 217, 556, 600. | 217, 556,600 | 217, 556, 600 
Net earnings retained for use in the business..--| 368, 916, 545 | 352, 561, 153 | 329, 962, 678 | 303, 463, 853 








586, 473,145 | 570, 117, 753 | 547, 519, 278 521, 020, 453 


Note.— Wholly owned foreign subsidiaries have been included in the consolidation in 1954; such sub- 
sidiaries were not included in the years 1951 to 1953. 


Comparative consolidated statement of net earnings, year ended Dec. 31 





| 1954 1952 1951 


Units sold: Passenger cars and trucks. -_--.------ 883, 769 | 4 344, 583 i, i4, 228 1, 395, 833 


Net sales.....- \g2,071, 597 960, $3,347,863,995 |$2,600,958,683 |§2, 546, 678, 799 
Dividends received from foreign subsidiaries. - 2, 175, 800 4, 260, 115 3 819, 770 
Interest and miscellaneous income 2, 378, 3 | 4, 429, 680 3, 639, 762 5, 097, 062 


2, 073, 976, 673. 3, 364, 469, 475 2, 608, 858, 560 2, 555, 595, 631 


| 


Cost of products sold, other than items below- -/1, 820, 345, 362 |2, 936, 286, 601 |2, 194, 953, 662 | 2, 256, 339, 630 
Depreciation of plant and equipment---__- 49, 944, 738 46, 953, 456 36, 647, 132 25, 891, 880 
Administrative, engineering, selling, advertis- | 
ing, service, and general expenses... | 159, 147.021 | 144,506,436 | 105, 712, 124 103, 076, 535 
Pension, retirement plan, insurance, and other 
employ ee benefit costs. - 25, 509, 340 23, 137, 448 18, 491, 788 17, 706, 901 
Provision for contingent compensation pone 8, 258, 483 3, 796, 917 5, 357, 255 1, 607, 216 
Interest on long-term debt 7 need 1, 171, 875 0 0 
United States and foreign taxes on income: 
Normal tax and surtax. 2, 600,000 | 112,000, 000 138, 000, 000 78, 600, 000 
eucess preiits taK. 2. sc. 2 - 222.2... 20 ee 9} 13, 000, 000 31, 000, 000 400, 000 


2, 055, 459, 903 (3 279, . 680, 858 | 2, 530, 161, 961 2, 483, 622, 162 


18, 516, 770 | 74,788,617 | 78, 696, 599 











Note.—Wholly owned foreign subsidiaries have been included in the consolidation in 1954; such subsidi- 
aries were not included in the years 1951 to 1953. 


FOR 1955 

Style 

The 1955 Chrysler Corp., cars offer a full range of magnificent V-8 engines, and 
temporary. Silhouettes are low and eager. The new-horizon swept-back wind- 
shields give the widest eye-level visibility of any in the industry, and are the only 
ones fully wrapped around with sideposts slanted to blend into the aerodynamic 
lines of the cars. The cars have a poised look of motion, even when they are 
standing still. 


Engines 
The 1955 Chrysler Corp. cars offer a full range of magnificient V—8 engines, and 


in Dodge and Plymouth, power-proven sixes are available. Chrysler Corp. 
pioneered airplane combustion chamber principles in volume-produced passenger 
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ears, and the V-8 engines offered in Plymouth, Dodge, DeSoto, Chrysler,:.and 
Imperial cars in 1955 are without peer in American motorears. 


Power advances 


From year to year, Chrysler Corp. has led the industry in introducing new 
power advances. Power steering was first offered by Chrysler in 1951, and the 
new 1955 line offers the only coaxial full-time power steering in the industry, 
available on every car. Power brakes were a Chrysler first, and are available to- 
day in every corporation car with a new and unique wide pedal for safer control. 
Power seats, power-electric windows, power antennas: the finest of touch controls 
are available in every car in ’55. And of course PowerF lite automatic transmis- 
sion, introduced last year, is winning hosts of new friends with its remarkable 
smoothness and accelerating ability, combined with the new convenient instru- 
ment panel location of the PowerFlite range selector. 


Ride and comfort 


Another Chrysler exclusive, famous Oriflow shock absorbers are standard on 
every corporation car. They give the smoothest ride in the industry—self-adjust- 
ing for either rough roads or smooth boulevards. Important front-end suspension 
advances this year provide a low-level, road-hugging ride that makes for excep- 
tional comfort and riding ease, from the low-priced Plymouth right through the 
exclusive Imperial. 

Chrysler Corp.—The forward look for 1955—Plymouth, Dodge, DeSoto, Chrys- 
ler, and Imperial Passenger Cars and Dodge “Job Rated” Trucks; Mopar parts 
and accessories; Airtemp heating, cooling, and refrigeration; Chrysler marine 
and industrial engines; Oilite powdered metal products; Cycleweld; defense 
products. 




















THIRTY-FIRST ANNUAL REpoRT, CHRYSLER CorP., FOR THE YEAR ENDED 
DECEMBER 31, 1955 


Summary of 1955, Chrysler Corp. and all wholly owned subsidiaries 





SS ea eeaies 


1955 1954 | Percent 
change 










| ; | 
a ey 7 . $3, 466, 222, 350 $2, 071, 597, 960 | +67,3 






Net earnings...........-- Lear aae a $100, 063, 330 $18, 516, 770 | +440. 4 
Net earnings as a percent of sales_____- - 2.89 | 89 | +224. 7 


Zo earnings per share__- ais $11. 49 $2. 13 | +439. 4 








| ——— = oa 


Dividends paid--- : aa $34, 792, 518 | $39, 157, 281 | —11.1 
Dividends paid per sh¢ are. 4.00 4. 50 | —11.1 
Taxes, excluding excise taxes of $286,132,121 in 1955 and | 

$150,410,495 in 1954_____ = a ceisiwata 174, 131, 124 | 35, 358, 801 | +392. 5 
Materials, supplies, and services - e 2, 090, 936, 102 1, 300, 804, 394 +60.7 
Wages, salaries, and employee benefits -- 940, 360, 095 631, 938, 405 +48.8 





Current assets. . Feces asia hee aa 891, 190, 710 | 592, 494, woe +50. 4 
Current liabilities.................-- 3 ; 585, 809, 591 385, 618, 574 | +51.9 


ina 













Net current assests. .......<.......... 


305, 381, 119 330 | 





206, 876, 





Number of shareholders of record - --- | 87, 73% 89, 307 | —1.8 








> 
Average number of shares owned per shareholder - - 99 | 97 +2.1 
Shareholders’ investment—book value per share. $74. 89 | $67. 39 | +11.1 
















Number of employees—United States plants at Dec. 31-| 176, 356 | 167, 813 | +5.1 


CHRYSLER CorpP., 
Detroit, Mich., February 9, 1956. 
To the Shareholders of Chrysler Corp.: 
In 1955 Chrysler Corp. had the highest dollar volume and highest unit sales 
in its history. Its Forward Look passenger cars accounted for 17.1 percent of all 
cars sold at retail in the United States as compared with 13.2 percent in 1954. 


Earnings improve 


Net earnings of Chrysler Corp. and all wholly owned subsidiaries for 1955 
were $100,063,330 as compared with $18,516,770 in 1954. These earnings for 1955 
were 2.89 percent of sales as against 0.89 percent in 1954. The 1955 earnings were 
equivalent to $11.49 per share as compared with 1954 earnings of $2.13 per 
share. 








22805—58—pt. 7——29 
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Dividends paid in 1955 were $4 per share, including an extra dividend of $1 
at the year end, with $7.49 per share retained for use in the business to provide 
additional working capital in line with our modernization and expansion program. 
In 1954, dividend payments were $4.50 per share, partly paid out of prior earnings. 


Record dollar volume 


Record dollar sales of all Chrysler Corp. products for 1955 were $3,466,222,350, 
a gain of 67.3 percent over sales of $2,071,597,960 in 1954. These products in- 
cluded Plymouth, Dodge, De Soto, Chrysler and Imperial passenger cars, Dodge 
trucks, Fargo trucks (marketed abroad), medium tanks, guided missiles, other 
defense products and services, MoPar parts and accessories, Airtemp air condi- 
tioning, heating, and cooling equipment, Chrysler marine and industrial engines, 
Oilite powdered metal products, and Cycleweld adhesives. 
Record unit sales 


The company’s record unit sales of passenger cars and trucks in 1955, includ- 
ing those of wholly owned foreign subsidiaries, amounted to 1,579,215 vehicles 
as compared with 883,769 in 1954. The previous high in sales was 1,473,893 units 
in 1951, including 78,060 of wholly owned foreign subsidiaries. 


Current assets greater 


Net current assets amounted to $305,381,119 at December 31, 1955, compared 
with $206,876,330 at December 31, 1954. 

On July 1, 1955, Chrysler Corp. received its second installment of $62,500,000 
under its $250 million loan agreement with the Prudential Insurance Company 
of America. Similar amounts are to be received on July 1, 1956 and July 1, 1957. 

During the year the corporation spent $137,513,367 for improvements and addi- 
tions to land, buildings, machinery, and equipment and $65,788,944 for special 
tools, dies, jigs and fixtures. These totals compare with $55,689,232 and 
$99,425,987 respectively in 1954. 

The amount charged against income for depreciation and obsolescence in 
1955 was $54,880,191 as compared with $49,944,738 in 1954. Amortization of 
special tools, dies, jigs and fixtures in 1955 was $110,154,926 as against 
$37,413,565 in 1954. 

Annual payroll higher 


With our production and sales at an all-time high in 1955, employment in our 
plants and total annual payroll also exceeded previous peaks. At December 31, 
1955, the number of employees in all Chrysler plants in the United States was 
176,356 as compared with 167,813 at the end of the previous year. Our total 
United States payroll was $835,549,631 for 1955 as against $568,130,011 in 1954. 

We are continuing our programs for reducing fluctuations in employment 
and otherwise increasing efficiency and economy in our plants. 

Another development in 1955 was the signing of new 3-year contracts with 
the unions that represent our employees. These agreements provide, as do those 
of our leading competitors, supplemental unemployment benefits, increased pen- 
sions, higher life insurance and weekly sickness and accident payments, and 
other economic provisions for our employees. These increased benefits add sub- 
stantially to our cost of doing business. 


Change in taz law 


Last year we reported that the 1954 Revenue Code, section 462, which en- 
deavored to bring more closely together sound corporation accounting practices 
and those required for tax purposes, permitted tax deduction of provisions for 
some accruing expenses established against each year’s business. Prior to that 
year, deduction of certain of these items charged to operations had not been 
allowed until disbursed, sometimes over a period of years. Section 462 per- 
mitted as deductions in 1954 both disbursements made in that year for prior 
years and accruals set up in 1954. In 1955, with the repeal of section 462, the 
corporation continued to maintain these accruals, but in some cases, at amounts 
that give recognition to the future income-tax deduction. 


Incentive compensation awards made 


The company’s incentive compensation plan is designed to provide rewards 
for key personnel who contribute to the success of the corporation. The plan has 
helped us attract and retain the services of valuable employees in the face of 
increasing competition for personnel. 
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Awards for 1955, under the incentive compensation plan, were made to 1,139 
employees. Awards for 1953, the last previous award year, were made to 501 
employees. Those sharing in awards are named by the board of directors 
upon recommendation of the incentive compensation committee, none of whose 
members participate in the plan. In general, such awards are payable in up to 
five annual installments. To earn out each installment, the recipient must re- 
main in the employ of the corporation throughout the year immediately preced- 
ing payment of each installment, unless the corporation has consented otherwise. 

For the year 1955, the provision for incentive compensation amounted to 
$8,526,853. It will be recalled that the board made no awards under the pro- 
gram for 1954, when earnings before income taxes failed to exceed 7 percent 
of the shareholders’ investment, as specified under the plan. 


New divisions established 


Continuing to decentralize operations, we established a west-coast division to 
direct manufacturing operations in that area. 

We also set up an engine and transmission group composed of three divisions: 
the forge and foundry division; the axle and transmission division; and the 
engine division. Each of these is to specialize in its respective field. 


New facilities go into operation 


Plant expansions and improvements undertaken in 1955 have increased our 
manufacturing capacity and efficiency. These include body assembly and body 
painting operations at the Chrysler division, a new plant on the outskirts of 
Kokomo, Ind., to make automatic transmissions, and a new Plymouth engine 
plant in Detroit, one of the most advanced plants of its kind in the world. 

A program to strengthen the central engineering division’s research and de- 
velopment facilities began in 1955. 

New paint equipment and a large number of new presses and other machinery 
were put into operation in the automotive body division. 

Acquiring the physical properties of the Universal Products Co., Inc., in the 
latter part of 1955 added the manufacture of automotive drive shafts and their 
components to our operations. 

The enlarged capacity of the passenger-car assembly and engine plants of 
Chrysler Corporation of Canada, Ltd., aided this subsidiary in improving its sales 
position in Canada during the year. 


Export sales up 


Export shipments of passenger cars and trucks from our United States and 
Canadian plants were 32.3 percent higher in 1955 than in 1954, 
Plant expansions of subsidiaries in Australia and England are underway to 


meet the demand for our products in these two markets and the sterling trading 
area generally. 


Work on large guided missiles increases 


Sales of military products in 1955 amounted to $195 million or 5.6 percent of 
our total business. Present contracts should yield a dollar volume of defense 
business in 1956 approximately equal to that of 1955. 

We wil complete our present contract for building medium tanks in the sum- 
mer of 1956 but will continue important research, engineering, and development 
projects on new kinds of tanks. Work in the field of large guided missiles, par- 
ticularly on the Redstone missile, accelerated in 1955 and is to increase further 
in 1956. 

In 1955 the corporation received clearance for its 1952 renegotiable defense 
business from the Government’s Renegotiation Board and no adjustments were 
required. Our defense sales for 1953, 1954, and 1955 are still subject to review, 
but we do not believe that these reviews will reauire any significant adjustments. 


Truck sales rise 

Sales of Dodge and Fargo trucks in 1955 increased to 115,554 units from 
107,362 in 1954. We are now building models ranging in capacity from half-ton 
to heavy duty 4-ton loads and meeting specifications of more than 90 percent of 
the truck market. We are now also marketing a new type, the “town wagon,” 
combining station-wagon passenger convenience with cargo carrying. 
Outlook for 1956 good 


Our 1956 “flight sweep” Plymouth, Dodge, DeSoto, Chrysler, and Imperial 
cars were introduced early in the fall of 1955 and the dealers and the public have 
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received them well. They incorporate more improvements than the cars of our 
major competitors and have been acclaimed by authorities throughout the country 
as extending the style leadership established by our 1955 design. Although the 
market for automobiles in 1956 will be highly competitive, we believe it will be 
a good market. 


George W. Troost dies 


George W. Troost passed away on January 24 this year. He had been with 
Chrysler Corp. for more than 20 years; had been a vice president since 1949, a 
director since 1951, a member of the finance committee since 1953, and chief 
financial officer of the company since January 1, 1955. His leadership and vision 
were of immense value to the company for many years, and his presence will 
be greatly missed by his many friends both inside and out of the company. 


F. W. Misch appointed chief financial officer 


F. W. Misch, vice president and former comptroller, has been named vice presi- 
dent, finance; elected to the board of directors of Chrysler Corp., and appointed 
to the finance committee. 

Mr. Misch, who joined Chrysler Corp. in 1926, has had wide experience in the 
company’s finance and accounting operations, and during the last 2 years has 
been in charge of the organization department responsible for the company’s di- 
visionalization program. He was named assistant comptroller in 1946, comp- 
troller in 1953, and a vice president in 1954. 

L. L. COLBERT, 
President. 
K. T. KELLer, 
Chairman of the Board. 


OTHER HIGHLIGHTS OF 1955 


Billion dollar program launched 


Our confidence in the long-term outlook for the automobile industry, and in 
Chrysler Corp.’s ability to increase its sales in that market, reflects itself in our 
plans to invest more than $1 billion over the next 5 years for capital improve- 
ments and plant enlargement, exclusive of what will be required for special tools. 
An important part of our long-range program calls for stepping up the efficiency 
and economy of the manufacture of major components of our cars, such as bodies, 
by integrating related processes and balancing as well as enlarging manufacturing 
facilities. Another substantial part will go to build new assembly plants closer 
to the markets for our automobiles. 

As part of this program, we have started to build a large new stamping plant in 
Twinsburg, Ohio, which will produce body components for all our cars. Our 
Newark, Del., plant will be enlarged and converted from tank manufacture into 
a modern automobile assembly plant for our Plymouth division’s east coast 
market. 

Other expenditures will include substantial amounts to modernize, and in some 
cases to replace, older plants to produce engines, transmissions, and other auto- 
motive parts and assemblies more economically and efficiently. We are expand- 
ing our research in developing the gas-turbine and other experimental engines, 
as well as in other important scientific fields. Our experimental gas-turbine 
engine, first shown to the public in 1954, has been undergoing extensive testing in 
all types of traffic conditions for more than a year. 


What we did with what we received 


Chrysler Corp. in 1955 received $3,470,525,768 from the sales of its products 
and other income. Here’s what ania o money was used for: 


| Amount | Percent 


Materials, supplies, and services ___ , 
Wages, salavies, and employee benefits__. 940, 390, 095 
Federal, State, ‘and local taxes a 174, 131, 124 
Wear and tear on buildings, machinery, equipment nt, and tools______- 165, 035, 117 
Dividends to Chrysler shareholders __- 34, 792, 518 | 
Retained in the business__-__ _- 65, 270, 812 | 


$2,090,936,102 
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All divisions show 1955 sales gains 


Plymouth, Dodge, DeSoto, Chrysler, Imperial passenger cars and Dodge and 
Fargo trucks gained in unit sales in 1955. The following table shows the total 
unit sales for the company and all wholly owned subsidiaries by model, for 
1955 as compared with 1954: 


Division | 1955 1954 


Plymouth 814, 578 426, 888 
dekh fiat ntdacio: Hines ctnaie: rerccesantadn na aes mba nassatanasssaeeediimaanamtes oan 332, 484 171, 015 


134, 305 73, 321 
Chrysler and Imperial... _--- 182, 294 105, 183 


Dodge and Fargo (export) SR Dy clas tt scken shies Seiko ae puweniadewat od 115, 554 107, 362 
| 1, 579, 215 883, 769 


Fleet sales improve 


The sale of Chrysler Corp. cars and truck for fleet use showed gains in 1955. 
More Plymouths are used in the taxicab business throughout the country than 
all other makes combined. The preference for Chrysler Corp. cars among taxi- 
cab fleet owners, whose cabs are operated an average of 70,000 to 80,000 miles per 
year, is indicative of the dependability and economy of our-products. Fleet sales 
have shown a marked year-to-year stability. 


Station wagon sales rise 


The trend toward suburban living and the increased rate of family formation 
has been reflected in an industrywide increase in sales of station wagons, and 
our divisions more than doubled their station wagon sales in 1955 as compared 
with the year before. Our 1956 station wagons are available in a wide choice 
of 2- and 4-door models and 6- and 8-cylinder engines. 


Sales staffs enlarged 


Important emphasis in our long-range forward-look program continues to 
be devoted to expanding and strengthening our sales force. We have added 
more than 500 regional, district, and zone managers in the last 2 years, and 
will continue to expand the staff of men who represent the company in the field. 
We have increased our advertising budgets for 1956, especially for newspaper, 
magazine, television, and radio. 

Chrysler Corp. dealers increased their sales and profits in 1955 over 1954 
and we are continuing to work with them on measures to help them improve 
their profit margins. 


Chrysler Corp. service training centers planned 


To assist dealers in providing uniformly good service to their customers, 
Chrysler Corp. plans a series of service training centers throughout the country. 
The first project, scheduled for Centerline, a suburb of Detroit, is to begin operat- 
ing in April 1956. At these training centers, dealer service personnel and 
Chrysler Corp. sales representatives are to receive classroom instruction and 
actual experience in the new mechanical features and improvements of today’s 
cars, 


New idea cars shown 


Four new idea cars—the Flight Sweep I and II, the Falcon and the Plains- 
man—designed by the engineering division’s advance styling studio, were intro- 
duced in 1955. These experiments in styling reflect trends in contemporary 
design. By building and exhibiting new concepts of automotive styling such as 
these, we sample public response, and gain valuable additional insight into the 
public’s preference for the cars of tomorrow. 

Because of the growing public demand for automobiles that combine the feel 
and performance of a sports car with the convenience of a passenger car, Chrysler 
Corp. introduced early in 1956 four new models: Plymouth’s 240 horsepower 
Fury, the Dodge 260 horsepower 500, the DeSoto 315 horsepower Adventurer, 
and the Chrysler 340 horsepower 300 B. 
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Chrysler cars set new records 


Chrysler Corp. cars established an impressive list of victories in stock car races 
in the United States and abroad in 1955. These represent another measure of 
the performance and dependability of our cars and are part of our continuous 
effort to make cars safer and better. 

The Chrysler 300 made auto racing history by winning both the 1955 Grand 
National stock car racing championship (NASCAR) and the 1955 American Au- 
tomobile Association stock car racing championship. This was the first twin 
championship for one make of car in industry history. In all, Chrysler 300 
cars won 37 first places in NASCAR and AAA races of 100 miles and more during 
the 1955 racing season. The closest competitor won 10 such races. 

Other Chrysler Corp. models also were successful in setting new stock car 
records. A 1956 model Dodge, selected at random from the assembly lines in 
Detroit made automotive history with a clean sweep of more than 300 stock 
ear records in the unlimited closed car division for speed, performance and 
endurance. The new Plymouth Fury established a new United States stock car 
acceleration record for a measured mile. A 1955 DeSoto set the NASCAR “flying 
mile” speed record for class 3 American built stock cars. 


1956 cars feature many changes 


Our company continues to pace the automobile industry in the number of en- 
gineering improvements in the new models. Most striking of these 1956 additions 
is the mechanical pushbutton control for PowerFlite transmissions, exclusive 
with our 1956 cars. This has brought a new simplicity, safety and ease to driv- 
ing. Approximately 67 percent of our 1956 Plymouth cars are being ordered 
with push-button controls and PowerFlite. This is the highest percentage of 
Plymouths ever ordered with automatic transmissions. Customer selection of 
pushbutton controlled automatic transmission for the higher priced lines 
amounts to 92 percent for Dodge, 99.3 percent for DeSoto, and 99.8 percent for 
Chrvsler and Imperial. 

Other major innovations in our 1956 cars include new LifeGuard door latches, 
safety seat belts and, of particular importance, our exclusive Center-Plane 
drum brakes for quicker, easier and safer stopping. 


Automotive safety stressed 


Our company, which has pioneered many of the safety features in today’s 
automobiles, also was the first in the industry to announce the decision to provide 
seat belts that would meet the rigid strength requirements of the Civil Aero- 
nautics Administration for commercial airplanes. To advance the study of the 
causes of highway accidents and the development of additional safety features 
in future cars, the company contributed $200,000 to the Cornell University 
Medical College for expanding the automotive crash research program. 


Chrysicr leads industry in using aluminum 


Our company continues to lead in the automobile industry in using light 
metals, particularly aluminum. The five lines of 1956 Chrysler Corp. automobiles 
average 75 pounds of aluminum a car. This compares with an average of 
only 35 pounds per car for the automobile industry as a whole. The trend 
toward greater use of aluminum reflects three major advantages of this metal 
in making automobiles: It produces important savings in weight, is highly 
resistant to corrosion, and is easier to handle in many manufacturing operations. 


Chrylser common stock is widely owned 


Ownership of Chrysler Corp. common stock is widely diversified. All of the 
48 States, as well as many foreign countries, are represented among our share- 
holders. The 8,706,890 common shares outstanding as of December 31, 1955 
were in the hands of 87,732 shareholders of record, including 129,433 shares held 
by 1,039 individuals living outside the United States and its territories. No 
individual shareholder of record owned more than 1.15 percent of the total 
number of shares outstanding. 


Special products group set sales records 


During 1955 our Cycleweld, Airtemp, Amplex, and Marine and industrial 
engine divisions each enjoyed the highest civilian sales in its history. 

Cycleweld virtually doubled its business in 1955 as compared with 1954 in 
the sale of adhesives and car-sealing materials. 

The Airtemp division increased its sales of air-conditioning equipment and 
furnaves. Especially noteworthy was the substantial increase in the sale of 
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the new waterless cooling units, which our company was the first to develop. 


These units have been particularly popular in areas where installation of 
water-using units has been restricted. 


Sales of marine and industrial engines were more than 20 percent higher than 


in the previous year. 


Amplex averaged more than 12 million individual powered 


metal pieces a month and very substantially increased its total business. 


CHRYSLER CORP. AND ALL WHOLLY OWNED SUBSIDIARIES 


Comparative consolidated statement of financial position, Dec. 81 





Current assets: 
Cash and marketable securities 
Accounts receivable 


Unbilled costs under defense contracts _ 


Inventories 


Prepaid insurance, taxes and other expenses. 


Total current assets__........---.-- 


Less current liabilities__..__...._- 
Net current assets _- ‘ 

Investments and other assets___ _- 

Property, plant and equipment. 


Total. 
Less long-term debt _- 


Shareholders’ investment. 
Shareholders’ investment: 


Common stock 
Additional paid-in capital 


Net earnings retained for use in the business 





1955 


$349, 946, 208 
121, 298,951 
19, 633, 766 
388, 134, 458 
12, 177, 327 


585, 809, 501 


305, 381, 119 
13, 657, 279 
458, 035, 004 


777, 073, 402 
125, 000, 000 


652, 073, 402 


217, 672, 250 
213, 795 
434, 187, 357 


652, 073, 402 


| 
} 
} 
| 


891, 190, 710 


| 1954 


$162, 622, 420 
127, 002, 517 
35, 640, 444 
258, 402, 231 
8, 827, 292 
592, 494, 904 
385, 618, 574 


206, 876, 330 
13, 823, 034 
428, 273, 781 


648, 973, 145 
62, 500, 000 


586, 473, 145 


217, 556, 600 
0 
368, 916, 545 


586, 47 3, 145 


1953 


$120, 499, 813 
96, 902, 659 
24, 294, 373 

277, 967, 035 

7, 620, 810 
527, 284, 690 
327, 793, 287 


199, 491, 403 
25, 118, 941 
345, 507, 409 


570, 117, 753 
0 


570, 117, 753 





217, 556, 600 

0 
352, 561, 153 
570, 117, 753 


1952 


$167, 009, 358 
151, 286, 049 
44, 348, 549 
219, 853, 675 
7, 674, 169 


590, 171, 800 
366, 359, 663 


223, 812, 137 
14,748, 204 
308, 958, 937 
547, 519, 278 
0 

547, 519, 278 


217, 556, 600 

0 
329, 962, 678 
547, 519, 278 


Wholly owned foreign subsidiaries have been included in the consolidation in 1954 and 1955; such sub- 
sidiaries were not included in the years 1952 and 1953. 


Comparative consolidated statement of net earnings, year ended Dec. 31 


| 


| 
Units sold—passenger cars and trucks. -| 
| 


1955 


1, 579, 215 


1953 


% 344, , 583 | 








Net sales_ 

Dividends received from foreign sub- 
sidiaries_ 

Interest and miscellaneous income 


Total_... 


Cost of products sold, other than items 
below. 
Depreciation of plant and equipment.. “ 
Administrative, engineering, selling, 
advertising, service, and ae ex- 
penses_. i 
Pension and retirement plans_ ee ; 
Provision for incentive compensation 
plan_... ; 
Interest on long-term debt - - - -- 
United States and foreign taxes on 
income: 
Normal tax and surtax 
Excess-profits tax 


anc enasctee 





Net earnings. --- 


$3, 466, 222, 350 | 


3, 470, 525, 768 


2, 937, 812, 704 


3, 370, 462, 438 


0 
4, 303, 418 
54, 880, 191 | 


219, 486, 747 
21, 240, 318 





8, 526, 853 
3, 515, 625 


125, 000, 000 
0 





100, 063, 330 


$2, 071, 597, 960 | 


2, 073, 976, 673 | 


1, 828, 635, 023 


160, 464, 007 


2, 055, 459, 903 


0 
2, 378, 713 


49, 944, 738 


15, 902, 693 
(3, 258, 433) 
1, 171, 875 


2, 600, 000 
0 





18, 516, 770 


$3, 347, 863, 995 


3, 354, 469, 475 


2, 944, 027, 113 | 


3, 279, 680, 858 


2, 175, 800 
4, 429, 680 


46, 953, 456 | 


145, 623, 099 
14, 280, 273 


3, 796, 917 
0 


112, 000, 000 | 
13, 000, 000 


74, 738, 617 





1952 


1, 114, 228 
$2, 600, 958, 683 
4, 260, 115 
3, 639, 762 


2, 608, 858, 560 


2, 200, 778, 570 
36, 647, 132 


106, 407, 056 
11, 971, 948 
5, 357, 255 

0 


138, 000, 000 
31, 000, 000 


2, 530, 161, 961 
78, 696, 599 


Wholly owned foreign subsidiaries have been included in the consolidation in 1954 and 1955; such sub- 
sidiaries were not included in the years 1952 and 1953. 


In the years 1952 through 1954, insurance and other employee benefit costs have been reclassified to costs 


and expenses. 
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Consolidated balance sheet, Dec. 31, 1955 


Current assets: 


ee te te Le $140, 299, 441 
Short-term marketable securities—at cost and accrued 

NN ak ete ie Se ea ib tS 209, 646, 767 
Trade accounts receivable, including defense, less provision 

of $450,000 for doubtful accounts___._______________-_-_- 114, 597, 847 
Other accounts receivable (including account with partially 

owned Australian subsidiary—$4,844,195)_....._________ 6, 701, 104 
Unbilled costs under defense contracts, less partial pay- 

a nnuutbeneeenpeininianibanipinm 19, 633, 766 


Inventories—at lower of cost (first-in, first-out method) or 
market, less partial payments of $3,295,734 on defense 


athe A Ay setae Re eT a a 388, 134, 458 
Prepaid insurance, taxes and other expenses______________- ~_ 12, 1 177, 327 
ne eT ee iim ienneinine 891, 190, 710 


Investments and other assets: 
Investment in partially owned Australian sub- 


ee aici ene $3, 101, 397 
Investment in dealer enterprise dealerships— 
DO arisen keira Ricnbcbinnanitbetsbed iach cleat atcecisesunasntiwin 3, 588, 200 


Common stock of Chrysler Corp. acquired for 
distribution under incentive compensation 
plan—9,946 shares at cost___._.__..___________ 802, 696 
Sundry advances and investments____________ 6, 164, 986 
+ 13, 657, 279 





Property, plant, and equipment: 
Land ($16,356,745), buildings, machinery, equip- 


ment, and tools—at cost__....._-___________ 749, 939, 421 
Less accumulated depreciation_.__._____________ 291, 904, 417 
—_—————- 458, 035, 004 
ca ee ements 1, 362, 882, 993 


Net assets in Canada, England, and Belgium which have been included in 
the above statement were $56,542,923, including net current assets of $13,629,554. 
Net earnings in these countries for the year amounted to $6,134,907. 
Current liabilities: 


Accounts payable and payrolis._.__......................... $343, 586, 757 
i sb ccaenieinianisinenesainontine 94, 068, 724 
United States and foreign taxes on income____--______------ ___ 148, 154, 110 

re I eI a ie cen 585, 809, 591 


3% percent promissory notes, due July 1, 2054, under agreement to 
borrow $250,000,000 by July 1, 1957; convertible by either party 
after Jan. 1, 1962, into 3% percent notes due in equal instal- 
I IN i eet nnemnnanmmnan 125, 000, 000 

Shareholders’ investment: 

Represented by— 
Common stock—par value $25 per share: 
Authorized 20,000,000 shares (at (Dec. 
31, 1955, 395,374 shares were re- 
served for the stock option plan for 
salaried officers and key employees, 
of which options for 297,874 shares 
were outstanding in 3 lots at prices 
of $69.35, $73.51 and $77.07 per 
share; the average being $73.17; 
these prices representing 95 percent 
of fair market values on the dates 
the options were granted; of these, 
options for 198,624 shares were exer- 
cisable). 
Issued 8,973,376 shares, of which 266,- 
486 shares were in treasury and 
8,706,890 shares were outstanding... $217, 672, 250 
Additional paid-in capital_____.__.___--__-~ 213, 795 
Net earnings retained for use in the busi- 


—_—_—_————— __ 652, 078, 403 
asic cteeniicinie 1, 362, 882, 993 
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At Dec. 31, 1955, the corporation’s share of accumulated net earnings retained 
for use in the business since acquisition of an unconsolidated partially owned 
Australian subsidiary which has not been included in the above statement 
amounted to $4,829,076. The corporation’s share of net earnings for the year 
of this subsidiary was $1,658,134. 


Consolidated statement of net earnings, year ended Dec. $1, 1955 


$3, 466, 222, 350 
4, 303, 418 


3, 470, 525, 768 
Cost of products sold, other than items below____ $2, 937, 812, 704 
Depreciation of plant and equipment 54, 880, 191 
Administrative, engineering, selling, advertising, 
service and general expenses 219, 486, 747 
Pension and retirement plans______-______-_____ 21, 240, 318 
Provision for incentive compensation plan 8, 526, 853 
Interest on long-term debt 3, 515, 625 
Taxes on income (United States $118,500,000, 
Foreign $6,500,000) 
3, 370, 462, 438 


Net earnings 100, 063, 330 


The estimated annual future cost of all pension and retirement plans now in 
effect is $30,000,000, including $8,000,000 for past service costs. On a continu- 
ing basis, unfunded past service costs at Dec. 31, 1955, amounted to approximately 
$160,000,000, which are being amortized over periods not exceeding 30 years. 


Consolidated statement of additional paid-in capital, year ended Dec. 31, 1955 


Excess of option price over par value of 4,626 shares of common stock 
issued under stock option plan during the year ended Dec. 31, 1955___ $213, 795 


Consolidated statement of net earnings retained for use in the business, year 
ended Dec. $1, 9155 


Balance at Jan. 1, 1955 $368, 916, 545 
Net earnings for the year 100, 063, 330 


468, 979, 875 
34, 792, 518 


434, 187, 357 


Detroit, MicH., February 9, 1956. 
BoarRpD OF DIRECTORS, 


Chrysler Corp., Detroit, Mich. 


We have examined the consolidated balance sheet of Chrysler Corp. and all 
wholly-owned subsidiaries as of December 31, 1955, and the related consolidated 
statements of net earnings, net earnings retained for use in the business, and 
additional paid-in capital for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly in- 
cluded such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of net earn- 
ings, net earnings retained for use in the business, and additional paid-in capital 
present fairly the consolidated financial position of Chrysler Corp. and all 
wholly-owned subsidiaries at December 31, 1955, and the consolidated ‘results of 
their operations for the year then ended in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. 

ToucHE, NIVEN, BAILEY & SMART, 
Certified Public Accountants. 
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CHRYSLER CORPORATION ANNUAL REPORT FOR THE YEAR ENDED DECEMBER 31, 1956 


To Our Shareholders: 


CHRYSLER CorRP. 
Detroit, Mich., February 7, 1958. 


The financial results for Chrysler Corp. and all wholly-owned subsidiaries in 
1956 were adversely affected by the substantial decline in demand for automo- 
biles, following the record level of sales in 1955. 

Reflecting this industry trend, our company’s total units sales of passenger 
cars and trucks in 1956, were 1,077,877 units, as compared with 1,579,215 in 1955. 

Total dollar sales for 1956 of all Chrysler Corp. products amounted to $2,676,- 
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834,431. This was the third highest sales year in our history, but 23 percent 
below the record 1955 sales of $3,466,222,350. 

Net earnings were $19,952,969 equal to 0.75 percent of total sales. This com- 
pared with 1955 earnings of $100,063,330, or 2.89 percent of sales. The 1956 earn- 
ings were equal to $2.29 per share as compared to $11.49 per share in 1955. 

In the final weeks of 1956 and continuing in the early part of 1957, the in- 
creased level of automobile sales and production, as well as improvement in our 
profit margins, has been encouraging, and indicates that our financial results in 
1957 will begin to reflect our program for improved profits. 

Our earnings in 1956 were affected not only by lower demand but also by 
other factors. The design, engineering and development of our 1957 cars re- 
quired extensive plant rearrangement and unusually heavy initial outlays. To 
meet competitive schedules, the time for developing these new automobiles was 
shortened several months, which involved extremely heavy costs in the early 
weeks of production. 

Dividend payments to our shareholders in 1956 amounted to $26,118,762 which 
exceeded our net earnings for the year by $6,165,793. Cash dividends have 
been paid continuously for 31 years. 

From the longer range outlook, our company in 1956 continued to make funda- 
mental improvements in manufacturing efficiency, cost control and basic organi- 
zation designed to strengthen our competitive position in the industry and ob- 
tain better profits for our shareholders in future years. 

Among these developments are the following: 

1. Creating a new organization structure for coordinating our decentralized 
operating divisions and the central management of our company. 

2. New programs for closer cost controls, better scheduling of production and 
inventories and improved labor productivity. 

3. Realining and strengthening our sales and marketing activities to achieve 
increased market penetration for our cars and trucks. 

The full benefits of such major changes will be realized gradually and pro- 
gressively. We are confident that these improvements and programs have 
developed better profit opportunities for 1957. 

The public and our dealers are receiving the new 1957 Plymouth, Dodge, De- 
Soto, Chrysler, and Imperial cars with notable enthusiasm. In response to the 
rising demand and retail sales performance of our 1957 models, our assembly 
plants are scheduled to build one-third more cars in the first 3 months of this year 
than were produced in the same period last year. 

In 1956, retail sales of our cars averaged 16.3 percent of all new car sales in the 
United States, compared with 17.1 percent in 1955. 

Defense sales of military products in 1956 amounted to $165 million, or 6.2 
percent of our total business, as compared with $195 million, or 5.6 percent in the 
previous year. The company’s role as prime contractor under the Redstone- 
Jupiter ballistic missile programs expanded substantially during 1956. 

In 1956 the company’s 1953 renegotiable defense business was cleared by the 
Government’s Renegotiation Board and no adjustments were required. Our 
defense sales for 1954, 1955, and 1956 are still subject to review, but we do not 
believe that any significant adjustments will be required. 

In 1956 we spent $124,969,732 to expand, modernize and replace facilities, as 
compared with $137,513,367 in 1955. Expenditures in 1957 are likely to be in this 
range. 

Expenditures for special tools, dies, jigs and fixtures in 1956 were $156,351,352 
as compared with $65,788,944 in 1955. 

The amount charged against income for depreciation and obsolescence in 1956 
was $67,994,525 as compared with $54,880,191 in 1955. Amortization of special 
eae dies, jigs and fixtures in 1956 was $51,039,252 as against $110,154,926 in 

55. 

At the year end, after these heavy facilities and tooling expenditures, net cur- 
rent assets were $208,216,862 as compared with $305,381,119 at December 31, 1955. 
In July 1956 the company received the third installment of $62,500,000 under its 
$250 million loan agreement with the Prudential Insurance Company of America, 
with the final payment of $62,500,000 to be received in July 1957. 

Significant improvement in labor relations was achieved in 1956. Employees 
and their representatives, generally speaking, are coming to recognize that in 
addition to our having outstandingly competitive cars and trucks—in which the 
company has attained quality, style and engineering leadership—our work stand- 
ards, in terms of individual efficiency, also must be competitive. 
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Approximately 75 percent of eligible Chrysler salaried employees have enrolled 
in the new thrift-stock ownership program for regular investment in Chrysler 
common stock and United States savings bonds, which started August 1, 1956. 

No awards were made under the company’s Incentive Compensation Plan to 
officers and key personnel for 1956, inasmuch as earnings did not reach the level 
required by the plan. 

We appreciate the confidence and support of our shareholders in 1956—a year 
of building for the future. 


L. L. Coisert, President. 


Financial highlights, Chrysler Corp. and all wholly owned subsidiaries 


1956 1955 


| 
5k ee ok. Eh ieee euied ele id de wai dowsing ; —r > $2, 676, 334,431 | $3, 466, 222, 350 
Net earnings alle dade cal wd tae , es $19, 952, 959 | $100, 063, 330 
Net earnings as a oe" wre ee oe eros eee me 0.7 = | 2. 89 
Nee ee dict casemiaen eke eae ; $2. $11. 49 
Div dends paid.- : $26, 118, 102 $34, 792, 518 
Dividends paid per share-- $3. 00 $4. 00 
Taxes, excluding excise taxes of $212, 034, 405 in 1956 and $286,132, 121 in 1955. $68, 078, 638 $174,131, 124 
Mater als, supplies and services--_-. $1, 687, 962,602 | $2, 090, 936, 102 
Wages, salar’es and a ee benefits_- $787, 270, 262 $940, 360, 095 
Current Se era ae : . $689, 304, 907 $891, 190, 7 
Current l'abil't’es-- teases wes diGwisna seen saab , ce $461, 088, 045 $585, 809, 5¢ 
Net current assets _ pti ths Leanne addins = $208, 216, 862 $305, 381, 
Number of sharehol‘ers of record____- a i a a re 88, 925 87, 
Average number of sha~es owned per shareholder__...._..______..._____- 98 
Shareholders’ investment—hbook value per share. sipeeie dais $74. 18 $74. 
Number of employees—U nited States plants at Dee. 31... S855 i Sebedeeties 143, 873 176, 356 





REVIEW OF 1956—A FORWARD LOOK TO 1957 


1957 forward-look cars set value and styling standards 


The rising level of sales of our new Plymouth, Dodge, DeSoto, Chrysler, and 
Imperial cars since their introduction last November 1 points to an excellent 
sales opportunity for our products in 1957. 

Since the start of the present year, impressive gains in retail sales of our 
automobiles have been made by each of the five lines over the same period last 
year. The sales trend to date clearly indicates a widespread acceptance by the 
public as well as our dealers of the styling, engineering and riding qualities of 
our 1957 forward-look line of cars and trucks. 

Our 1957 Plymouth, Dodge, DeSoto, Chrysler, and Imperial cars offer the 
widest selection of body styles and models in our history with 93 separate models 
to choose from, including 4-door hardtops in each of the 5 lines. Production of 
hardtops and station wagons has been substantially increased over the com- 
parable 1956 levels to meet the growing demand for these models. 

A new high level of performance, styling and comfort in the 1957 forward- 
look cars provides increased product values for our customers. These cars, 
with the lowest rooflines in the industry, incorporate more fundamental ad- 
vances in styling, design, and function than we have ever before offered in a 
single model year. 

The years-ahead styling of our 1957 cars, with dramatic and functional use 
of upswept fins, continues the design leadership established by our 1955 and 
1956 models—already the most imitated cars on the road. The upswept rising 
line from the lowered hood to the end of the rear fender is a contour which dis- 
tinguishes many modern forms of transportation, particularly modern jet air- 
craft. Wind-tunnel tests show that the high fins reduce steering effort by as 
much as 20 percent in strong crosswinds. 

Among the major engineering innovations available in all our 1957 cars is 
the industry’s first basic change in automobile suspension systems in nearly a 
quarter century. The new Torsion-Aire suspension system, product of 5 years of 
research and development, provides the level “cornering” on curves which pre- 
viously was available only on sports cars, and at the same time gives the smooth, 
soft ride long associated with Chrysler-built cars. 

Other significant functional features include dual headlights, new total-contact 
brakes, a combination heating and air-conditioning system, and the new three- 
speed TorqueFlite transmission whose superior characteristics were proven in 
service on the 1956 Imperial cars. 
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Our 1957 cars have been priced more competitively for increased sales and 
greater market penetration than at any time in the postwar period. Some fea- 
tures that were available as optional equipment at extra cost on most of our 
lines in previous years are now standard equipment. 


In 1956 unit sales exceed 1 million 


Unit sales of cars and trucks by Chrysler Corp. and all wholly owned subsi- 
diaries in 1956 exceeded 1 million units for the ninth year in the last 10 years. 


A comparison of unit sales of cars and trucks in recent years follows: 


1956 1955 1954 








| 
PO ence Fd aloe gout ‘ 495, 285 814, 578 | 426, 888 
Dodge acl Wok aad ; 3 25', 835 332, 484 171,015 
DeSoto samen nai : “- ‘ 105, 823 134, 305 | 73, 321 
Chrysler _.-_-- eats 4 : + 102, 178 168, 901 | 103, 381 
Imperial ae ‘ | 12 351 13, 393 | 1, 802 
Dodge and Fargo trucks_-.- 110, 405 115, 554 | 107, 362 


Total ____- ‘ ---| 1, 077, 877 


1, 579, 215 | 883, 769 


The sale of Chrysler Corp. cars and trucks for fleet use continued to increase in 
1956. Orders received from our fieet customers, notably conscious of style and 
value trends, in the first 4 months of the current model year continued this up- 
trend, and were nearly double the level for the same period of 1955. 

Sales of passenger cars and trucks from our Canadian plants in 1956 were the 
second highest in the company’s history, totaling 107,463 units, and exceeded only 
by the peak of 109,961 units in 1955. Chrysler of Canada’s share of the retail 
passenger car market in Canada in 1956 increased to 23.8 percent as compared 
with 22.9 percent in 1955. 

Truck sales 

Sales of Dodge and Fargo trucks in 1956 totaled 110,405 units as against 
115,554 units in 1955. Increased power and load capacities, three-speed auto- 
matic transmissions with pushbutton controls, extension of power steering and 
power brakes into all model types and new styling are among the many new 
features of the 1957 Dodge Power-Giant trucks. The new Dodge truck line 
covers 98 percent of all hauling needs, and offers 9 engines with 12 different 
horsepower ratings. 

Export shipments 


Export shipments of cars and trucks from our United States and Canadian 
plants declined from the peak levels of 1955, but were the third highest dollar 
volume on record. In 1956, Chrysler-built passenger cars shipped abroad ac- 
counted for 21.8 percent of all American made cars exported from the United 
States and Canada. 

Studies and surveys are being made of markets in which expansion of ex- 
port operations may be warranted. 

In 1956 the truck program of our Australian subsidiary became completely 
“self-supporting,” so that our commercial vehicles are now built locally according 
to our specifications, but without any shipment of material from the United 
States. 

What we did with what we received 


Chrysler Corp. in 1956 received $2,682,298,248 from the sale of its products 
and other income. This is how the money was used: 


| 


Amount Percent 


Materials, supplies, and services . 

Wages, salaries, and employee benefits 787, 270, 262 

Federal, State, and local taxes ; ; . ar is 68, 078, 538 

Wear and tear on buildings, machinery, equipment, and tools 119, 033, 777 

Dividends to Chrysler shareholders, including $6,165,793 paid from prior years’ 
uenenee Garmin... ok. o ccc claccudses : 


$1, 687, 962, 602 | 


26, 118, 762 | 
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Airtemp sales higher 


During 1956, our Airtemp division reported record sales of air-conditioning and 
heating equipment. During the year, this division introduced a do-it-yourself 
home air-conditioning system which a householder can install with basic carpen- 
ter tools. This new Airtemp system contains in 1 package everything needed to 
air-condition a new or existing home up to 1,100 square feet. The Airtemp 
package makes available a new mass market for residential air conditioning. 

Our Cycleweld, Amplex, and marine and industrial engine divisions reported 
satisfactory levels of civilian sales for their products, although somewhat below 
the peak levels achieved in 1955. 


Chrysler wins third Nascar title 


The engineering superiority of our cars was shown in 1956 in a number of 
endurance, economy, and performance tests. For example, a Chrysler “300” car 
won the grand national stock car racing championship (Nascar) for the third 
consecutive year. Victories of Chrysler-built cars in such events represent an- 
other measure of their performance and dependability as part of our continuing 
program for greater product values for our customers. 


New organization structure 


A major development in 1956 was the realinement of top-management functions 
as part of our long-range organization program. These changes are the out- 
growth of continuing intensive management studies, and serve a twofold purpose: 
to strengthen the central planning and decision-making functions of the company, 
and at the same time to improve the coordination between our decentralized 
operating divisions and the central management. 

The organizational means for assisting the president in coordinating and con- 
trolling the semi-autonomous operating divisions has been provided by estab- 
lishing an administrative committee and by creating 3 new administrative posts: 
administrative vice president and 2 group vice presidents; one—automotive— 
supervising the manufacture and marketing of motor vehicles and parts, and the 
other—basic manufacturing—in charge of basic vehicle components, such as 
engines, transmissions, body stampings, axles, and steering gear. 

In line with these changes, four corporate committees have been constituted 
to analyze and recommend plans and procedures for divisional operations. These 
are an executive scheduling committee, a personnel committee, an automotive 
group sales and marketing committee, and a manufacturing committee. 


Incentive compensation plan continued 


In April 1956, the shareholders amended their resolution of April 16, 1929, 
reaffirming the practice of paying incentive compensation and continuing the 
authority of the board of directors to establish incentive plans to remain in effect 
for up to 10 years. Thereafter, the board of directors adopted an incentive com- 
pensation plan consistent with the shareholders’ resolution and past practice “to 
encourage the continued and energetic efforts of officers and executives.” 

Under this plan, an incentive compensation fund is established for each year 
that consolidated net earnings of the corporation (before income taxes, pro- 
vision for incentive compensation, and interest on long-term debt) exceed 7 
percent of the shareholders’ investment and of the long-term debt. The fund is 
limited to 5 percent of such excess. The final determination of individual awards 
is made each year by a three-man incentive compensation committee composed of 
directors who do not participate in the plan. 

Since earnings for 1956 did not reach the level specified by the formula, no 
awards of incentive compensation were made out of earnings for the year. 


Chrysler shareholders increase 


Ownership of Chrysler Corp. common stock is widely distributed among all 
income levels of shareholders in each of the 48 States as well as many foreign 
countries. The 8,710,704 common shares outstanding as of December 31, 1956, 
were owned by 88,925 shareholders of record, an increase of 1,193 over the 1955 
year end. 

If the shareholders whose stock is held in the names of stockbrokers, bank 
fiduciaries, banks, trust companies, and other nominees are included, the actual 
number of Chrysler Corp. shareholders probably exceeds 110,000 persons. 

An analysis of our shareholders in August 1956, disclosed that 80,000 of our 
shareholders owned from 1 to 100 shares each, and 22,000 owned 10 shares or less. 
No individual shareholder owned of record more than 1.15 percent of the total 
number of shares outstanding. 
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Chrysler stock is also widely distributed geographically. The largest number 
of our shareholders is located in New York State with nearly 17,000, followed 
in order by nearly 8,000 shareholders in Pennsylvania, 7,000 in Michigan, nearly 


6,800 in California, 6,100 in New Jersey, 5,500 in Illinois, 4,700 in Massachusetts, 
and 3,500 in Ohio. 


More aluminum used in Chrysler cars 


Chrysler Corp. continues to set the pace in the automotive industry in the 
use of light metals. 

The 1957 Chrysler Corp. cars contain an average of 100 pounds of aluminum 
for the 4-door sedans, compared with an average of 75 pounds for the 1956 models, 
and the industry average of 45 pounds for all 1957 models. 

New uses of aluminum on the forward-look cars include three distinctive 
types of aluminum grills—perforated, rolled, and extruded. Other Chrysler firsts 
include curved extruded window frames, anodized sheet aluminum body side 
trim, headlamp trim plates, hood moldings, and wheel] covers. 

Both the new 3-speed TorqueFlite and the PowerF lite transmissions contain 
over 35 pounds of aluminum—which exceeds the automobile industry average for 
all uses of aluminum on 1956 cars. 

The trend toward greater use of aluminum in automobile manufacture reflects 
those advantages: It is durable, light, easily fabricated, and highly resistant to 
corrosion. 


PLANT IMPROVEMENTS 


Expenditures for plant improvement and tooling in 1956 amounted to $281,- 
821,084—the highest annual! outlay in the history of our company. Since the end 
of World War II, our company has invested over $1.3 billion for plant expansion 
and special tooling. 

The expansion and improvement program authorized for 1957 includes the 
completion of three major projects presently under construction: The building 
of the Twinsburg, Ohio, stamping plant; expanding and converting the former 
Newark, Del., tank plant into an automobile assembly plant to supply our east- 
ern markets; and the installation of new engine-manufacturing facilities at the 
existing Trenton, Mich., plant. 

When in full operation, the new Twinsburg, Ohio, stamping plant will contain 
28 major press lines, consisting of 260 presses, including 5 weighing over 600 
tons each. Completion of the automobile assembly plant at Newark, Del., is 
scheduled for this summer. 

The new engine facilities at Trenton, Mich., will be similar in many respects 
to the Plymouth V-8 engine plant in Detroit, which is considered the automobile 
industry’s most highly automated engine plant. Ultimately, it will make pos- 
sible important operating economies by reducing the number of separate engine- 
manufacturing operations in and around Detroit. 

Important additions to our facilities in 1956 included a new automatic trans- 
mission plant at Kokomo, Ind., and a substantial addition to the aluminum- 
piston foundry in Highland Park, Mich. The Kokomo plant, which manufac- 
tures the new Torque-Flite 3-speed transmission available on all 5 lines of 1957 
cars, is a 1-story, 824,000-square-foot building which covers 19 acres under 1 
roof. 

ENGINEERING AND RESEARCH 


Turbine car makes history 


One of the major automotive engineering achievements in 1956 was the trans- 
continental endurance test in March of Chrysler Corp.’s experimental gas-turbine 
engine. 

The turbine car—a 1956 Plymouth four-door sedan equipped with the Chrysler- 
designed gas-turbine engine—covered the 3,020-mile run from New York to the 
Los Angeles City Hall in slightly more than 4 days, and averaged between 
13 and 14 miles per gallon of fuel. As the climax to 10 years of research and 
development by Chrysler Corp. engineers on the gas-turbine, the history-making 
test served to prove how well the engine stands up under all types of road and 
weather conditions. 

Continued development of the Chrysler gas-turbine engine is dictated by 
such advantages over present piston engines as (1) it has only one-fifth as many 
moving parts and weights nearly 200 pounds less than a conventional power- 
plant; (2) it is virtually vibration-free; and (3) it can be operated on any type 
of fuel. 
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New facilities 

In 1956 the Engineering division completed its styling-design building and 
the body building, including new equipment. This physical expansion program, 
begun in 1955, has added 245,799 square feet to the engineering division’s fa- 
cilities, or a 36 percent increase. 

Our proving grounds facilities at Chelsea, Mich., were improved during 1956 
by adding 8 miles of paved “endurance” road and various new testing sites. 

Also announced during 1956 was the purchase of a 1700-acre tract of farm- 
land 9 miles north of Detroit as insurance for future growth /f engineering and 
administration operations. Few such large parcels of land remain in the 
Detroit environs, and this purchase assures the availability of property if 
further expansion is desirable in future years. 

A realinement of responsibilities of the engineering division, executed pri- 
marily during 1956, created three new sections and rearranged existing activities 
for better control and more efficient operation. 


EMPLOYEE RELATIONS AND BENEFITS 


As a result of the lower level of automobile production in 1956, the total an- 
nual payroll declined from the alltime record peak of the previous year. Our 
total United States payroll was $684,991,431, as compared with $835,549,631 in 
1955. Empleyment in all Chrysler plants in the United States at December 31, 
1956, was 143,873 as compared with 176,356 at the end of the previous year. 

Not a single authorized work stoppage occurred in 1956. Although there were 
a number of wildcat strikes, these were of short duration and usually involved 
only a comparatively few employees. Responsible union representatives directed 
the employees to return to work and to follow the bargaining procedure pro- 
vided in their contracts. 

In addition to direct wages and salaries, Chrysler Corp. employees receive 
important other benefits which add materially to employment costs. Among 
these are pensions, retirement benefits, supplemental unemployment benefits, and 
the company’s contribution to the cost of group life, sickness and accident, and 
hospitalization and surgical insurance. 


Thrift-stock ownership program 


In 1956, the company adopted a thrift-stock ownership program for eligible 
salaried employees, which was authorized by the shareholders at the annual 
meeting in April. Each eligible employee may contribute up to 10 percent of 
his base salary (not to exceed $2,500 in any 1 calendar year). The program 
is designed to encourage systematic employee savings, while also giving our em- 
ployees a direct financial interest in the success of the company. 

A unique feature of the program provides that the company’s contribution 
increases in line with the improvement in the ratio of the company’s earnings 
to net sales. If the ratio of earnings to net sales is 5 percent or less, the com- 
pany contributes for investment in Chrysler stock an amount equal to 40 per- 
cent of the employee savings. This ratio is increased to 50 percent if earnings 
are more than 5 percent, but not more than 7 percent of sales, and to 60 per- 
cent if earnings exceed 7 percent of the company’s net sales. In each case, the 
employee’s savings are invested in Chrysler common stock in an amount equal 
to the company’s contribution, and the balance is invested in United States Gov- 
ernment bonds. 

Total assets held by the trustee under the program at the 1956 year end were 
$3.867.722 of which $1.6 million was invested in United States savings bonds 
and the balance of $2.2 million in Chrysler common stock. These shares were 
purchased by the trustee from issued and outstanding Chrysler common stock. 
As of December 31, 1956, approximately 75 percent of eligible employees were 
participating in the program. 


Salaried employees’ retirement income indenture 


Several important revisions in the Chrysler salaried employees’ retirement 
income indenture became effective August 1, 1956. 

1. Participation was extended to Chrysler salaried employees who were covered 
under separate plans at the former Briggs plants and at Universal Products Co., 
Ine. 

2. The minimum age requirement for eligibility was reduced from 3914 to 
35 years. 

3. The service requirement was reduced from 3 years of employment to 2 
years of salaried service. 
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4. Eligible employees who in the past chose not to participate in the plan 
were given another opportunity to become participants. 

More than 94 percent of the approximately 5,350 salaried employees who be- 
came eligible on August 1 chose to participate in the revised retirement income 
indenture. 

SALES AND MARKETING 





























During 1956 our company took a significant forward step in the distribution 
of our products by forming a new group marketing organization to coordinate the 
sales of our passenger cars and trucks. 

Intended to develop maximum effort for the sale of all automotive products, 
this new organization is placing principal emphasis on the merchandising of 
Plymouth cars to increase our share of the high-volume, low-priced automobile 
market. 

This new marketing organization will enable our company to act quickly on 
market situations at a local level and to conduct business with the dealers more 
efficiently and advantageously to them and to our company. For the purpose of 
coordinating sales and marketing programs, the United States is divided into 4 
areas, which in turn are divided into a total] of 18 zones. 


Dealer organization 


Our dealer organization as of December 31, 1956, consisted of approximately 
9,000 independent dealers in the United States, including 2,800 Chrysler-Plymouth 
dealers, 2,400 DeSoto-Plymouth dealers and 3,300 Dodge-Plymouth dealers, as 
well as several hundred dealers specializing in single lines or selling other 
combinations of our products. Dodge trucks are marketed through 4,000 dealers. 

The Chrysler Dealer Enterprise Plan, designed to assist qualified and aggressive 
dealer candidates to own dealerships, continued to grow during 1956. Seventeen 
new investments were made during the year, bringing to 50 the number of oper- 
ating dealerships under the plan. 

During 1956 our new sales training center at Centerline, Mich., was opened 
as the nerve center of our company’s sales and service training activities. The 
new two-story training center building, the industry’s largest, is the first of a 
series of such centers to train dealer sales and service personnel in the skills 
required for maintaining the new engineering developments on today’s modern 
forward look cars, including automatic transmissions, power steering, and power 
brakes. 






CHRYSLER CORP. AND ALL WHOLLY OWNED SUBSIDIARIES 


Comparative consolidated statement of financial position, Dec. 31 















| | | 
1956 1955 | 1954 | 1953 | 1952 
| 
saccular —_____ - | — eaten wisi - enepeies aan mask 
Current assets: | 
Cash and marketable securi- 
ties. i _.-| $204, 699, 208 | $349, 946, 208 $162, 622, 420 | $120, 499,813 | $167,009, 358 
Accounts receivable _...| 124,645,951 | 121, 298, 951 127, 002, 517 | 96, 902, 659 151, 286, 049 
Unbilled costs under defense | 
contracts _ - . : 14, 999, 849 19, 633, 766 | 35, 640, 444 24, 294, 373 | 44, 348, 549 
Inventories -_ 312, 243, 949 | 388, 134,458 | 258, 402, 231 277, 967,035 | 219, 853, 675 
Prepaid insurance, taxes and 
other expenses. seeees 12, 715, 950 12, 177, 327 | 8, 827, 292 7, 620, 810 7, 674, 169 
Total current assets__.....| 669, 304, 907 891, 190, 710 £92, 494, 904 527, 284, 690 590, 171, 800 
Less current liabilities_ .----| 461,088,045 | 585, 809, 591 385, 618, 574 327, 793, 287 366, 359, 663 



















Net current assets 208, 216, 862 | 5,381,119 | 206,876,330 | 199,491,403 | 223,812, 137 
Investments and other assets 11,913,091 | 13, 657, 279 13, 823,034 | 25, 118, 941 14, 748, 204 
Property, plant, and equipment.| 613, 542,382 | 458,035,004 428,273,781 | 345,507,409 | 308, 928, 937 

| 833, 672, 335 777, 073,402 | 648,973, 145 570, 117, 753 547, 519, 278 
Less long-term debt | 187,500,000 | 125,000,000 | 62, 500, 000 0 0 
Shareholders’ investment | 646, 172, 335 652, 073, 402 | 586,473,145 | 570,117, 753 547, 519, 278 
Shareholders’ investment: | | 
Common stock _- | 217, 767,600 | 217, 672, 250 217, 556, 600 217, 556, 600 217, 556, 600 
Additional paid-in capital. __| 383, 171 | 213, 795 0 0 0 
Netearnings retained for use | | 
in the business | 428,021,564 | 434,187,357 | 368,916,545 | 352, 561, 153 329, 962, 678 
Total_. 646, 172,335 | 652,073,402 | 586,473, 145 570, 117, 753 547, 519, 278 


Note.—Wholly owned foreign subsidiaries have been included in the consolidation in the years 1954 
hrough 1956; such subsidiaries were not included in 1952 and 1953. 
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Comparative consolidated statement of net earnings, year ended Dec. 31 


19°6 1955 | 1954 19:3 1952 


Units sold— ee cars and | 
trucks. _--- 1, 077, 877 1, 579, 215 883, 769 | A 344, 583 | 1, 114, 228 
Net sales. -_.. $2,676,334,431 $3, 466, 222, 350° $2,071,597,960 83, 347 ,863,995 is2, 600, 858, 683 
Dividends received from foreign 
subsidiaries not consolidated _ 0 0 0} 2, 175, 800 4, 260, 115 
Interest and miscellaneous 





5, 963, 817 4, 303, 418 2, 378, 713 | 4, » 429, 680 3, 639, 762 


2, 682, 298, 248 |3, 470, 525, 768 2, 073, , 976, 6, 673 (3: 354, 469, 47! 2, 2,608, 858, 8, 560 
Cost of products sold, other than | 
items below 2, 318, 549, 649 |2, 937, 812, 704 | 1, 828, 635, 023 x 944, 027, 113 | 2, 200, 778, 570 
Depreciation of plant and equip- 
ment 67, 994, 525 54, 880, 191 49, 944, 738 46, 953, 456 36, 647, 132 
Administrative, engineering, 
selling, advertising, service, 
and general expenses .---| 217,387,981 219, 486, 747 160, 464, 007 145, 623, 099 106, 407, 0°6 
Pension and retirement plans___- 30, 060, 259 21, 240, 318 15, 902, 693 14, 280, 273 11, 971, 948 
Provision for incentive com- 
pensation plan _- inieeatl 0 8, 526, 8°3 3, 258, 433 3, 796, 917 5, 357, 255 
Interest on long- term debt 5, 852, 865 3, 515, 625 1, 171, 875 0 0 
United States and foreign taxes 
on income: 
Normal tax and surtax 125, 000, 000 2 Aa 112, 000, 000 138, 000, 000 
Excess profits tax e 0 0 13, 000, 000 31, , 000, 000 


|2, 662, 345, 279 3, 370, 462, 438 2, 055, 459, 903 8, 279, 680, 8°8 














Net earnings 19, 952,969 | 100, 063, 330 18, 516, 770 7, 788, 617 rr 78, 696, 599 








Note.—Wholly owned foreign subsidiaries have been included in the consolidation in the years 1954 
through 19°6; such subsidiaries were not included in 1952 and 1953. 
In the years 1952 through 1954, insurance and other employee benefit costs have been reclassified to costs 


and expenses. 
Consolidated balance sheet, Dec. 31, 1956 
Current assets: 
$80. 540, 424 
Short-term marketable securities—at cost and accrued 
interest 124, 158, 784 
Trade accounts receivable, including defense, less provision of 
$450,000 for doubtful accounts 120, 277, 001 
Other accounts receivable (including account with partially- 
owned Australian subsidiary—$1,713,908 ) 4, 368, 950 
Unbilled costs under defense contracts 14, 999, 849 
Inventories—at lower of cost (first-in, first-out method) or 
312, 2438, 949 
12, 715, 950 


Total current assets 669, 304, 907 
Investments and other assets: 
Investment in partially-owned Australian sub- 
sidiary—at cost 
Investments in dealer enterprise dealerships— 


Common Stock of Chrysler Corp. acquired for 
distribution under incentive compensation 
plan—2,124 shares at cost 
Sundry advances and investments 
11, 913, 091 
Property, plant, and equipment : 
Land ($22,752,803), buildings, machinery, 
equipment and tools—at cost $959, 293, 436 
Less accumulated depreciation 845, 751, 054 
————————_ 6138, 542, 382 


1, 294, 760, 380 
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Current liabilities: 
Accounts payable and payrolls $338, 166, 346 
Accrued expenses 75, 074, 556 
United States and foreign taxes on income 47, 847, 143 


Total current liabilities 461, 088, 045 

3%4 percent promissory notes, due July 1, 2054, under agreement 

to borrow $250,000,000 by July 1, 1957; convertible by either 

party after Jan. 1, 1962, into 3% percent notes due in equal 
installments over 20 years 187, 500, 000 

Shareholders investment: 
Represented by: 
Common stock—par value $25.00 per 
share: 

Authorized 20,000,000 shares (at 

Dec. 31, 1956, 150,000 shares were 

reserved for the thrift-stock own- 

ership program and 391,560 

shares were reserved for the 

stock option plan for salaried of- 

ficers and key employees; of the 

latter, options for 339,226 shares 

were outstanding in four lots at 

prices of $69.35, $73.51, $77.07 and 

$61.52 per share, the average be- 

ing $70.99 ; these prices represent- 

ing 95 percent of fair market val- 

ues on the dates the options were 

granted; of these, options for 

214,716 shares were exercisable) 

Issued 8,977,190 shares, of which 

266,486 shares were in treasury 

and 8,710,704 shares were out- 
standing , 167, 600 
Additional paid-in capital 383, 171 

Net earnings retained for use in busi- 
aldara nth negttahda Gece tee eerie ae 021, 564 
ee 646, 172, 335 


1, 294, 760, 380 


Note.—Net assets in Canada, England, and Belgium which have been included in the 
above statement were $60,318,798, including net current assets of $14,670,395. Net 
earnings in these countries for the year amounted to $6,838,527. 


At Dec. 31, 1956, the corporation’s share of accumulated net earnings retained 
for use in the business since acquisition of an unconsolidated partially-owned 
Australian subsidiary which has not been included in the above statement 
amounted to $5,690,385. The corporation’s share of net earnings for the year 
of this subsidiary was $861,309. 
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Consolidated statement of net earnings, year ended Dec. 31, 1956 


Net sales $2, 676, 334, 431 
Interest and miscellaneous income 5, 963, 817 


2, 682, 298, 248 
Cost of products sold, other than items below_-. $2, 318, 549, 649 
Depreciation of plant and equipment 67, 994, 525 
Administrative, engineering, selling, advertising, 
service, and general expenses 217, 387, 981 
Pension and retirement plans 30, 060, 259 
Provision for incentive compensation plan 0 
Interest on long-term debt 22, 500, 000 
Taxes on income (United States $15,600,000, 
foreign $6,900,000) 22, 500, 000 
—_——_—_—_——— 2, 662, 345, 279 


I, I ao cc tasicstntenseeg tetas tetera t teen oak tai togaces 19, 952, 969 


Nore.—The estimated annual future cost of all pension and retirement plans now in 
effect is $36,000,000, including $9,000,000 for past service costs. On a continuing basis, 
unfunded past service costs at Dec. 31, 1956, amounted to approximately $165,000,000, 
which are being amortized over periods not exceeding 30 years. 


Consolidated statement of additional paid-in capital, year ended Dec. 31, 1956 


Balance at Jan. 1, 1956 $213, 795 
Excess of option price over par value of 3,814 shares of common stock 
issued under stock-option plan during the year 169, 376 


Balance at Dec. 31, 1956 


Consolidated statement of net earnings retained for use in the business, year 
ended Dec. 31, 1956 

$434, 187, 357 

19, 952, 969 

454, 140, 326 

26, 118, 762 


428, 021, 564 


Detroit, Micu., February 7, 1957. 
BoarkD OF DIRECTORS, CHRYSLER CORP., 


Detroit, Mich.: 

We have examined the consolidated balance sheet of Chrysler Corp. and all 
wholly owned subsidiaries as of December 31, 1956, and the related consolidated 
statements of net earnings, net earnings retained for use in the business, and 
additional paid-in capital for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly in- 
cluded such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of net earnings, 
net earnings retained for use in the business, and additional paid-in capital 
present fairly the consolidated financial position of Chrysler Corp. and all wholly 
owned subsidiaries at December 31, 1956, and the consolidated results of their 
operations for the year then ended, in conformity with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding year. 


TOUCHE, NIVEN, BAILEY & SMART, 
Certified Public Accountants. 
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Chrysler Corp., Detroit, Mich., maker of these fine products: Plymouth, Dodge, 
De Soto, Chrysler, and Imperial cars; Dodge “Power Giant” trucks; Fargo 
trucks (marketed abroad); MoPar parts and accessories; Airtemp air-condi- 
tioning, heating, and cooling equipment; Chrysler marine and industrial engines ; 
Amplex-Oilite powered metal products; Cycleweld adhesives; defense products. 






3780 ADMINISTERED PRICES 


Report TO SHAREHOLDERS OF CHRYSLER CORPORATION FOR THE 9 MONTHS ENDED 
SEPTEMBER 30, 1957 


CHRYSLER CoORP., 
Detroit, Mich., October 24, 1957. 
To Our Shareholders: 

Dollar sales of Chrysler Corp. and all wholly owned subsidiaries for the first 9 
months of 1957 were $2,745,802,865 as compared with sales of $1,858,437,251 
for the same period last year. Dollar sales for the first 9 months of this year were 
the highest for any similar period in the company’s history. 

Consolidated net earnings for the first 9 months of 1957 were $103,575,486, 
equal to $11.87 per share. This compares with earnings of $6,272,352, equal to 
$0.72 per share, in the same period in 1956. 

Passenger-car and truck shipments in the first 9 months of 1957 amounted 
to 1,082,801 units an increase of 42 percent over the 763,718 units shipped in 
the first 9 months of 1956. Shipments of passenger cars and trucks in the third 
quarter of this year were lower than the levels of the first two quarters in ac- 
cordance with the seasonal pattern of new model changeovers in the automobile 
industry. Third quarter car and truck shipments amounted to 265,300 units, 
as compared with 171,217 units for the same period in 1956, and were the highest 
for any third quarter since 1953. 

Defense business during the first 9 months of 1957 amounted to $94 million 
or 8 percent total sales compared with $140 million or 8 percent of total sales 
in the same period last year. 

Capital expenditures for improvements and additions to land buildings, ma- 
chinery, and equipment in the first 9 months of 1957 were $85,170,494 as com- 
pared with $70,793,483 in the same period last year. Depreciation charges were 
$66,392,420 and $50,178,035 for the respective periods. Net current assets as 
of September 30, 1957, were $392,420,040 as compared with $250,753,230 a year 
ago. 

Chrysler Corp. in July purchased from its distributors in Venezuela, 
Ensamblaje Venezolana, the company which has been assembling Plymouth, 
Dodge, De Sota, and Chrysler vehicles in Caracas, Venezuela since 1949. The 
company will continue these activities under Chrysler direction and will also con- 
tinue distribution of these products through its network of dealers in Venezuela. 
The plant contains 200,000 square feet of floor space; has a capacity of 35 
passenger cars and 15 trucks per day, and employs 375 persons. 

The integrated dart-shape silhouette of Chrysler Corp’s basic design, which 
was so successful in 1957, has been carried forward as a distinguishing feature 
of our new Plymouth, Dodge, De Soto, Chrysler, and Imperial cars for 1958. 
Our dealers and others who have seen these new 1958 cars are enthusiastic 
over the new style, safety, and engineering features. These include among 
others a “control towel” windshield, curving into the roof as well as around 
the sides; high-displacement V-8 engines of completely new design; dual head- 
lamps for greater nighttime visibility; an economy choke system for greater 
fuel economy; and a “sure grip” differential for safe travel on slippery surfaces; 
as well as the exclusive Chrysler-designed Torison-Aire suspension system, now 
proved in more than 4 billion miles of successful owner driving. 

Shareholders will soon receive a brochure showing full-color illustrations of 
all 5 lines of our 1958 cars, which will be available in 83 different body styles and 
models, offering our customers a wide choice of color, style, and price for 1958. 
We hope that our shareholders will call on our dealers to see and drive these 
exciting new cars. 

The board of directors at their meeting on October 24, 1957, declared an extra 
dividend of $1 per share in addition to declaring the dividend of 75 cents per share 
that has been paid each quarter since September 1954. The total of $1.75 is pay- 
able on December 13 to shareholders of record November 13, 1957. 


L. L. CoLBert, President. 
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CHRYSLER CoRP. AND ALL WHOLLY OWNED SUBSIDIARIES 


Consolidated statement of financial position Sept. 30, 1957 


Current assets: 
Cash and marketable securities 
Accounts receivable 
Unbilled costs under defense contracts 
Inventories 


Prepaid insurance, taxes and other expenses 


Total current assets 
Less current liabilities 


Net current assets 
Investments and other assets 


$438, 214, 304 


3 


91, 471, 319 
13, 836, 800 


299 


het hay 


572, 197 


880, 718, 268 
488, 298, 228 


392, 420, 040 


Property, plant and equipment (after accumulated depreciation 


of $406,523,052 ) 


Less 3%4 percent promissory notes 
Shareholders’ investment 


Shareholders’ investment : 


11, 435, 531 


577, 329, 165 


981, 184, 736 


731, 184, 736 


Common stock (8,725,764 shares outstanding, par value $25 


per share) 
Additional paid-in capital 


Net earnings retained for use in the business 


218, 144, 100 


5 


1, 050, 612 


11, 990, 024 


731, 184, 736 


Comparative consolidated statement of net earnings, 9 months ended Sept. 30 





Units sold—passenger cars and trucks....-....-..-..- a eecpariall 


Net sales_. i 
Interest and miscellaneous income - 


Less: 
Cost of products sold... .__- 
Administrative, engineering, selling, advertising, service 
and general expenses- sal 
Interest on long-term debt-_--__- ad 
United States and foreign income taxes_ 


Net earnings 


Net earnings per share 
Depreciation has been charged to cost of products sold and 
expenses in the amounts of 


1957 


1, 082, 801 


-|$2,745,802,865 
9, 799, 637 


|2, 755, 602, 502 
2, 312, 908, 602 


216, 759, 039 
5, 859, 375 


|2, 652, 027, 016 
103, 575, 486 

1 4 rn 
66, 392, 420 





116, 500, 000 


| 
1956 


763, 718 


, 111, 170 


|1, 679, 062, 974 
166, 118, 043 
4, 095, 052 
7, 000, 000 


1, 856, 276, 069 





.72 
50, 178, 035 


|$1,858,437,251 |$2, 466, 251, 614 
4 


1, 862, 548, 421 


6, 272, 352 


1955 


1, 145, 255 


725 


2, 469, 140, 339 


2, 144, 526, 676 


160, 032, 901 
2, 343, 750 
91, 600, 000 


2, 398, 503, 327 


70, 637, 012 
8.11 
41, 024, 552 
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MISCH-WILEY LETTER 


CHRYSLER Corp., February 24, 1958. 
Hon. ALEXANDER WILEY, 
Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DeaR SENATOR WILEY: The transcript of the testimony before the Subcommittee 
on Antitrust and Monopoly on February 6, 1958, page 1885, records your request- 
ing me to supply data indicating the effect of the UAW profit sharing plan on 
Chrysler Corp.’s net earnings and income-tax provisions for 1955 and 1956. 

Chrysler Corp. has not received a profit sharing plan proposal from the UAW. 
However, on the basis of (a) published information concerning such a plan, and 
(0) assuming that the consolidated net earings of Chrysler Corp. would not have 
been altered otherwise by the operation of the plan, we estimate for 1955 that 
money set aside for employees would have aggregated $42.3 million, and consumer 
rebates would have totaled a like amount. This would have decreased Chrysler’s 
pretax earnings by a total of $84.6 million. On this basis, we would have paid 
approximately $44 million less in Federal taxes on income, and our consolidated 
net earnings of $100.1 million (2.9 percent of sales) for the year 1955 would have 
been reduced by $40.6 million to $59.5 million (1.7 percent of sales). 

In 1956, based upon the same assumptions as stated above for 1955, the opera- 
tion of the so-called profit sharing plan would not have changed Chrysler’s con- 
solidated net earnings because pretax earnings for that year were less than 10 
percent of invested capital. 

Sincerely, 
F. W. Miscu, Vice President. 


{From the New York Times, January 14, 1958] 


AMERICAN Motors LOWERS OVERHEAD 


Detroit, January 13 (AP)—A reduction of almost $10 million in operating 
expenses, including a cut averaging 25.9 percent in the pay of officers, was reported 
today by American Motors for the fiscal year ended September 30. 

The report said that as of September 30, 1957, officer salaries were at an annual 
rate of $739,600, compared with $945,900 as of September 30, 1956. 

Aside from the reduction in officers’ salaries, the report said, the cut in operat- 
ing expenses also included a streamlining of office and field working forces and a 
decrease in other commercial expenses. 

The company previously had announced a net loss of $11,833,200 for the fiscal 
year ended September 30, 1957, against a $31,446,191 loss in the preceding fiscal 
year. 


[From Business Week, January 11, 1958] 


AMERICAN Morors Corp. LINE—WuHy AMC Can GAMBLE ON ITs SMALL CAR 


Last week, spotlights at the Chicago Auto Show picked out a pale gray, some- 
what stumpy, 15-foot-long vehicle that may be the herald of a new generation of 
United States motorcars. Revolving slowly on its raised turntable, American 
Motors Corp.’s 100-inch wheelbase Rambler American made its public bow—in 
every economic sense a small car of the type European companies have been 
ramming into the United States market, to their profit and to Detroit’s mild dis- 
may. 

The American goes on sale January 30 for less than $1,800, plus only trans- 
portation cost and any local taxes. This is well within the price range of short, 
five-passenger imported cars (Business Week, November 30, 1957, p. 32). It is 
a 2-door model of unchanging style, with a 90-horsepower in-line 6-cylinder 
engine; in a run from Los Angeles to Miami, it averaged 35 miles to a gallon 
of fuel at an average speed of 40 miles per hour. 

If the Rambler American looks vaguely familiar, it is because its body and 
much of the sheet metal is the same as the 100-inch wheelbase Rambler that 
Nash (predecessor of American Motors) introduced in 1950 and built until 1955. 
The American’s hood, deck, and rooflines are new, although the original dies 
are used. 
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Test tube on wheels 


While American Motors by no means exercises the leverage on the automobile 
market of a Big Three company, the new Rambler American has enormous 
implications. 

For the car is a test tube; it is a bold experiment; it might just possibly be the 
type of answer all United States auto companies have been seeking in their 
desire to appeal to what obviously is a new kind of automobile buyer in a part 
of the market that is ill defined, contradictory, and of unknown strength. A 
quick grasp of the true meaning of the American lies in two questions: If AMC 
using fully amortized tooling of a 3-year-old car can bring out low-priced economy 
transportation and break even on 15,000 units a year, can Ford, Chevrolet, and 
Plymouth do the same? If they can, what happens to the philosophy that the 
imports have the market to themselves because of the high production cost of 
United States manufacturers? 


Dream child 


The American has a more pregnant meaning at American Motors. Burdened 
with debt for 4 long years and on the financial ropes several times, AMC made 
more than $3 million in the fiscal quarter ending December 31. It is selling its 
bread-and-butter 108-inch wheelbase Rambler at a 120,000-a-year rate, and can’t 
keep up with the orders. If the 200,000-odd small imported cars sold in the 
United States in 1957 have any significance at all, they certainly must signal 
that American Motors’ indefatigable, articulate President George Romney is 
cruising ‘along with the pack at the wheel of his small American. 

For more than 3 years—he inherited the AMC presidency from its founder 
and the pioneer of the smaller car concept, the late George Mason—Romney has 
been saying the market would swing his way. He believed it sincerely, but con- 
vinced few. It seemed to be a natural rationalization for a company stuck with 
a line of smaller cars when everyone else in Detroit was building bigger cars. 
Now there are more than tentative indications that the market has swung. 

Ford is ready to build a small car in this country when the volume jumps a few 
hundred thousand more; meanwhile it is stepping up its import of English Fords, 
and will urge its Edsel dealers to dual with either its English or its German 
ears. General Motors is importing its British and German small cars. Chrysler 
is scurrying to make a deal with a foreign builder of small cars. Studebaker- 
Packard is on the verge of importing a small European car. All of this activity 
is easy to understand. 

I. 200,000 UNKNOWNS 


In 1954, there were 32,403 foreign-built motor cars registered in the United 
States. The following year, when total registrations shot to the all-time high 
of 7.2 million, sales of imported autos nearly doubled—to 58,460. Yet, the im- 
ports still accounted for less than 1 percent of all cars registered that year. 
Detroit sniffed tolerantly; the entire market had so grown that the imports’ 
performance was not remarkable. 

But in 1956, registrations of imported cars again nearly doubled—to 98,187 and 
1.65 percent of the market—while sales of Detroit-conceived products fell 15 per- 
cent from 1955. Registrations for 1957 are not yet complete; but in 10 months, 
166,926 new foreign cars were licensed, indicating a year’s total of better than 
200,000—about 3.3 percent of all sales. 

All of these were not small, economy cars—autos of 100-inch wheelbase or 
less—but the majority were. In 10 months Volkswagen registrations were 52,573; 
Renault, 18,127; English Ford, 13,717; British Motors Corp.’s MG, 11,613; Ameri- 
can Motors’ English-built Metropolitan, 10,187. 

And the name plates whose sales picked up fastest were the economy cars: 
Volkswagen gained about 11,000; Renault, the No. 2 seller, was hardly a factor 
in 1956 sales; English Fords quadrupled ; the Metropolitan nearly doubled. Hill- 
man, while not among the first 5 for the year, sold 1,125 in October 1957, 
against 462 for the same month of 1956. 


Market enigma 


What bothers Detroit more than these numbers is the kind of people the num- 
bers represent. Detroit knows very little about them. And, lacking knowledge, 
it speculates—sometimes wildly. The Center for Research in Marketing, Inc., 
concluded, after a study of the small--car market, that people bought them be- 
cause they were afraid—scared of the world, scared of the size and of the power 
of the American-built vehicles. 
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One of the most realistic attempts to microscope the buyers of imports was 
a study made last year by Ford Motor Co. of 500 Volkswagen owners, selected 
to constitute a scientific sample of the VW owners in this country. Two of 
the most revealing, but at the same time puzzling results: VW buyers have 
a median income of $7,100 (as opposed to around $5,000 for all auto owners), and 
63 percent of all Volkswagen owners also own at least one other car. 


Conclusions 


You can, as Detroit does, make two comfortable assumptions from such in- 
formation. One is that the VW owners (and, if you chvose, you can project 
this to all owners of imports) are so well-heeled that economy is not the rea- 
son they buy VW’s. The other is that, as Detroit diehards have always insisted, 
small cars are only a “second-car” market, and that the bulk of people who 
want only one car will always be subject to Detroit. 

You have to weigh those assumptions against the fact that the Ford study was 
concerned with only one make of imported car, and that one a nonpareil. Few 
VW owners even considered the purchase of a Ford, Chevrolet, or Plymouth— 
perhaps significantly, however, some ponder the Rambler. They gave scarce 
consideration to Ford of England’s Anglia. 

In a recommendation that shows how appallingly little Detroit knows about 
200,000 new-car buyers of 1957, the Ford market analysts suggested further 
surveys to determine the scope and depth of the small-car market, especially for 
the English Fords. 

Perhaps the reason Detroit appears to know so little about this new market 
is that it developed while the industry’s brass were looking the other way. 


II. MARKET THAT GREW WNSEEN 


Imported cars didn’t “make” a market in this country for small, economy 
vehicles. They “found” one. For years, Detroit auto executives have thought 
they knew exactly what the passenger car market in the United States required. 

The car had to have luxury—customers demand more gadgets to take the work 
out of driving. It had to have power—to accelerate and pass safely. It had to 
have size—for Americans equate their standing in society with the size of their 
motor cars. And it had to have fresh style every year—for Americans like color, 
sleekness, lowness. 

The ugly, beetle-shaped Volkswagen distorted that image and it has become 
unrecognizable as the other small foreign cars pressed in on it from every side. 
Sales of domestic cars fell, Detroit said, because of credit restrictions in 1956, 
because of an “oversold” market in 1955, because of not enough dramatic style 
changes in 1956 and 1957. But here are the 1958 cars, bigger, more powerful, 
lower, longer, and many restyled in the chrome-splashed fashion that once made 
Detroit’s image so true and shining. And, with a few exceptions, sales are start- 
ing out dull again, with an indicated 1958 sales total of only 5.5 million domestic 
ears. 


Off course 


It’s plain to some observers that while Detroit has been going in one direction, 
a horde of customers have abruptly changed course. Since 1955, cars have con- 
tinued to increase in price; their engines have continued to increase in power and 
fuel consumption while gasoline prices have likewise increased. The fanning 
out to the suburbs, which Detroit has counted on to make its products more essen- 
tial, seems to have developed a pattern of “wants” that defeats Detroit’s aims. 

This changing pattern seems to put the automobile in a frame of transporta- 
tion only. This is hideously hazardous for Detroit. If a motorcar is merely 
transportation, it may make more sense to own 2 small inexpensive cars instead 
of 1 big vehicle that can go only 1 place ata time. More than 6 million American 
families own more than one car. 

There are still, however, many customers who want the dollar symbol in 
their driveways. If they can’t afford a medium-priced car, they’ll buy the most 
expensive of the low-priced cars loaded with extra equipment. The stripped 
job, or a used car, screams that the family can’t afford anything better. But 
a foreign-made car is a sign of distinction, utterly lacking any stigma of low 
income. 


No explanation 


So, there are a lot of contradictions in the United States auto market. You 
can recognize them. All you can be certain of is that, by and large, the United 
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States automobile industry has been moving away from a sizable segment of 
all car buyers; by and large, but not in toto. For American Motors, alone in 
this country, for 7 years has stuck by a belief that there was a market for a 
smaller, United States-built motorcar. 


Ill. AMC ON THE FLANK 


“Frankly,” said George Romney last month, “we very nearly got knocked 
out of the automobile business in the process of succeeding in our audacious 
decision to challenge the Big Three by flanking their product position.” 

Just 15 months ago, before it could wind up its 1956 fiscal year, AMC had 
to refinance and get a moratorium on long-term debt payments to maintain 
required working capital. At that time, it owed more than $50 million. At the 
end of its last fiscal year, September 30, 1957, it still owed $41 million, which 
had been shaved down to $32 million by December 1. Even more striking is 
what happened to AMC’s bank debt: $36 million in September 1956; down to 
$18 million on December 1, 1957. 

The notable achievement in that $3 million first-quarter profit (the first 
since June 1955) is not its size but its very existence. For AMC has been chum- 
ing up giant losses since it was formed May 1, 1954, by a merger of Nash- 
Kelvinator Corp. and Hudson Motor Car Co. (Business Week, May 1, 1954, 
p. 34). Its September report carried an operating loss of more than $22 mil- 
lion (reduced to $11 million by carryback tax credits). In 1955, it’s operat- 
ing loss was more than $17 million, again partly offset by tax credits. For 
1956, AMC’s operating loss shot above $31 million, trimmed to below $20 mil- 
lion by sale of stock in a subsidiary; and in its past fiscal year, the operating 
loss was $11.8 million. 

Altogether, from losses before and since the merger, AMC has a carry- 
forward loss for tax purposes of $47 million. This appears to have been the 
item that principally caught the eye of Louis Wolfson a year ago and prompted 
him to buy enough stock to become AMC’s largest single holder (Business 
Week, March 16, 7957, p. 48). Wolfson, as well as Romney, is believed to be 
interested in using the tax credits as a shield behind which to pull together 
a group of appliance companies with Kelvinator as the nucleus. 

But that will be only a dream scheme unless AMC continues to make money, 
because carryforward losses are no good unless you have a taxable profit for 
them to offset. That’s where, if Romney’s judgment of the automarket is of any 
account, AMC’s auto product line becomes important. 


Lone traveler 


American Motors, under Romney’s prodding—and perhaps a bit of Wolfson’s, 
too—has deliberately forsaken most of what the bigger auto companies hold 
dear. You can, if you want to pay big car prices, get all the big car trappings 
on AMC’s cars. But there is no long, hat-crunching lowness (the American is 57 
inches high). All AMC products are what Romney calls “compact” (the 117- 
inch wheelbase Ambassador and 108-inch, wheelbase Rambler), or “small” (the 
100-inch wheelbase American and the 85-inch wheelbase Metropolitan). 

AMC’s driver 

Because of his company’s position, as well as its products, George Romney has 
become the evangelist in America of the coming of the small car. 

A rugged, well-knit man of 50, Romney drives himself unmercifully from a 
dawn rising until late at night, preaching unremittingly on economy and small 
ears. Much of AMC’s improved financial position is due to his penny-watching. 

For one of the auto industry’s best known personalities (he had been head 
of the industry’s trade association) George Romney was still little known as a 
manufacturing company boss when he succeeded to the AMC chairmanship and 
presidency upon George Mason’s death in October 1954. He went to Nash- 
game in 1948, became executive vice president and Mason’s right hand in 

It was Mason who brought out the 100-inch Rambler first in 1950 and the Metro- 
politan in 1954. And it was Mason who rammed through the merger with 
Hudson—and who died before hardly anyone knew exactly what he had in mind 
for it. Few in the auto industry thought that Romney could (1) do much to un- 
tangle the debt-ridden and overlapping facilities and organizations; or (2) do 
very much with a half-formed product philosophy that at the time seemed to be 
going in the wrong direction. 
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Romney hacked and pruned the structure and argued the product lines further 
in the direction of small cars. It was a desperate gamble to stay in business 
long enough for a new type of market to arise. The gamble is looking better. 
Whether it finally pays off depends on a future over which others have more 
control than Romney. 

IV. SPOTLIGHT ON BIG THREE 


Perhaps ironically, considering the history, the future development of the 
small-car market in the United States rests not with George Romney and his 
American Motors Corp., but with his big competitors—General Motors, Ford, 
and Chrysler. Only they have the resourses to give small cars the solid kind 
of push they would need to become a dominant factor in United States auto 
sales. 

Sales of small cars, the majority of them from abroad, will continue to grow, 
reaching about 300,000 this year. Best guess around Detroit is that—with the 
present pattern of production and distribution—small cars will peak out at 
about 7.5 percent of the total in the next few years. Imported car sales in any 
one of the next few years are very unlikely to exceed 500,000. 


Why 


There are many reasons. Probably the greatest is the lack of shipping space. 
Next is lack of production capacity abroad—although with the Italians, Japa- 
nese, and perhaps even the Czechs competing, the capacity problem might be 
overrated. 

The third reason. is purely bound to Detroit concepts. W. C. Flaherty, 
Chrysler’s director of business research, puts it this way: “The fortunes of 
the new-car market for foreign makes depends a good deal on the development 
of used model markets for them. Foreign car manufacturers will be forced to 
innovate to improve their long-term sales.” 

Accordingly, thoughtful industry observers are convinced that continued ex- 
pansion of the small-car market in the United States must come from within. 
There is strong compulsion for this conviction. For one thing, many persons 
in Detroit have a vague feeling that no one yet has designed and built the sort 
of small car the bulk of Americans would like to buy. Further, no one thinks 
he knows what kind of car it would be; but in theory, anyway, only an Ameri- 
ean firm would be in a position to make such a determination. 

Profit picture 

Also, there is the matter of profit. 

A United State auto company would make more dollar per car of profit on a 
vehicle produced here than on one built by a foreign affiliate. If a United 
States company decided to shoot the moon and put on the market 100,000 or so 
small cars, it would have to assure its stockholders that profits from the small 
car would offset any diminished earning results from its other cars. That could 
only be done if the small car were to be produced in this country. 

As long as they can continue to cover their market position with cars built 
abroad, there is no reason the Big Three have to hurry a decision on whether 
to build small cars here. The complications of such a decision are tremendous. 
There is, first, that matter of concept of the car. Beyond that, there is the stark 
economic fact that, as they are presently constituted, the Big Three cannot 
produce a new small car economically for a market of the size predicted for 
the next few years. 

Here, approximately, is what would be needed: engine tooling, $50 million; 
assembly plant, $20 million; body design and tooling, $100 million; assembly 
plant, $35 million. Total, $205 million, plus design, tooling and production of 
component parts. On that basis, the car would have to sell for more than $2,000 
on a volume of 100,000 a year. 


Reservations 


Other than doing what AMC has done, in using revamped tooling of an older 
model, that estimate of the starting-up cost is subject to two big reservations. 
For one, the chief engineer of a Big Three division says the auto industry needs 
a form of technological breakthrough on small-car engineering and production— 
just because it cannot proceed on any such cost basis as outline. There is another 
way to sidestep such costs, but involves converting existing facilities to small- 
ear production. That might mean sacrificing one complete line of cars—say a 
medium-priced model. 
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That would probably be what is done if and when a Big Three company moves 
into domestic production of a small car. For the way the auto market is shaping 
up in the view of some highly placed auto executives, they won’t need all of 
today’s capacity for today’s type of car. They see two big market areas in the 
future. There will be small, economy cars. But there also will be the big, elabo- 
rate vehicles so scorned by the small-car clique. 


Creating a market 


Short of the technological breakthrough mentioned by the engineer, any de- 
cision of a Big Three company to produce a small car means it would have to “go 
for broke.” For economics would compel it to make a market for hundreds of 
thousands. 

No chart-watcher in Detroit is rash enough to forecast when the small-car 
demand would be ready for such an avalanche. A jubilant George Romney is sure 
it won’t be long now. But one quarter’s profit doesn’t make a prophet. But right 
now—to auto industry observers too often tempted to believe that GM, Ford and 
Chrysler have a monopoly on brains—George Romney looks like the smartest or 
the luckiest man in Detroit. 


INFORMATION SUPPLIED BY AMERICAN MOTORS 


NOVEMBER 26, 1957. 
Mr. GEoRGE ROMNEY, 
Chairman and President, 
American Motors Corp., 
Detroit Mich. 


Dear Mr. RoMNEY: There is attached hereto a list of questions setting forth 
information desired by the Senate Antitrust and Monopoly Subcommittee in 
connection with its current study of automotive pricing practices. This informa- 
tion is also desired by the subcommittee for discussion with you at your appear- 
ance before it on December 17. 

It will be appreciated if you will furnish as much of the requested information 
and material as possible by December 13. 

Sincerely, 


EsTEsS KEFAUVER, Chairman. 
LIST OF QUESTIONS 


1. Submit for each of your automotive divisions (a) the suggested retail 
selling price, (b) the dealer margin, and (c) the factory prices to the dealer 
for your largest selling 4-door sedan model and your largest selling 2-door sedan, 
as of each year, for the model years, 1954-58, inclusive. Give the name and 
other identifying information for each model for each year. 

2. Show for each model for which information is submitted under question 1 
the number produced for the model years, 1954-57. 

3. For the purpose of measuring price changes for a reasonably comparable 
product, submit for each automotive division for the largest selling 4-door sedan 
and 2-door sedan, as of 1957, the suggested retail selling prices for each model 
year, 1954-58, adjusted so that similar standard equipment is included on each 
year’s model. Describe the adjustments made in standard equipment and in- 
dicate prices thereof. 

4. Show for each automotive division your output of passenger cars by model 
year for the period 1954-57, inclusive. 

5. Show for the year 1956— 

(a) The amount of finished steel purchased by you in net tons, 
(b) The total cost of finished steel purchased by you. 
(c) The amount of steel produced by you, if any, in net tons. 

6. Estimate for your automotive divisions, as a whole and per car produced, 
the effect of the August 1956 increase in the price of steel on—— 

(a) The cost of steel purchased by you, as such. 

(b) The cost of parts purchased by you. ; 

Make similar estimates reflecting the increase in the price of steel in 
July 1957. 
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7. Present for each division the following information for the years 1954, 1955, 
1956, and 1957: 
(a) Sales, costs, and income— 
(1) Units sold—in the case of car divisions 
(2) Total net sales—value, distributed among— 
(a) cars and equipment 
(b) parts and accessories 
(c) sundry 
(3) Total factory costs, distributed as in (2) and showing separately 
for the divisions— 
(a) Material costs 
(6b) labor costs 
(4) Net income, before and after taxes, distributed as in (2) 
(b) Distribution of sales of parts and accessories— 
(1) Sales to other divisions within your company 
(2) Sales to your dealers 
(3) Other parts and accessory sales 
(c) Purchases from other divisions within your company. 


AMERICAN Motors Corp., 
Detroit, Mich., January 14, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Antitrust and Monopoly Subcommittee, 
United States Senate, Washington, D.C. 


Dear SENATOR KEFAUVER: In response to your request of November 26, 1957, 
we are pleased to enclose two copies of our answers to questions designated 1 
through 6 by your enclosure. 

It has always been the policy of the corporation to issue financial and operat- 
ing results on an overall corporate basis and not to issue such results by indi- 
vidual divisions. This policy was established and has been continuously followed 
in the best interest of the corporation, its stockholders, and its employees. In a 
diversified corporation such as ours, divisional results necessarily fluctuate and, 
particularly from a competitive standpoint, disclosure of such results would 
serve no useful purpose and would, in fact, in some instances, serve to hinder the 
corporation in its long-term competitive objectives. Therefore, dissemination of 
divisional financial and operating results has always been confined to the board 
of directors, senior officers, their confidential assistants and our independent 
auditors. It is, therefore, sincerely requested that we be relieved of the necessity 
of answering your designated question No. 7. 

However, you have our assurance of complete cooperation in every possible 
way to aid the Senate Antitrust and Monopoly Subcommittee in reaching its 
objectives in its current study of automotive pricing practices. 

Sincerely yours, 
GEORGE ROMNEY. 


ANSWERS BY AMERICAN Motors CorP. TO QUESTIONS ASKED BY SENATE ANTITRUST 
AND MONOPOLY SUBCOMMITTEE 


Question No. 1—Submit for each of your automotive divisions (a) the sug- 
gested retail selling price, (b) the dealer margin, and (c) the factory prices to 
the dealer for your largest selling 4-door sedan model and your largest selling 
2-door sedan, as of each year, for the model years, 1954 to 1958, inclusive. Give 
the name and other identifying information for each model for each year. 
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Answer to question No. 1 


Largest selling 2- and 4-door sedan, pricing data, ‘a 


Answer to | Answer to pt. (5) 





Answer to 
pt.(@)— | a gee eo 
Suggested | Total dealer 

retail selling Dealer Percent billing 
price | margin | of list | 


2-DOOR SEDAN 










1954 Rambler Deluxe (Nov. 20, 1953) ._._......------- $1, 695. 00 


$1, 353. 
Price revised (Feb. 2, 1954) (radio and heater 






made extra) ak i i a igeed 1, 550. 00 311. 10 22 | 1, 233. 90 
Price revised (July 15, 1954) (advertising | | 
charge increased) ... te aioe 1, 550. 00 | 311. 10 22 | 1, 238. 90 
1955 Rambler Deluxe... ._........-.-- 22 | 


kaphaleainee 5 1, 585. 00 318. 35 
1956 2-door model not available-__-.----- ‘i oe ies Peake Si aca 
1957 2-door model not available-___--- aan | | 


1, 266. 65 







1958 2-door model not available--_----- 






















4-DOOR SEDAN 
1954 Statesman Super (Nov. 20, #953) _ _ -- 2, 178. 00 | 480.00 | 24 1, 698. 00 
Price revised (Feb. 2, 1954) (price reduction) - 2, 158. 00 | 474. 50 24 i, 678. 50 
Price revised (July 15, 1954) waleetaneeds and | 
delivery charges increased). oa 2, 163.00 | 474. 50 | 24 1, 693. 50 
1955 Statesman Super (Feb. 17, 1955).--------- aes 2, 215. 00 | 486. 00 | 24 1, 734. 00 
1956 Rambler Super (Dec. 15, 1955) .-- 1, 905. 00 | 418. 30 | 24 | 1, 501. 70 
Price revised (May 2; 1956) (freight equaliz« a- | | 
tion) - - | 1, 936. 00 425. 50 24 1, 525. 50 
Price revised (July 1, 1956) (E. O. H. | 
increased, tires) - - eed 1, 939. 20 425. 50 24 1, 528. 70 
1957 Rambler Super (Oct. 25, 1956) - ; | 2, 065. 00 453. 60 | 24 1, 626. 40 
Price revised (Mar. 1, 1957) (advertising 
I Ig oc ntccwcuccadeee | 2, 122. 65 466, 25 24 1, 631. 40 
1958 Rambler Super (Oct. 22, 1957).-...-....-.-..---- | 2, 212. 00 | 486.70 | 24 1, 700. 30 





Question No. 2.—Show for each model for which information is submitted 
under question 1 the number produced for the model years, 1954-57. 


Answer to question No. 2 





Largest selling 2- and 4-door sedan, production data, 1954- 











Model-year 
2-door sedan: 
















production 
I al i sate eet seems age aeaaniad 7,273 
I 2a to elegant 4, 909 
a OT cl ni ceiin ts islb talent ede taveouinin. | tpeienatis 
een aerate NR OI acct niiniaenincinnnensdainmaseitstegiin, Gimeaienunes 

4-door sedan: 

I Nn hteeianismbebieeinudioamapies 11, 401 
I sige cchabvastucmcereibicrnsawtsiveeibiasieaeompnensibinisgicen 9, 765 
Tr - hceeetevecerpaidkte.ndeonaedbeiienssanapeuenion 10, 664 
cheeses insistence 16, 320 


Question No. 3.—For the purpose of measuring price changes for a reasonably 
comparable product, submit for each automotive division for the largest selling 
4-door and 2-door sedan, as of 1957, the suggested retail selling prices s for each 
model year, 1954-58, adjusted so that similar standard equipment is included 
On each year’s model. Describe the adjustments made in standard equipment 
and indicate prices thereof. 
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Question No. 4.—Show for each automotive division your output of passenger 
cars by model year for the period 1954-57, inclusive. 


Answer to question No. 4 





| 
Model year | Cars produced 


Hudson, through Apr. 30, 1954 ! 
Nash, through Apr. 30, 1954 !____________. 
American Motors, after Apr. 30, 1954! 


1 Date of merger of Hudson Motor Car Co. with Nash-Kelvinator Corp. to form American Motors Corp 


Question No. 5.—Show for the year 1956 *— 
(a) Amount of finished steel purchased by you in net tons. 
(6) The total cost of finished steel purchased by you. 
(c) The amount of steel produced by you, if any, in net tons. 


Answer to question No. 5 


(a) Eighty-six thousand one hundred forty net tons of finished steel were 
purchased by the automotive division. 

(bv) The tvtal cost of the finished steel in (@) was $10,429,615.63. 

(c) Nosteel was produced by the automotive division. 


Question No. 6.—Estimate for your automotive division as a whole and per 
car produced, the effect of the August 1956 increase in the price of steel on— 
(a) Cost of steel purchased by you, as such. 
(b) Cost of parts purchased by you. 
Make similar estimates reflecting the increase in the price of steel in July 1957. 


Answer to question No. 6 


The detail on the next page covers the effect of the following increases in the 
price of steel on American Motors automobiles: 

Item 1, August 1956.—This was a base price increase of $8.50 to $11 per ton 
on hot-rolled and cold-drawn carbon and alloy bars. It also included an increase 
of $7 to $9 per ton on hot-rolled and cold-rolled sheets and terne plate. 

Item 2, January 1957.—This increase applied to certain size and grade extras 
of $3 to $5 per ton on hot-rolled and cold-drawn carbon and alloy bars, and $3 
to $6 per ton on hot- and cold-rolled sheets and terne plate. 

Item 8, July 1957.—This price was a base price increase running from $7 to 
$9 per ton on hot-rolled and cold-drawn carbon and alloy bars, and from $5 to 
$6 per ton on hot- and cold-rolled sheets and terne plate. 


t American Motors fiscal year October 1, 1955, through September 30, 1956, used for 
this period. 
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Answer to question No. 6 






Increase per car Total 





Total increase by series for 








cars built ! increase 

all cars 

| built ! 

5710 5720 5780 5710 5720 5780 
5700 
| 
August 1956 increase: 

On steel purchased_-_......-.---- $2.86 | $3.06 | $8.28 | $72,112 | $27,263 | $71,832) $171, 206 
On purchased components. - -- -- 11.07 | 11.79] 9.48] 278,806 | 104,900 | 82, 236 465, 942 
PROT OP OT ih 5 oh nosso etnies 13. 93 14.85 | 17.76 350,918 | 132,163 | 154,068 637, 148 















} } . | a 
January 1957 increase: | 








On steel purchased----.--.----- s 1.2; 1.35 3. 10 50, 392 6, 332 | 10, 359 67, 083 
On purchased components. - - --- 2.71| 3.14} 2.43 | 108,406 | 14, 702 | 8, 127 131, 235 
PUGET Olan eacvcabooccnnnces 3.97 | 4.49 | 5.53 158,798 | 21,034 18,486 | 198,318 








Cumulated August 1956 and January 
1957 incre» ses: 

On steel purchased_--_.......---- 4.13} 4.42) 11.38 122,503 | 33,595 82,191 | 238, 289 

On purchased components. - ---_- 13.79 | 14.93 | 11.91 387,212 | 119,602 90, 362 597, 177 

































PE FE Oi cencan tas quscpsen~ 17.92 |} 19.35 23.29 | 509,715 | 153,197 | 172, 553 | 835, 466 

Pen) . - | | 

| | | 

5810 | 5820 | 5880 5810 | 5820 5880 5800 
July 1957 increase: ee ane enwey LyaC as 

On steel purchased.-_-......-..--- |} $3.42 $3.58 | $3.66 | $341.634 | $49, 733 | $80,487 | $471,854 
On purchased components. -. , ae 7.59 | 7.41 | 720,015 | 105,390 162, 837 988, 242 
Doth Hier ers ke ca 10.62 | 11.17 | 11.07 |1,061,649 | 155,123 | 243, 324 | 1, 460,096 





| 






















10 | 2 so (| 10 20 80 All total 
Cumulated August 1956, January | _ na i are) ‘ois 
1957, and July 1957 increases: | | | | 
On steel purchased___.-_...----- $7.54 | $8.00 | $15.05 | $464,137 | $83,328 | $162,678 | $710, 142 
On purchased components. - - 20. 99 | 22.53 | 19.33 |1, 107, 227 224,992 | 253,199 | 1, 585, 419 


















A OOS ORE ccccgancneccanae ‘ei 28. 53 39.53 | 34.38 |*s 571, 364 | 


415, 877 | 2, 295, 561 








| | 398, 320 | 


' 


1 Based on current schedules for 1958 models, actual production for 1957. 


(Editorial, Life Magazine] 
THE TROUBLE WITH THE SLUMP 


IT ISN’T YET PRODUCING THE CORRECTIVES OUR ECONOMY WILL BE NEEDING 





The trouble with this slump, recession, or whatever it is, is that we aren't 
getting any good out of it. This may sound insensitive in a month in which 
nearly a million Americans have joined the unemployed, bringing the total to 
around 4 million. But before more join them, a little basic stocktaking is in 
order. 

Discounting White House optimism and Democratic pessimism, most econo- 
mists agree on the chief causes and cures of the slump. Three causes: (1) 
Business investment in new plant, after years of boom, lost its steam; (2) ex- 
ports dropped from their phenomenal peak that helped make 1957 look better 
than it was; (3) manufacturers have been drastically liquidating their inven- 
tories. The change in inventories, always a high-leverage factor, has alone suf- 
ficed to explain the entire drop in production since 1956. Since this liquidation 
is now tapering off, the inventory leverage may soon reverse its effect and be- 
come a stimulus. Meanwhile credit is easier, bigger defense spending will 
sooner or later offset slack corporate investment, and things look fairly good— 
provided consumer demand remains stable. 
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So far, it has. Indeed “stability” is becoming the boast of our new American 
economy, even in its ups and downs. This, our third slump since World War ITI, 
may prove even milder than 1949 or 1953. The President rightly made a re- 
assuring point of “stability” in his recent economic report. As he pointed out, 
demand is sustained by such “built-in stabilizers” as unemployment insurance 
and social security, while production is made stabler by better forecasting and 
long-range planning. It’s certainly a big improvement over old-time feast-or- 
famine capitalism. But it doesn’t mean we have solved the economic problem. 
The passive political processes of a welfare state, however dedicated to full em- 
ployment and free enterprise, can be just as troublesome for the long run ag 
was Adam Smith’s “unseen hand” of self-regulation for the short. 

Take this slump so far: it has conspicuously failed to solve or even check the 
problem of bnilt-in inflation. Our consumer price level, pointed upward ever 
since World War II, is still at its all-time high. Why? Do you know of any real 
shortages that could keep it there? The National Association of Purchasing 
Agents can’t find any. There is certainly no labor shortage at the moment. We 
are suffering a slump without getting any of its usual silver-lining byproducts, 
which are (or should be) lower prices, corrective shifts in the allocation of re- 
sources, and consequently improved efficiency. What the hell kind of a slump 
is that? 

The loudest cry for lower prices came last week from Walter Reuther. On 
him it’s not attractive. His Detroit, with 200,000 unemployed, raised its new car 
prices 11.5 percent in November, giving the price index its biggest single push in 
that month. And the biggest single push in this price increase was higher wage 
costs, higher than the rise in productivity. Now Reuther is asking for another 
big increase, plus a share of the profits. This would keep the auto industry a 
prime example of “cost-push” inflation, even when unemployment is rising and 
the demand for cars is slack. 

In such circumstances the classic argument for higher wages—that they in- 
erease purchasing power in the form of what Reuther calls “high-velocity dol- 
lars’’—loses all claim to generality. There are too many other people who need 
the dollars more and would spend them faster than Reuther’s boys. Among 
these are the millions on fixed, nonescalated incomes whose real purchasing 
power goes down every time Reuther’s wage hikes raise the price of cars. 

Reuther does not set the price of cars, nor are wages their only factor. 
Management is also to blame. General Motors’ President Harlow Curtice dis- 
closed to the Kefauver committee last week he just does not believe in price 
reduction as a new-car sales weapon. Neither, for steel selling, does Chairman 
toger Blough of United States Steel. Does “stability” really make price cutting 
ohsolete? Having cut back production while nevertheless building inventories, 
the auto men complain that they need a fresh dose of public confidence, (Curtice 
wants a tax cut right away.) That is not so easy as it sounds. Whatever the 
public may think of cars that get bigger and costlier every year, it is surely 
entitled to withhold confidence from a price policy that seems to place its own 
confidence in continuing inflation. 

In a slump one of management’s first duties is to find the price at which sales, 
production, and employment can be profitably maintained. Some industries 
(especially retailers) have made the effort: some (the raw material producers) 
have had no choice: but some of our most efficient mass-production, automated 
industries have shown little flexibility or none at all. This loss of flexibility 
may be more ominous for the long run than the temporary unemployment to 
which it contributes. True “stability,” the only kind appropriate to the free, 
competitive economy, depends on flexibility in all its parts. 

Besides wages and prices, there is a third area that needs more flexibility: 
foreign trade. Why did our exports fall so abruptly last year? Partly at least 
beeause our imports remained so stable they did not yield foreigners enough 
dollars to keep up their trade expansion. The many other cogent reasons, both 
political and economic, for a more generous United States import policy have been 
recited before on this page, and will be again. Here let us add merely that 
more imports would be a useful weapon against our inflation, as well as against 
monopoly and sluggishness. 

Last week the President asked for a 5-year extension of the Reciprocal Trade 
Act. which he needs for continuity of the United States effort toward freer 
world trade. He will meet tiresome opposition from old and new protectionists, 
manv of them using the unemployment figures as an argument. We face an- 
other nasty conflict between the long-term needs of the whole economy and 
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short-term, shortsighted local interests. To resist unions, to disturb frozen 
markets, to fight protectionism—these are all politically uphill fights. But they 
need fighters now if our economy is to remain limber, efficient, and responsive 
to its coming opportunities. 

As to these, they are almost unlimited. Every time a new projection is made 
of the probable future demands on the United States economy, it is more breath- 
taking than the last. The current architectural forum, for example, foresees 
a $600 billion market for all kinds of construction in the next decade—more 
than the value of all existing private structures put together. To meet such 
demands, at home and abroad, will place a continuous strain on ali our resources, 
including labor, and require the most efficient use of them we can possibly 
manage. This slump is a testing time of our capacity to maintain the steady 
progress in efficiency which has made the United States economy so opulent. 
If instead we nurse obsolete fears and hide in crumbling fox holes, we will miss 
our own future. 


[From the Washington Post and Times Herald of February 10, 1958] 
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By Raymond Lahr, United Press 


Commerce Secretary Sinclair Weeks predicted yesterday that unemployment 
would climb to 5 million this month, the highest since 1941. 

However, Weeks predicted the number of jobless would immediately begin 
to decline and the current business slump would end by May or June. 

The Secretary’s unemployment prediction topped by 500,000 workers a pre- 
diction made by Labor Secretary James P. Mitchell, January 30. Unemployment 
reached 3.4 million in December, the highest since the 1949 recession. 

Unemployment in 1941 totaled 5.5 million—9.9 percent of the Nation’s total 
work force. Unemployment of 5 million now would be about 6.5 percent—also 
the highest percentage of unemployed since 1941. 


DEMOCRATS ASK ACTION 






Weeks made his prediction on ABC-WMAL-TV’s College Press Conference as 
Democrats clamored for action by the administration or Congress to end the 
recession. 

Senate GOP Leader William F. Knowland said the administration was ready if 
necessary to prevent the Nation from sliding into a major depression. But he 
insisted no such depression was threatened. 

“We will hit the bottom of the [recession] trough pretty quick,” Weeks said. 
“I think by fall those people who are crying about the hard times now will have 
to take some of it back.” 

He said the Democrats were trying to make a political issue out of the economic 
slump. But he made clear that he didn’t think it would work. 

Asked if the Republicans would use “peace and prosperity” as a campaign 
slogan again this year, he said: 

“We're still running on peace and I think by fall we'll be running on pros- 
perity.” 

He said the economy is showing signs of “an upturn.” 

“I don’t consider the situation dangerous in any degree,” he said. “I don’t 
think we are anywhere near the danger point.” 

House Republican Whip Leslie C. Arends (Illinois) said in a statement that 
the “gloom and doom” chorus of the Democrats was reminiscent of the 1945 elec- 
tion year, “when they sought to talk the country into a recession for political 
reasons.” 

Arends said “the Democratic panic theme is typified by the recent efforts of 
Senator Albert Gore (Democrat-Tennessee) to paint a dismal picture of bread- 
lines and depressions in Memphis, Tenn.” 

Arends said most of the people in the bread lines were migrant farm workers 
and tenant farmers hurt by 3 years of drought and not by any business slowdown. 

Weeks said the administration already was “doing something about the reces- 
sion” with its shipbuilding and huge superhighway building programs. But he 


added : “I don’t believe you can suddenly cure a slight recession by just dumping 
alot of money out.” 
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Knowland told reporters public works projects already authorized by Con- 
gress could be set in motion merely by the appropriation of funds. 

Senate Democrat Whip Mike Mansfield (Montana) told newsmen that “if the 
administration doesn’t act, Congress will have to.” 


[From the Washington Post, February 8, 1958] 


In Support OF REUTHER’S PROPOSALS 


May I point out that questions and objections raised in your January 31 
editorial (“How Much Jam?’’) on UAW President Walter P. Reuther’s testi- 
mony to the Kefauver Antitrust and Monopoly Subcommittee were specifically 
dealt with in that testimony : 

1. The effect of wage increases on price increases. The data he gave the 
committee showed that where price competition is at a minimum, as in the 
auto industry, the price increases cannot possibly be accounted for by the wage 
increases that have been made. Discussion of the administered pricemaking 
process needs to be based on facts, not on reiteration of arguments relying upon 
classical patterns of inflation that have been made irrelevant by the power of 
certain big corporations to set aside the law of supply and demand and to 
increase prices in the face of declining demand and mounting inventories. 

2. You charge the UAW with refusing to temper our wage demands. In the 
course of 2 days before the committee, Walter Reuther again and again stated 
and presented data to prove that the UAW is not asking for more than can be 
paid out of increased productivity. In fact, our demands were carefully de- 
signed to make it impossible for any logical and responsible person to charge 
that they are inflationary. The “basic minimum” part of our demands fits 
within the limits of what can be paid for out of rising productivity. 

The supplementary Cemands are to be paid for out of profits only after and 
to the extent that profits actually have been realized and then, when they are 
in excess of 10 percent of net capital, a somewhat larger base than net worth. 
These supplementary demands will come out of moneys accumulated in cor- 
porate treasuries after and not before the consumer has paid for the product 
and therefore can provide no excuse for raising the price he is charged. 

38. Consumer buying power. Factual evidence furnished the committee showed 
that the present combination of inflation and recession was not and is not due 
to expansion of consumer buying power: on the contrary, the auto companies 
raised prices on a falling market demand and when inventories of unsold cars 
were high. Excess purchasing power could not in any sense be responsible for 
the idle and short-time plants across the country; only a shortage of buying 
power is to blame for that. Only the ability of a few corporations to adminis- 
ter prices in their industries, in ways and for reasons described to the com- 
mittee, can explain the fact that, with supply exceeding demand, prices con- 
tinue to go up 

4. “Toothless” fact-finding hearings on proposed price increase. For one 
whose only appeal is to public opinion, you seem to downgrade unduly the force 
of public opinion when it is thoroughly informed about price increases or 
wage increases. The facts about wage increases would be at issue in the pro- 
posed price hearings whenever and from the moment that an employer alleged 
that such wage increases would require price increases. By simply filing no- 
tice, during wage negotiations, of intention to raise prices the few giant 
corporations covered by the proposed fact-finding law would put the wage de- 
mands and the unions making them into the fact-finding hearings. 

Past behavior of the few big corporations producing 20 percent or more of 
the output of an industry—the only ones to be covered under our proposed 
modification of Senator O’Mahoney’s 1948 bill—suggests that these employers 
nearly always make this contention. In these instances in which they fol- 
lowed up such statements made during negotiations with actual filing of no- 
tice of intent to increase prices for that reason, both price and wage increases 
would be on trial in the hearings and before the American people. 

We are not asking for a public scrutiny for corporations that a union could 
escape. We are opposed both to price and wage fixing by law, but we do not 
believe that an informed American press, radio, TV, and public would be “tooth- 
less,” defenseless against such unjustified price increases as have cut sales of 
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ears and other commodities billions of dollars and millions of jobs below what 
they should and could be. 

5. “Diversion of some consumer buying power to Government buying power.” 
You sternly and quite properly emphasize the need for schools, adequate na- 
tional defense, and aid to underdeveloped nations suffering from want of 
capital. From the time the Marshall plan was first proposed, Walter Reuther 
and the union he represents have urged bold programs in all those fields, going 
far beyond what the Washington Post has been willing to support. 

The need is not, as you put it, for “diversion of more of the national product 
to the satisfaction of urgent collective needs,” but rather for meeting those 
needs through an enlarged national product. How? By putting to work the 
25 percent of our manufacturing capacity that a McGraw-Hill economist esti- 
mates is now idle, a fact that Walter Reuther brought to the attention of the 
Kefauver committee. 

The cost of meeting the urgent needs you name, and many others you do 
not name, can be met by the increase in tax revenue flowing from a full pro- 
duction economy, by closing all or some substantial part of the $11 billion in 
tax loopholes and only then, to the extent necessary, by increasing tax rates 
on the basis of ability to pay. 

The UAW belief that we can make progress only with the community, not 
at the expense of the community, is more than a slogan on a wall. UAW 
members walked the bricks for 113 days for that principle. We go into 1958 
bargaining with that principle uncompromised, hopeful that the American 
people will understand and support our position and that, with that support, 
negotiations can be conducted and concluded on the basis of the arithmetic. 


Victor G. REUTHER, 
Administrative Assistant to the President, United AutoWorkers, AFL-CIO, 
Washington. 


[From the Western Gasoline Dealers Press, December 16, 1957] 
SERVICE STATION DEALERS ARE SMALL BUSINESS 
By John A. Touhey, Executive Secretary SCSSA 


The evolution of small business over the last decade to its present position 
of prominence in our national economy, is today generally recognized as a needed 
and desired prerequisite to the continuity of the current high levels of prosperity 
and economie security for the future. 

According to the Small Business Administration standards on small busi- 
nesses, there are today over 4 million small companies in operation which repre- 
sent close to 96 percent of the national total of the number of all operating 
businesses. These companies, in terms of dollar volume, represent 51 percent of 
our total national economic activity. However, during the past 10 years, small 
businesses have been subjected to wide growing pains during this period of its 
impressive growth. In this connection, figures indicate that the increase in 
new firms over the years is generally geared to increases in population and 
industrial expansion and that the casualty rates, or business failures, have been 
high. 

One 5-year study, involving new businesses established and the discontinu- 
ances of businesses, showed over 2,200,000 new companies started. Yet, during 
this same 5-year period, 1,483,000 went out of business. 

The United States Department of Commerce conducted a study of business 
failures and found that 1 out of every 3 failures occurred during the first year 
of activity: 1 out of every 2 failures during the first 2 years; 2 out of every 3 
in the first 5 years of operation. 

Further studies to evaluate the reasons for these failures indicated that the 
largest causes were due to inefficient, inadequate, or untrained management. 

Dun & Bradstreet, Inc., in one of their published reviews on business casual- 
ties, revealed that around 91 percent of the failures in small businesses were due 
to inexperience. These factual findings clearly point up the needs of small 
business to acquire experienced and good management techniques in all phases 
related to their particular business. 

Many of the Nation’s large corporations, that deal with many small busi- 
nesses, have come to the realization that customer business failures often affect 
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their own channels of distribution or supply or causes other disruptive situa- 
tions that affect their own econumic welfare. Consequently, today many large 
companies are providing, as a service, specially devised small-business programs 
to assist their small-business clientele in matters dealing with good management 
and financial know-how or other specialized services. Top management in these 
large companies feel that in assisting small businesses to acquire good mana- 
—e practices the results, in time, will mean less business failures or liqui- 
ations. 

In recognizing the importance of small business to our national economic 
welfare, Mr. Anthony DeLorenzo, vice president of public relations for General 
Motors Corp., states in General Motor’s published booklet, 26,000 Partners, i. e.: 

“One of the most significant and yet generally least understood, stories of our 
American economy is the story of the mutual dependence of large and small 
business. We, in General Motors, believe that future American progress de- 
pends to an important degree upon how well and how soon the public comes to 
better understand this relationship.” 

In stressing the importance of small businesses to General Motors, Mr. Har- 
low Curtice states in this booklet i. e.: “Neither of us—General Motors nor its 
suppliers—could perform this job alone. We need each other. The findings 
of this survey point up this mutual dependence. The plain conclusion is that the 
progress of large and small businesses is and must remain mutual.” 

Undoubtedly, the outstanding booklets published in 1957 on the relationship 
between big and small businesses, should be credited to General Motors publica- 
tions, 26,000 Partners and Selling to GM. These are recommended reading for 
persons interested in these matters. 

Today, in many industries, large corporations are devoting much time and 
effort in conducting studies in research and development, passing the results on 
gratuitously to their small-business clientele. As a matter of fact, the fields 
of managerial assistance that today are being explored for the benefit of the 
small client, cover many studies such as technology, marketing, cost accounting, 
product design, industry financing at the wholesaler, dealer, vendor, or job- 
ber, etc. 

In addition, there is current evidence that other large organizations plan to 
establish small-business programs in the immediate future, while the firms that 
presently have such programs, having observed the results and the benefits, will 
not only continue these programs but will explore new managerial aids as a 
further means of assisting their small-business clients. In this connection, Mr. 
Charles Ducommun, currently the president of the Los Angeles Chamber of 
Commerce and president of Ducommun Metals & Supply Co. (107 years old), 
one of the oldest firms in the West, recently was quoted as saying that he feels 
most strongly that big business should have a definite small-business program, 
The Ducommun program is considered among the finest in the Nation, and in- 
cludes 10 steps for providing managerial know-how covering, i. e., advice and 
counseling on starting a new business; financial suggestions in matters related 
to bank financing; capital requirements and financing: credit counseling and ad- 
visory services for small firms having financial difficulties ; accounting and busi- 
ness administrative suggestions, ete. 

Virtually every major industry, with a few exceptions, have today a num- 
ber of leaders that as a result of actual case history experience are conducting 
either formal, or informal, small-business programs and the present and future 
trend indicates that others will follow suit. 

This trend, on the part of top management, cannot be minimized as to its 
effects and constructive infinence in causing others to follow their leadership 
when it is realized that today some of the greatest names in industry are en- 
gaged in providing these services such as General Motors, United States Steel 
Corp., United States Gypsum Co., General Electric Co., United States Ply- 
wood C»., Crown Zellerbach, Continental Can Co., McKesson-Robbins, to name 
only a few. 

In evaluating the benefits, and there are many, to both the large and the small 
companies engaged in programs of managerial assistance, one economic factor 
stands out above all others to justify the continuance of these so-called small- 
business programs—the declining failure rates at the small-business level due 
to lack of zgond managerial know-how. 

Actual case history studies prove that where such programs exist, dealer, 
jobber, vendor, etc., turn-over due to bankruptcy or liquidations, have sharply 
diminished in recent years. That is, where the small firm has availed itself of 
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these educational programs and have properly utilized this managerial know- 
how in running its own business. In sharp contrast, turnover at the dealer or 
distributing level in the petroleum industry indicates a very high mortality rate 
among service-station operators in the independent category. The testimony 
given this year before the House Select Small Business Subcommittee No. 5, by 
accredited representatives of the major oil suppliers, would seem to substantiate 
this statement. 

In analyzing the varied reasons given the committee for dealer turnover, one 
fact stands out above all others—lack of managerial know-how. In any event, 
without going into the why and wherefores to explain the high dealer rate of 
turnover within the petroleum industry, it suffices to ask a question at this junc- 
ture. What can be done by both the suppliers and the dealers to reduce this 
economic blight that causes millions of dollars to be lost annually to all con- 
cerned—the supplier, the independent dealer, the general creditors and, indi- 
rectly too, the stockholders? 

The SCSSA believes that a specially devised small-business program geared 
and adapted to the needs of service-station dealers, might well be the answer 
to reduced dealer turnover within the industry. Furthermore, a record of 
stability through profitable dealer operations will result in attracting new 
prospective talent in the future to a point where it is conceivable that waiting 
lists will exist for dealerships. 

In order to properly implement, and to effectively carry out any small-busi- 
ness program that might be established in the future, one important ingredient 
would be required—teamwork. In this respect, compiete recognition of this 
factor for success was aptly observed by Mr. B. Brewster Jennings, chairman of 
the board, Socony Mobil Oil Co., Inc., who said in part and in addressing the 
Rotary Club in Los Angeles last September, 1956: 

“We must recognize that the bigger the job, the more teamwork required to do 
it,” ete—‘Big business and little business complement each other. Neither 
thrives on the destruction of the other.” 

In addition, the entire criteria for betterment in the field of marketing and 
distribution practices at the service-station dealer level might be reevaluated in 
the interests of developing ways and means for reducing the heavy turnover 
each year. No other major industry in ou reconomy is beset with the problems 
of turnover of small-business dealerships that is identified with the petroleum in- 
dustry. 

A clear interpretation of “betterment” might be found from the criteria on 
“general objectives of management,” as described by the Standard Oil Company of 
California as follows: “Plan, stimulate, and develop improvements in methods, 
products, facilities, and other fields as applicable, keeping abreast of the best 
thought and practice throughout the industry; and insure that outmoded proced- 
ures and uneconomical facilities are abandoned.” 

The SCSSA agrees heartily with both Mr. Jennings’ thoughts on teamwork and 
small business as well as with the management of Standard Oil in describing the 
term “betterment.” 

As a matter of selfish enlightenment, we hope that present relations between 
the majors and their small-business dealers may be supplemented in the near 
future by a true small-business program. Only through such planning can dealer 
turnover, due to lack of managerial know-how and inexperience, be ultimately 
curtailed. 

Customer counseling services by large corporations today represents the for- 
ward look in aggressive management. We, in our associations of several thou- 
sand dealers, need and will eagerly welcome a program of managerial assistance 
for the betterment of our members desiring such assistance. Furthermore, in 
keeping with the expression “teamwork,” the SCSSA will do everything possible 
to insure full cooperation in connection with implementation of any worthwhile 
small-business program that is designed to curtail dealer turnover. Our motive 
is selfish in this respect and, by way of explanation, over a 6-month period re- 
cently our association lost 264 members due to turnover and we marked our 
roster cards—“out of business.” 

We are pledged as an association to assist our dealer members and in so doing, 
we again call on top management, representing the major suppliers, to heed our 
plea for more managerial assistance in keeping with some of the small-business 
programs that have very recently been unveiled in the financial pages of the Los 
Angeles Herald Express Newspaper, 
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Let’s become partners in progress and make every reasonable effort to elim- 
inate turnover in the future. The record is clear—let’s erase it. 

The SCSSA again pledges itself in every way to the achievement of better- 
ment and teamwork between the members of our association and their respective 
suppliers. 


ROMNEY-REUTHER LETTERS ON WAGE INEQUITIES 
JULY 28,1955. 
Mr. WALTER P. REUTHER, 
President, International Union, VAW-CIO 
Detroit, Mich. 

Dear WALTER: I am writing you now this far in advance of the expiration of 
our contract and collective bargaining negotiation to be sure there is enough time 
left to avoid a strike that could disastrously affect the economic future of your 
UAW-American Motors members. Such a strike could be catastrophic for 
Kenosha, Wis., where we are the principal employer, and affect Milwaukee and 
Grand Rapids as seriously as a General Motors or Ford strike would have 
affected the Nation. 

I believe the situation with which we are jointly confronted requires the type 
of economic and social statesmanship you demonstrated at the time American 
Motors was born through the consolidation of the Hudson Motor Car Co. and 
Nash-Kelvinator Corp. 

The need for it arises from these facts: 

1. In the past our average wage rates and fringe benefits have been above 
those of the Big Three. 

2. In the past our noneconomic agreements have been more liberal and 
costly than those of the Big Three. 

3. In our case the above matters are not dealt with in a national agreement 
but are divided between a national agreement and local plant agreements. 

The division of our contractual relationship between local agreements and a 
national agreement is proving a handicap in arriving at the agreement on prin- 
ciple that is fundamental in successful collective bargaining. 

I am fearful that the continuation of the thus far futile efforts to arrive at 
agreement on principle where the collective bargaining responsibility is thus 
divided and where we are shuttling back and forth between national bargaining 
and local bargaining, could defeat the objective of a workable agreement that 
will benefit your American Motors members. 

This year in particular you have made agreement on principle a basic initial 
objective. 

Because of the economic facts cited above, we too have made agreement on 
principle a basic initial objective. 

Fortunately, there is no inherent conflict in our respective basic objectives as 
the following should indicate. 

Your principle is embodied in the recent General Motors and Ford agreements, 
Our basic objective in principle is the elimination of contractual inequalities he- 
tween ourselves and our larger competitors. To make sure that we have done 
all we can to make our basic position perfectly clear, let me add this: American 
Motors is willing to agree to all that General Motors has agreed to. We are 
willing to equal General Motors wage rates, fringe benefits, and noneconomic 
contractual agreements but, under today’s competitive realities, we fail to see 
how our employees’ interests would be served by handicapping us in the com- 
petitive race with cost burdens in these areas in excess of those available from 
the world’s largest and the automobile industry’s most successful company. 

Our executives are compensated at levels below those of General Motors and 
have been paid substantially less in 1954 and 1955 than in other postwar years. 

Our stockholders are not receiving dividends. Despite recent improvement, 
our new company is still in the red and faces capital expenditures of extraordi- 
nary mognitude to strengthen the competitive product position on which the 
future of your American Motors members depends. 

Admittedly, application to our contracts of the principle I have stated as 
our objective could be complex and difficult. You, or some of your associates, 
or American Motors members. may question its necessity or disagree on the 
factnal degree of the contractual inequality that has existed. These are addi- 
tional reasons for requesting your immediate consideration of the problem at 
hand. 
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Before entering this year’s automotive contract negotiations, you invited 
a panel of distinguished economists to advise you on the guaranteed annual 
wage program. 

Essentially the same group of economists have served as consultants to us. 

In the interest of the agreement on principle needed to protect the interests 
of your American Motors members, I propose that we jointly avail ourselves 
of their expert and objective advice in arriving at an amicable agreement on 
principle and on the facts. 

I propose that we request the panel or any 3 members of the panels to advise 
us on these 2 points: 

1. Is it economically sound for American Motors to apply the 1955 Gen- 
eral Motors or Ford settlements with the UAW on top of the present con- 
tracts of American Motors? 

2. Before the 1955 General Motors settlements, what were the factual 
differences between the General Motors contractual agreements with the 
UAW and the American Motors contractual agreements with the UAW? 

Our representatives, headed by Ed Cushman, are available to meet with you, 
Leonard Woodcock, and any of your associates as soon as you are available to 
secure agreement on this or any other sound alternative that will avoid the 
economic consequences of failure to arrive at the agreement on principle needed 
to protect the interests of our employees, stockholders, and dealers. 

Sincerely, 
GrorceE RoMNEY, President. 


May 3, 1957. 
Mr. WALTER P. REUTHER, 
President, International Union, UAW, 
Detroit, Mich. 


Deak Mr. REvuTHER: This will acknowledge receipt of your letter of May 1, 
proposing that American Motors join with other automobile manufacturers and 
the UAW ina joint study committee to “explore the many phases of the problem 
related to the reduction of the workweek.” 

We have repeatedly demonstrated our belief that collective bargaining should 
be based on economic facts and not on economic force. We have been developing 
facts relating to hours of work for a long time and will continue to do so. 

However sincere your intent not to bargain through the proposed joint study 
committee, it would be impossible to avoid basic elements of the bargaining 
process. For example, there is bargaining involved even in deciding on which 
statistics to use. Certainly arriving at answers to the specific questions referred 
to in your letter would involve bargaining. Your proposal is therefore a proposal 
for the beginning of industrywide bargaining. 

We have stated previously our opposition to industrywide bargaining. We 
sincerely believe that industrywide bargaining in the automobile industry, estab- 
lished to counteract the tremendous power of the UAW, would not only lead to 
further excessive concentration of power but inevitably to greater Government 
control and eventually to the end of free management and free labor, as we know 
them today. Consequently, we consider that acceptance of your proposal would 
not be in the interest of American Motors or of the American public. 

We are agreeable to meeting as a separate company with you and other ap- 
propriate union representatives in a study of total labor costs, including the 
possible implications of a shorter workweek, as applied to American Motors. 
Don't you agree that there can be no proper examination of the shorter workweek 
and increased wages without investigation of other labor costs? 

In any event, the economic facts affecting American Motors and the communi- 
ties in which we operate differ significantly from those affecting the Big Three. 
Discussions about the industry as a whole, therefore, would have little relevance 
to the American Motors situation. 

As you know, prior to the 1955 negotiations, American Motors had “pattern- 
plus” agreements with the UAW providing for wage rates, “fringe” benefits, and 
provisions for seniority, relief, and paid time off the job, which were more liberal 
and costly than the union required of the Big Three. We did depart by mutual 
agreement from the 1955 automobile pattern by delaying SUB payments for 
15'4 months, postponing certain increased insurance contributions for a year and 
by providing no so-called wage inequity fund. However, despite the detailed 
presentation of economic facts and long hours of persuasion, the union insisted 
on agreements which kept American Motors in a “pattern-plus” position. The 
“nower of persuasion” had to yield to the “persuasion of power,” to use your 
descriptive expressions. 

We hope that in the interests of your members who work at American Motors, 
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1958 will see a willingness to make decisions on the basis of economic facts, not 
economic force. American Motors has the opportunity for a bright future in 
the Automobile industry. We cannot capitalize fully on that opportunity unless 
our union agreements are in line with economic realities. 

Sincerely, 


GrEoRrGE RoMNEY, President. 


THe Economic ANALYsIS or LABOR UNION POWER 
By Edward H. Chamberlin 


Major restrictions must be placed on the monopoly powers of labor unions 
in the public interst just as they are on the monopoly powers of business corpor- 
ations. This is the main theme of the Economic Analysis of Labor Union Power 
by Prof. Edward H. Chamberlin. 

Dr. Chamberlin, David A. Wells professor of political economy at Harvard 
University and editor of the Quarterly Journal of Economics, is best known for 
his book The Theory of Monopolistic Competition. A member of the department 
of economics at Harvard for over 30 vears, he has served as chairmun of the 
department and as an officer of both the American Economic Association and 
the Catholic Economic Association. 

The premise from which Professor Chamberlin proceeds is that the position 
of labor in the American economy has changed rapidly in the last 25 vears and 
economic analysis has not kept up with this. The author states that “the plain 
facts are that for anyone concerned with the preservation of free institutions 
the power position of labor has become truly ominous, that it has gone largely 
unrecognized, and that it cries out for analysis from a truly public, as distinct 
from a labor point of view.” 

Further, we “should abandon the clichés of ‘pro-labor’ and ‘anti-labor,’ and 
make an earnest attempt to move on to a more fruitful level of thought. There 
are so Many ways and degrees in which restraints could be applied to unions 
(as to business enterprises) that it is absurd to talk about ‘abolishing’ them. 
The writer helieves that unions, like business corporations, are ‘here to stay.’ 
But, also, like business corporations, they can be subjected to social control.” 

In discussing the intellectual heritage which limits the thinking not only of 
the man in the street but even of the professional economist, Dr. Chamberlin 
stresses the point that “those who are really concerned with the lot of the under- 
privilezed in our economy will hardly be impressed by the claims of the trade 
union sector. Today’s underprivileged are to be found elsewhere.” 

Another element of the prevailing folklore is the motion “that a wage in- 
crease impinges mainly on profits and hence need have no effect on prices at 
all. Of course this may happen in certain cases and to a limited extent, but 
such an effect is typically only a short-run phenomenon, and the run may be 
very short indeed. Profits are no more available than are other cost outlays as 
a source from which increased labor income may be met without affecting 
prices.” 

Because the “unseen” link between labor market and product market through 
the law of cost is so often ignored, the author points out that “it would not be 
possible, even if it were thought desirable, to restrict the influence of unions to 
the labor market, and the reason is the same law of cost. And for this very 
reason it is not possible adequately to protect the public against monopoly prices 
in the product market without a direct concern with what goes on in the labor 
market.” 

To deal with these problems, Dr. Chamberlin goes on to say that “if the public 
is to be protected from unreasonable monopoly power, a body of law appropriate 
to the labor market has an importance at least equal to that which (in the 
United States) is generally taken for granted in the product market.” 

Referring to specific monopoly practices of labor, the author cited among 
others, restriction of output for the purpose of controlling market prices, ex- 
clusion from the product market, direct participation in price fixing as well as 
organizational and jurisdictional strikes and all manner of pressures against 
other individuals and firms not parties to a dispute. 
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Professor Chamberlin calls attention to the fact that like any other unit in 
the economy, a labor union, once formed, will naturally seek to extend its power 
but that the processes and methods by which this may be done and the conse- 
quences of its achievement seem to have been generally overlooked. The 
struggles for power in the labor field are quite comparable to anything witnessed 
in the most violent periods of consolidation in the railroad and industrial areas. 

The author recommends that “What is needed for a clear picture of union 
power is to disentangle analytically the accretions of power from collective 
bargaining per se. It may be found that if all the accretions were removed 
or effectively controlled, the residuum derived merely from collective bargaining 
would be small; but whether removed or not, the first step is to analyze correctly 
the nature of the powers possessed in order that an intelligent decision may be 
reached as to how much, and which, of them may pruperly be sanctioned by 
society. Certainly such a decision will never be possible as long as all union 
activities are indiscriminately lumped together under the general and completely 
misleading rubric of ‘collective bargaining’.” 

Recently announced union demands for a voice in determining company policy 
on profit distribution lend particular significance to the author’s discussion of 
management prerogatives. “It is more than a possibility that, especially with 
the drive for industrywide uniformity, much that is vital to the competitive 
character of our economy, and which is responsible for its high efficiency, will 
be lost through a substantial invasion of the management area by labor, and 
that the public will awake one day to find that a degree of economic control, 
which it would never have tolerated in the hands of businessmen, has already 
passed into the hands of someone else.” 

The author concludes, “At one time laborers did not have the freedom to 
which they were entitled to form unions and to bargain collectively; and the 
economic power of those unions which existed, although important, did not on 
the whole menace the economy. But, this situation no longer obtains. There 
is abundant evidence that unions today do have too much economic power. 


When this is the case, the public interest requires that steps be taken to reduce 
ing 


SoME COMMENTS ON THE UAW’s STATEMENT BEFORE THE KEFAUVER COMMITTEE 
(Memo submitted by American Motors Corp.) 
INTRODUCTION 


This is a preliminary analysis of the statistical data contained in the state- 
ment of the UAW (AFL-CIO) to the Subcommittee on Antitrust and Monop)ly 
of the Committee on the Judiciary (Kefauver committee) at the hearings on 
January 28, 1958. 

The analysis is confined primarily to those statistics which apply to the en- 
tire industry, rather than to individual companies. However, in the latter 
case, where problems of methodology arise, comments have been made on them. 

There are two key tables in the UAW’s industrywide statistics. The first 
alleges that real wages in the automobile industry have risen less than na- 
tional productivity since 1937; the second, that automobile prices have in- 
creased more than both wage and material costs since 1947. 

There are three basic criticisms of the UAW’s statistics. They are: 

1. The use of 1947 or 1948 as a base year from which to measure changes in 
prices, profits, etc. This assumes that 1947 was a normal year with all sectors 
of the economy in balance. Quite the contrary was true, as the UAW admits, 
when discussing the steel shortages of that year. 

2. Failure to use the best available public data and failure to include all 
relevant cost factors, particularly “fringe benefit” costs. 

3. The UAW’s starting assumption that profits, in the “Big Three” have 
always been too high. Many times, the UAW statistics boil down to the con- 
clusion that certain costs should have been absorbed at the expense of profits. 

UAW presents 17 points in its statement. Of these, five involving industry- 
wide statistics have been reproduced and commented on in the following pages. 
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UAW Point Number 2 (Table 12). “All the increases in real wages and fringe 
benefits won by the UAW since it first gained recognition have not equalled 
a increase in the productivity of our national economy during that same 
ime, 

In support of this statement, the UAW offers a table (copy attached) com- 
paring real straight time hourly earnings in the motor-vehicle industry with 
productivity in the private sector of the economy using 1937 as a base. Be- 
tween 1937 and 1956 the table shows that real wages as defined, advanced 
37.1 percent while “national productivity” increased by 82.6 percent—“nearly 
24 times as fast.” 

Summary.—As a matter of fact, when more nearly correct figures are used, 
real automotive wages have increased faster than national productivity in the 
postwar years. Their apparent failure to do so prior to that time was due to 
deliberate policy of the Federal Government during World War II. 

Method.—It should be borne in mind that the earnings figures shown on the 
table do not represent only, or entirely, those companies with UAW contracts, 
but a classification of establishments based on the standard industrial classi- 
fication system. The UAW assumes that increases in this BLS motor vehicle 
earnings series are representative of “all the increases * * * won by the 
UAW.” This is the formula which UAW used: 














Average hourly earnings X adjustment factor * Average real straight 
Cost of living in given year = time earnings in 
Cost of living in 1956 1956 dollars. 


1 Based on average hours worked per week. 


Productivity in the postwar years is measured by a new index, appearing offi- 
cially for the first time in the President’s Economic Report, 1958. Both this and 
the prewar index to which it is linked were prepared by BLS. They differ from 
previous productivity indexes in that they measure increased productivity per 
hour worked rather than per hour paid-for. This, together with other revisions 
(particularly for the agricultural sector) results in a higher rate of productivity 
gain for the postwar years than previous estimates. The new indexes should 
have additional review and explanation before management accepts them un- 
qualifiedly. 

Some apparent discrepancies in the statistical tabulations are written in the 
margin of the table [attached]. 

The straight-time hourly earnings figures on the table do not include the cost 
of fringe benefits, although such costs should be included. Both of these state- 
ments are admitted by the UAW. Elsewhere in its statement, the UAW puts a 
ralue of 25-830 cents an hour on the benefits gained between 1947 and 1956. 
Without accepting this estimate’, we will use it for purposes of argument. Thus, 
instead of $2.28 per hour for 1956, we have $2.53-$2.58. 

This correction alters substantially the increase in real wages from 1937, as 
measured by the UAW. In fact it reverses the picture for the postwar years, 
It is clear that motor vehicle average straight-time earnings have increased more 
than national productivity between 1947 and 1956. Wages plus benefits (as 
mensured by the UAW) increased between 44 and 47 percent while national 
productivity increased by 38 percent. 

Here we come to a basic fallacy of the UAW’s comparison of automotive wages 
and productivity beginning in 1937. From the table it can be seen that real 
earnings were practically unchanged between 1941 and 1946 while national pro- 
ductivity increased by an unspecified amount. During this period (World War 
II) straight-time wage rates were control'ed by the United States Government. 
The National War Labor Board adopted the general principle of limiting the 
increase in straight-time earnings to the increase in the cost of living. “The 
impact of this principle was to take the Jannary 1941 real wage as the general 
level to be maintained.”? There was no provision for an increase in real earn- 
ings during the war years. 

The UAW’s table is really directed to a criticism of the policies of the National 
War Labor Board, a tripartite agency to which the AFL-CIO named members. 


1For example, the United States Chamber of Commerce shows a cost of 38 cents per 
hour for transportation equipment group in 1955. 
2 Termination report, National Wai Labor Board, vol. I, p. 186. 
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Table 12 


REAL STRAIGHT-TIME HOURLY EARNINGS IN THE MOTOR VEHICLE INDUSTRY 
COMPARED WITH PRODUCTIVITY IN THE TOTAL PRIVATE ECONOMY 


1937 - 1956 
Straight-Time Real’ Private*# 
Hourly Earnings* Product per 
Year _in Constant Dollars fanhour 
(1956 $) _ 1937=100 ~~ 1937=100 


.SHOULD BE F1-642. 
THIS CHANCES THESE 
INDEXES, 
1S9S6 SHOULD GE 13%.9 










FROM THE ORIGINAL 
—e Sources (P.2U, THESE 


Oe IWDEKES ARE: 
111.6 ; 
1937 - 100.0 

Ne a. 

1 1938-—101.0 

i 1939- 105.6 

ae ee i94o- TINY 

ae (9u7- 131.9 

n. a. 

hs. De 

132. 

135. 

a LE (947 1S THE “Lwk® 
* WDLXES 

157.4 WEAR, THESE ! 


RE Too Low. 
19S6 SHOULD BE ITI-9 





* BLS Average Hourly Earnings and Consumer Price Index 
93 In 


“ ic : BLS Postwar Productivity Growth in the United States 
The President's Economic Report 1956 







TaiS tS WwRone, 2 ‘ 
APPARENTLY SHOULD BE 1947. 


UAW point No. 5 (table 18). Automobile price increases have been substanti- 
ally greater than the combined increases in labor costs and materials costs” 


To support this statement, UAW offers table 18, reproduced here. 


TABLE 18.—Increase in automotive wage and material costs compared with 
increase in motor-vehicle wholesale prices, 1947-56 





| 
Straight-time hourly Index of | Motor 
earnings output per | Index of Index of Index vehicle 
Ct} SCman-hour | sounit wage material material wholes ile 
for total | costs 3 costs 4 ests 5 price index & 
Amount! | Index private | (1947= 100) (1947100) 1947= 100) (1947= 100) 

| (1947=100) | economy ? 

(1947 = 100) 

| 
1947__. $1. 44 100. 0 100. 0 109.0 100. 100. 0 100. 0 
1948__. 1. 58 | 109. 7 104. 2 | 105. 3 108. 5 107. 5 110. 4 
1949 1. 66 115.3 | 105. 4 | 109. 4 106. 3 107.2 118.2 
1950_. 1,71 | 118.7 | 114.5 | 103. 7 110. 2 108. 2 117.4 
1951____| 1.87 | 129.9 118.8 | 109. 3 121.6 117.9 123.7 
1952. __ 1.97 136. 8 123.2 | 111.0 118.8 116. 5 131.0 
1953 | 2. 06 | 143.1 | 27.8 | 112.0 119. 6 117.3 130. 2 
1954 2. 12 | 147.2 | 131.5 111.9 120. 1 117.6 130.7 
1955 2.18 151.4 | 136.3 111.1 122.8 119. 3 134. 6 
1956 2. 28 | 158. 3 137.9 | 114.8 128. 2 124. 2 142.2 
ae TURE ee! Le ae | es | 

! Published gross hourly earnings figures converted to straight time earnings on the basis of a f- rmula 


developed by the Bureau of Labor Statistics and published in the Monthly Labor Review, November 1942. 
2 President’s Economic Report, 1958 
§ Index of hourly earnings divided by index of output per man-hour for total private economy. 
4 BLS Nonfarm, Nonfood Wholesale Price Index (1947-49100) converted to 1947100 
5 Obtained by combining index of wage costs with a weight of 0.3 and the index of materia! costs with a 
weight of 0.7. 


6 BLS Index (1947-49100) converted to 1947=100. 
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The first column shows straight-time hourly earnings in the automobile in- 
dustry after eliminating the additional payments to employees for overtime. 
The true cost of an hour’s labor is what the employer actually had to pay for it, 
not what he might have paid for it if these additional payments had not been 
made. For this reason, gross hourly earnings should have been used in this cal- 
culation rather than straight-time earnings. The data also understates earn- 
ings to the extent that certain fringe benefits are not included. The UAW ad- 
mits this and further says that these benefits cost employers between 25 and 
80 cents additional per hour in 1956. Even if we accept UAW’s use of straight- 
time earnings and add 30 cents per hour to the $2.28 straight-time rate, the wage 
rate becomes $2.58. 

The third column presents an index of output per hour for the total private 
economy. This index includes agriculture, which has shown a much greater 
growth in productivity over the period than the rest of the economy. The data 
comes from the Economic Report of the President for 1958 which also contains 
a series for nonagricultural industries. While this series is not necessarily ideal 
for the purpose, it is obviously more appropriate than the one used by UAW. 
Output per man-hour in nonagricultural industries in 1956 was 132.6 (1947=100). 
The figure used by UAW for the total private economy was 137.9. 

(It should be noted that the President’s Economic Report contains a detailed 
discussion of the limitations of the output per hour calculations, and the im- 
plication is clear that the data may be entirely unsuited for purposes of calcula- 
tions such as UAW has made.) 

The fourth column is an index of unit wage costs computed from the index 
of hourly earnings divided by the index of output per man-hour. Recomputing 
the index by using straight-time earnings plus fringes, and the index of output 
per hour in nonagricultural industries, yields a 1956 index of 135.1, instead of 
1148 as shown by UAW. 

Column 5 is an index of material costs. UAW has used the BLS index of 
wholesale prices for all commodities other than farm products and foods. This 
index includes the price of such diverse materials as women's undergarments, 
milking machines, television sets, alcoholic beverages, and toy electric trains. 
A more realistic—although still unsatisfactory—index would be the BLS series 
for materials for durable manufacturing. The index used by UAW shows a 
materials cost increase from 1947 to 1956 of 28.2 percent. The more appro- 
priate index of materials for durable manufacturing shows a materials cost 
increase over the same period of 62.8 percent. 

Since more materials were used in 1956 cars than in 1947 models, the increase 
in materials cost per vehicle would be greater than 63 percent. UAW failed 
to take this factor into consideration in their calculations. 

The following table summarizes UAW’s cost and price trends from 1947 to 
1956 and also what a more accurate appraisal of these elements would show: 


Percent change from 1947 
to 1956 


From UAW Revised 








statement data 
Cost of 1 hour of 'abor (excluding overtime) - - --.----------- Kiaicthtcenerse be | +58, 3 +79.2 
Cost of moterials ! -- [iiebtene ene madhhheeeneknnndansnwes qonee ent | +28. 2 | +62.8 
Wholesale price of vehicles._...--.-.- -.-------- erin nn alice tinea gicareipcliye +42. 2 +42.2 


1 Without adjusting for increased material content per vehicle. 


It is clear from the above that UAW’s statement that automobile price in- 
creases have been substantially greater than the increases in labor or materials 
costs is incorrect. 

UAW point No. 8 (tables 23 and 24) “Rates of return on investment among 
the Big Three have been far higher than the average for American industry” 

In tables 23 and 24 the UAW makes a comparison between profits before taxes 
for the Big Three and profits before taxes for all manufacturing corporations 
and all corporations for years 1947 through 1956. 
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TABLE 23.—Profits before tawes of Big Three auto companies, all United States 
manufacturing corporations and all United States corporations, 1947-56 








Big Three 
All United All United profits as 
Year Big Three States manu- States percent of all 
facturing corporations | manufacturing 
corporations corporation 
profits 
Millions Millions Millions Percent 
ee sovnis adc egret cnchtnini aco said tipanedin were wie $781 $16, 529 $29, 525 4.7 
Di tium@iébubtiiiinbedenambbuwdrenbecaee 1,117 18, 102 32, 769 6.2 
tS icutiinpbaibGestitnenudiciiegtuibe ee 1, 633 14, 140 26, 198 11.5 
a a a aa et 2, 604 23, 280 39, 970 11.2 
Dnduhedsounebbarasdccdsienundbas aukiots 2, 009 24, 512 41,173 8.2 
cia 2; 031 19, 958 35, 936 | 10.2 
Shinisii.s Giiinieiinn deen cdinginibied oetaeiaaes 2, 360 21, 218 37, 039 3.3 
Si cenishtici vee iemestiitaniiinantcdn a atiaianed tahaleniienl 2, 162 18, 418 33, 452 11.7 
(SSE ee a ke 3, 736 24, 788 42, 473 | 15.1 
MUNI Ai cicissnicepincsenscie ataseandiniedincihineiieieaaeeain 2, 262 24, 611 43, 008 | 9.2 


Source: Department of Commerce, Corporations’ Annual Reports to Stockholders. 


TABLE 24.—Indegw of profits before taxes of Big Three auto companies, all 
United States manufacturing corporations and all United States corporations 
(1947=100), 1947-56 


All United All United 
Year Big Three | States manu- | States corpo- 
facturing rations 

corporations 





1947... “ 100. 0 100. 0 100. 0 
RPGs tbienhiatd Jit sb cwdkindilscthesenbedibescébuabaeeba 143.0 109. 5 111.0 
Be ecgit Sincieciaiety Svat wianih meninvmann chcly ings to gpnaadlrcoinge neni vnninm atin 209. 1 | 85.5 88.7 
chads ctnnibwin teusminé sehen chuknnehwabienyunhnsesuen 333. 4 140.8 135. 4 
Rings dad panGhinmnnh nie es ahan up tna tem inea ee sepa ate 257.2 148. 3 139. 5 
Si idiedtecosadess aainginee pins bites aincniaie tide ahah aula ddan Gaivigd 260. 0 120. 7 121.7 
SR Ghsk es nquannnaMidig Reutine wanaksinusn aaumibeameteawo 302. 2 128. 4 125. 4 
i hskcswiktiactdhiihn nibkasasbeedayi nn baenitcannbanse 276.8 111.4 113.3 
SE ndkG steph ckbnacih bt -suqdebidion kh elisg} saReeeeh Ries nanine 478. 4 150. 0 143. 9 
AAT itk un cundenohiGnchaahhus cht hahent rane kwhigtnen 289. 6 148.9 145, 7 


Source: Derived from figures in table 23. 


Automobile production was discontinued completely during World War II, 
except for replacement parts and medium and heavy trucks. Although recon- 
version from production of military items to civilian products was done expe- 
ditiously in summer and fall of 1945, with a minimum of unemployment during 
the interval, production of automobiles during 1946, 1947, and 1948 continued 
spasmodic because of shortages in materials and because of numerous work 
stoppages. 

Government controls over materials, continued on for a long time after the 
war, resulting in distortions in the economy. 

Many other industries did not have to go through the processes of discon- 
tinuing their regular civilian products during the war years, converting their 
plants to military production and then reconverting them after the war. As 
soon as the war ended these other industries not only kept right on pro: ucing 
the same products as during the war, but immediately stepped up the volume 
of output even above the accelerated wartime pace. Industries which for 
years before the war had not been consuming much steel, coal, glass, etc., now 
experienced a continuing high level of demand for their products. As a result 
it was impossible for the automobile manufacturers to return to their normal 
share of the total steel output. The demand for new cars was so great that cus- 
tomers were compelled to leave their names on dealers’ waiting lists for months 
before getting delivery of their favorite makes. We have also almost forgotten 
the fact that motorcar niakers did not price the new cars on the basis of what 


22805—58—pt. 732 
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the market will bear but on the basis of standard volume costs. The market 
price of good used cars at the time even suld at a higher price than the new car 
of the same make. 

For these reasons, the early postwar years do not afford a good base for later 
comparisons because of the many abnormalities prevalent, especially in the years 
of 1946, 1947, and 1948. 

The interpretation of these tables is dependent primarily on the choice of a 
base years. Note below the effects on the comparative index numbers for the 
year 1956 by using 1948, 1949, or 1950 as a base year, instead of 1947. 

As explained in the comments on table 23, the year 1947 was still too close to 
the end of the war for the automobile manufacturing industry to have attained 
normality. with materials controls still in effect so the industry could not pur- 
chase freely all its requirements. VPrewar plants had been reconverted from 
100 percent war production, and the great program for modernization of plants 
had barely begun. 


Indez of profits before taxes 





All United All United 
Big Three States manu- | States corpo- 
; facturing rations 


eorporations | 


| 
a oe 
| 


1947 ss base year----- ; : in 100.0 100. 0 100.0 
1956 _. ; Ps 239. 6 148.9 145.7 
1948 »s base year : ae ou bie | 100.0 100. 0 100.0 
ae tia a ee 202.5 | 136.0 | 131.2 
hk 4. 8. aS evimaetentetiainmtaaies 100. 0 | 100. 0 | 100.0 
1956 _ Speckadasenaat ae eo am ioe 138. 5 174.2 | 164 3 
1950 *s base year.._............... smcanibindieietcaionss. 100. 0 100. 0 | 100.0 
ii nninclicoketunumpapsadenevdeonpaginwhiianas inate 86. 6 105.8 | 107.8 


UAW point No. 10 (table 25). “Industrywide figures show sales growing much 
faster than payroll, and almost the same number of workers producing 
50 percent more cars in 1957 than in 1947.” 

Method: The UAW uses figures on automobile industry employment and pro- 
duction appearing in the Detroit Free Press of January 5, 1958. The UAW 
links the increase in employment (BLS) between the 2 years (0.5 percent for 
production workers and 5.1 percent for all employees) with the increase in motor- 
vehicle factory sales (AMA) of 50.5 percent. The annual production worker 
payrolls for the 2 years ($1.9 billion in 1947 and $3.3 billion, exclusive of fringe 
benefits, in 1957) are compared by the UAW with the value of vehicle and re- 
placement production $8.0 billion and $15.4 billion in 1947 and 1957, respec- 
tively). This ratio shows a decline from 24.3 percent in 1947 to 21.6 percent in 
1957. 

The UAW says in an adjoining page, the “data for production on the one 
hand and employment and payrolls on the other hand are probably not exactly 
comparable in their coverage * * *.” Since the UAW thus invalidates its own 
conclusion, it hardly seems necessary to carry the analysis further. 

The items not comparable in coverage are: 

1. Total employment and production worker employment include employment 
in production of repair parts and accessories, truck and bus bodies and trail- 
ers by manufacturers other than those producing complete passenger cars and 
motor trucks. They do not include a very large number of workers producing 
automotive parts in establishments classified by the Census Bureau in industries 
other than the various branches of the motor vehicle and equipment industry. 
It is estimated this employment amounts to over 300,000 workers. 

2. The same criticism applies to the figures for “Production worker annual 
poyroll’—that the coverage is very Cifferent from that represented in the whole- 
sale value of passenger cars, motortrucks and replacement parts and accessories 
an’? hence the two series are not comparable 

It is worth noting, moreover, the misleading picture which arises by using 
1947 as a base year for comparative purposes. The assumption is that all eco- 
nomie sectors were in balance and that any change from this year can be in- 
terpreted as a deviation from normal. On the contrary, as is pointed out else- 
where, it was a year of stop-and-go auto production with interruptions due to 
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strikes and material shortages. In fact, later on in the statement, UAW char- 
acterizes 1947 as a year in which, “auto workers suffered repeated layoffs and 
short workweeks because of the inability of their employers to obtain steel.” 
1947 was anything but normal. Had the UAW chosen to base its comparison 
on other—even prewar—years, its conclusion would have been very different. 


UAW point No. 138. “What competition there is between the Big Three does 
not affect prices—there is no price competition.” 

The theory of competition is a study in itself which cannot be dealt with in 
this analysis but in this connection, it is interesting to note that the UAW 
respects the opinion of Dr. E. H. Chamberlin, professor of economics at Harvard, 
whose book, written 25 years ago (The Theory of Monopolistic Competition) is 
quoted at length. 

In his new book Economic Analysis of Labor Union Power, Mr. Chamberlin 
concludes: 

“Yet plain facts are that for anyone concerned with the preservation of free 
institutions the power position of labor has become truly ominous, that it has 
gone largely unrecognized, and that it cries out for analysis from a truly public, 
as distinct from a labor, point of view.” 

He believes unions today “unquestionably dominate” the vital mass-produc- 
tion industries, mining, construction, public utilities, communications, and rail 
and truck transportation. 


(Submitted by American Motors Corp. at request of the subcommittee) 


Capital requirements at today’s costs to provide facilities to produce and market 
250,000 automobiles annually 


Corporation capital requirements: 


OM WOTRIe DMBNOG Bik toe Oi. bbe eweawamaniemeuen $30, 000, 00N 
aA I NE chet Rania ne, 13, 500, 000 
IID 5s ac oh AURA bs Shee. coke akon io oh aos es a 56, 600, 000 
Prenaid Insuranoe, tAvebAGtec.. 2... 2 - nies tess Seas 2, 800, 000 


Manufacturing facilities: 
Land, buildings and building equipment--- 
Machinery and equipment and tools and 


A 
to 


123, 712, 000 





sk assem oc ig ence ws ns amma en es 251, 166, 000 
——————— 74, 878, 000 
Investment in Canadian assembly plant, working capital, ete_- 7, 000, 000 
Leasehold improvements, 21 zone sales locations__._.._..-.---- 3, 000, 000 
OO oe So Oe on win ie dmety thes bad 487, 778, 000 
I I scooter sc eich a aw nk eae a wn ate gn ern acer 25, 000, 000 
Ng ah ade ire cect 462, 778, 000 

Organization expense, underwriting discounts and commis- 
sions, $600,000,000, at 74% percent... ..............-......- 45, 000, 000 
Institutional advertising and advertising and sales promotion... 35, 000, 000 
ROSNER DKON VO BUTE OL DrouuCuOn. 0 onc ww cece een 23, 000, 00U 
LOSSG 186. Teen in DRBRUCLION. - 6 cook cu pcan wees ene~sat 10, 400, 000 
Total corporation capital requirements -_.__-.------------ 576, 178, 000 

Independent dealer and distributor capital requirements: 

eT CCR CN ons or cat ei eee 262, 500, 000 
SUA (AT eC ond Gs arc ni oan > o's Seapets saminda emer 18, 750, 000 
POSED CSET OT COUN sn ens ci ek Ore oa ae 45, 000, 000 


Total independent dealers and distributor capital require- 
iia eebtc ei iu k ens occwndmeteawnsee nian enteos 326, 250, 000 


‘OCR DRT TOMIIIONICINNL oo can cucn coe skeanncersemee 902, 428, 000 
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Manufacturing facilities at current replacement value to produce 250,000 automobiles 


annually 
Land, buildings, and building equipment: 
Land and land STAPTOVOMONEE .6.. 2c cswce wen esee $5, 812, 000 
Buildings: 

Deore stoee oe owe $11, 000, 000 
I acts eT 1, 250, 000 
Peers ide. Siecl iw 3, 750, 000 
Powernomme, 2.25.5... 1, 600, 000 
Manufacturing. .....__-_- 62, 270, 000 
Service parts_........--- 8, 125, 000 
Office, cafeteria, etc_-_---_- 5, 139, 000 


Total, buildings 
(6,500,000 square 


DOOD 5 inst teeta alls cnwiiin be xnais 93, 134, 000 
Building equipment: 
General factory.....---- $23, 630, 000 
Service partes. sn<cd-esss 1, 136, 000 
Total, building equipment___-_____- 24, 766, 000 


Total, land, buildings, and building equipment_ -__$123, 712, 000 


Machinery and equipment and tools and dies: 


Machinery: 
Foundry department____----- $2, 800, 000 
Motor department____...---- 26, 560, 000 
Mis*ellaneous machining de- 
“et eee 6, 255, 000 
Transmission department._._._ 12, 020, 000 
Rear axle department_______- 5, 391, 000 
Forge department__..-...--. 3, 859, 000 
Heat treat department -_-__-_- 193, 000 
Body department and 
OTE Soe caste en ses 1, 243, 000 
Press department____..--_--- 37, 543, 000 
Nonproductive departments, 
a cer rae ant we tan be 21, 808, 000 
Roses moeohinety oo 2. oe ee $117, 672, 000 
Equipment, all departments. __..-.-.--------- 55, 621, 000 
Tools and dies, all departments__._..._..-.-_--- 77, 873, 000 


Total, machinery and equipment. --.........-------- — 


Total manufacturing facilities 


Losses: 1st year in production 
Gross profit: 


Antomobiles, 100,000, at $250__.......-----__- $25, 000, 000 
NN ee. ntinnmonae 500, 000 


Total, standard gross profit 
Burden and other variances: 
Deanucaovurme Gxensgses.......<.............. $35, 000, 000 
Burden absorbed on $19,500,000 productive 
See. a een eneuene 26, 500, 000 


7Ocnl, Waren Wertenes.. oo Soc cccee ccs 8, 500, 000 
EN gt eg ESS 2 RE Ree ie 5, 000, 000 


Total, burden and other variances 


Total actual gross profit 


251, 166, 000 


374, 878, 000 


25, 500, 000 


13, 500, 000 


12, 000, 000 


) 
| 
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Manufactured facilities at current replacement value 
automobiles annually—Continued 

Operating expenses: 
Geren nenieei eds nods eee. cd ce 
Zones (including field warehovse)__....._._-_-_- 


Advertising and sales promotion (personnel) - - -- 
Research and engineering___.............._--- 
General office and administration 


Total, operating expenses 


Total losses, Ist year in production 


Losses, prior to start of production 


Burden and other variances: 
Manufacturing expenses 
piicden Bienen 4 ksh ie testes ee b Sc 

Total, burden and other variances 
Operating expenses: 
Gi MRT TN ee ] 
Zones (including field warehouse)_....._.______- 
Advertising and sales promotion (personnel) 
Research and engineering_._...........-.------ 
General office and administration 


Total, operating expenses__...2........-..-..... 


Total losses, prior to start of production 
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to produce 250,000 


$2, 400, 000 
8, 000, 000 


500, 000 


8, 000, 000 
3, 500, 000 


awe woken $22, 400, 000 
10, 400, 000 


ane Racaaen ie ani 2, 500, 000 


0 
tes i old $8, 000, 000 
, 000, 000 
3, 000, 000 
500, 000 
8, 000, 000 
oa esses cas 15, 000, 000 
aside etal 23, 000, 000 


Premium steel costs, American Motors Corp. (Nash-Kelvinator Corp. only), 


fiscal years ending Sept. 30 


RECEIPTS OF STEEL—SHEETS, BARS, STAINLESS STEEL, ETC., IN TONS 









































1 Does not include 752 tons transferred from Hudson to American Motors. 
Source: D. P. Else, Nov. 12, 1954. 


Premium steel tons 
Mill price | Total tons 
tons received 
Warehouse | Conversion Total pre- 
price price mium 
— EE a ee | — tian on — 
? | 
RN a © 2. sod isthe araiescaal ib dierent 3, 365 1,319 4, 684 1 40, 008 44, 692 
Ns in thats inde dishthstisnink ene tctaie diaikeds aaa 41, 498 33, 544 75, 042 108, 930 183, 972 
OS canisters sence nent badeere 24, 604 11, 538 36, 142 93, 385 129, 427 
ne i ee 25, 632 29, 931 55, 563 121, 458 177, 021 
DAS Sh.bcgdakiacaleduhdamduiwees 31, 846 40, 007 71, 853 125, 623 197, 476 
BS bos buiccdst hbeicindistoctswteatee booths 8, 237 27, 973 36, 210 162, 111 188, 321 
i iiiadindwaminddntiebtntauinn tn 2, 613 30, 033 32, 646 141, 522 174, 168 
NC eta sae ets kets nabiominnauvee 2, 870 7, 982 10, 852 123, 440 134, 292 
Total receipts__.......-- ; 140, 665 182, 327 322, 992 906, 477 1, 229, 469 
| | | 
COST OF WAREHOUSE AND CONVERSION PREMIUM STEEL 
| Average premium cost per 
| | ton 
} Premium | Total tons Premium Bi ee et Ee 
tons received! received | cost | 
| | Per premium | Per total tons 
| tons received received 
| 
alte ea aa SEE a ee | 2. athens "a a ye eS 
a ee 4, 684 44, 692 $176, 466 | $37. 67 | $3. 95 
1953... a dla ; 75, 042 183, 972 8, 859, 046 | 118.05 | 48.15 
es od eee abe 36, 142 129, 527 | 4, 319, 872 119. 52 33. 35 
1951... - 55, 563 | 177, 021 9, 774, 540 | 175. 92 55. 22 
a als 71, 853 | 197, 476 | 5, 481, 238 | 76, 28 27. 76 
1949... iid aipalbiiohdbiciiindetninialnicts 36, 210 | 188, 321 4, 264, 425 117. 77 22. 64 
el ee ete Rane 32, 646 | 174, 168 | 3, 679, 552 112.71 21. 13 
DP nidtiusné icdekecksumnadnceunwe 10, 852 134, 292 1, 306. 700 120. 41 9. 7. 
We nidenisacdebbonanohsanen 322, 992 1, 229,469 | 37,861,839 117. 22 30. 80 
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Steel cost comparison, 1954-58—Prices are per pound except as noted 











1955 model, | 1958 model, Cost Percent of 
Sept. 15, July 11, increase increase 
1954 1957 


i a | a | es 


SII cna cl Deiat DE al onc teennt int snineiditsihiametaan i 56. 50 65. 00 8. 50 15.0 
cE ale I nna dient esses be iv ieskistanesiree eae 22. 00 30. 50 10. 50 47.7 
Stainless sheet. .......---- OE ee . 4150 . 5125 . 0975 23.5 
eee. oon cccca noe esegahbwednss whcinicekueioh . 0495 - 0605 -0110 22.2 
I Ri cae nil bad hi eeiannnenesaeek - 0405 0717 - 0312 77.0 
i ns enanieean iinet . 0540 . 0730 -0190 85.2 
a ren we ace covaniaktied - 05075 - 06475 - 01400 27.6 
cbt dec aestt cued sct csi hn Maweautenwccee 0575 0765 0190 33.0 





| 
| 


1 Gross tons. 
2 Net tons. 


Material content in cost of a representative model, American Motors Corp. 














Percent of 
Kenosha Milwaukee | Combined | net material 
cost 

Steel: 
ee eee eee $33. 31 $45. 38 $78. 69 8.27 
Doors, uniside, etc. .........---- aaa ce eee eed 81.30 81.30 8. 54 
Tar anak sien biialingildehesiainsts a: Miaienctiaaideadidenarinatity dea, 43. 97 43. 97 4.62 
I Saale dcinaiitin Seine aa SIE ascetetath nie min tnte hess 13. 69 1.44 
SIN Wee hite Sov tanacnecd occ kaes ede fot ons cca ducccs 16. 54 16. 54 1.74 
RII Re 1 ct cigl ee eedmanenean 47.53 | 47. 53 4.99 
ee en IS Si cess a i ne ore renee ane” 23.7 23.79 2. 50 
Miscellaneous trim, purchased. .............-.-|-------------- 36. 45 36. 45 3. 83 
nN emnel I oe a cis oan 35. 37 3.72 
NO ae NE ad lh ie tm 31. 64 8. 32 
en ate a 15.15 1. 59 
a oh ae ee ae edo... | 48. 05 6. 05 
ts ee ees oe ee 25. 56 2. 69 
og ee eae eee 303. 63 | 157. 07 460. 70 48. 40 
TCR IA Oks on citeonsesnc.e-=s0. 506. 40 452. 03 958. 43 100. 7 
Less salvage ailowane................-.L5..-.- 5. 00 1. 50 6. 50 70 
Net material cost...2.-.------ steer rae 501. 40 | 450. 53 951. 93 100. 00 


AUTOMOTIVE “FIRSTS” 
(Statement by American Motors Corp.) 


The smaller, or “independent,” automobile manufacturers have contributed 
many of the innovations which are now standard on all American automobiles. 
The major improvements they developed stemmed from competitive reasons— 
they were more inclined to try out new ideas and adopt them. In many cases the 
idea originated with a supplier company which found a ready market in the 
smaller automobile company. 

Some of the major “firsts” introduced in this country by independent com- 
panies are— 

1. All-steel body, Okland, 1912. All-steel closed sedan body, Dodge (while 
still an independent), 1923. 

2. Rear-view mirror, Marmon, 1912. 

3. Noiseless rear axles, developed by Gleason Gear Co. in 1913 and first 
used on the Packard. 

4. Sedan-type body, Hudson body, Hudson, 1913. 

5. Adjustable front seats, Kissel Kar, 1919. 

6. First low-cost closed car, Hudson 1920. 

7. Mechanical four-wheel brakes, Duesenberg, 1920. Four-wheel hydraulic 
brakes, Dusenberg, 1921. 

8. Rubber engine mounts, Nash, 1922. 

9. Automatic spark control, Studebaker, 1922. 

10. Natural-grip steering wheel, Hudson, 1928. 

11. Overdrive, Studebaker, in conjunction with Borg-Warner, 1935. 

12. Starter on the instrument panel, Hudson, 1931. 
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13. Hydraulic valve tappets, Pierce-Arrow, 1932. 

14. Turn signal indicators, Nash, in conjunction with A. O. Smith, 1933. 

15. Automatic power brake unit, Pierce-Arrow and Stewart-Warner, 1933. 

16. Spare tire in trunk compartment (rather than mounted outside,) 
Hudson, 1934. 

17. Trunk as integral part of car body, Hudson, 1934. 

18. Gear shift on dash, Reo, 1934. 

19. Thin-wall babbit bearings (increasing bearing life and making higher 
horsepower possible), Studebaker and Nash, developed by Cleveland Graphite 
Co., 1935. 

20. Power-operated windshield washer, Studebaker, 1938. 

21. Pressurized fresh-air heating system with cowl intake, Nash, 1938. 

22. Airfoam cushions, safety hood latch, Hudson, 1939. 

23. Automobile air-conditioning, Packard, 1939. First to mount system 
under hood, Nash, 1954. 

24. Complete single-unit construction, Nash, 1940, in cooperation with 
Budd Manufacturing Co. 

25. Crash panel to protect front-seat passengers, Kaiser-Fraser, 1951. 

26. Torsion-bar front suspension, Packard, 1955. 


THE Future Is HERE 


Transcript of an extemporaneous talk by George Romney, president of American 
Motors Corp., at the third annual employee product review at Milwaukee 
Arena, September 14, 1957 


It certainly is a lot better to be here in Milwaukee with the Braves 5 games 
ahead instead of just 1 game ahead, as they were when I was here a year ago 
today. And I think compared to where we were a year ago, American Motors is 
in approximately as improved a position. 

Last year I pointed out that the difference between success and failure is small 
and I'd like to read what I said to you on that point. I said: 

“The differences between success and failure or mediocrity are small. You 
ought to be particularly aware of that because here you are following day by 
day the playing of the Braves, and last night, it was only the difference of a foot 
and 2 throws from the outfield by Bobby Thompson that saved 2 crucial games. 
Just a small difference—if those two throws had been a foot or so either way, 
the outcome could have been different. The difference between a championship 
team in the National League is going to be the difference of a game or two. 
(That was on September 14 and there were still 13 games to play—lI think there 
are the same number this year.) Just a small difference, but it will make the 
difference between the boys on the championship team cutting the World Series 
melon, or not being cut in on it. The first champion racehorse to win a million 
dollars beat the next horse of that year by only a nose or a length in the 13 
races they were in. But the difference was the difference between a million dol- 
lars for the winning horse for the year and $75,000 for the second horse, a 
difference of 13 times.” 

In the last 13 games of the 1956 baseball season, the Braves lost 7 and won 
6, and they lost 4 of the seven by 1 run. That meant the difference between 
being national champions and not being national champions. I certainly hope 
their fortune is better this year and certainly it looks better, but it does empha- 
size that small differences makes a big difference. 

Perhaps the greatest underdog of modern history was India’s Mahatma Gandhi 
and probably he scored the greatest modern victory. His favorite advice to 
anyone was, “Turn the searchlight inward.” 

Two years ago when we met in this arena, American Motors was American 
industry’s No. 1 underdog. We've made enough progress since then so that 
we're no longer the No. 1 underdog, but still a big underdog in American indus- 
try. We're still a David among Goliaths. 

Each year I’ve tried to tell you where we are and what we face in the year 
ahead. I’ve tried to give you the information you need to do your part of the 
job effectively, because there’s one big difference between the automobile league 
and a baseball league. In the baseball league, the fact that the Braves didn’t 
make it last year didn’t mean they wouldn’t have another chance this year. And 
of course they could be at the bottom of the league year after year and still 
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be in the league. That isn’t true in the automobile league. Since the automobile 
league started, there have been about 1,800 companies in it. Now there are only 
five left—because when you lose too often in the automobile league, you have 
to drop out. 

WHERE WE ARE AND WHERE WE MUST BE 


These meetings have been held primarily for three purposes: first, because as 
Management we are convinced we should keep you as well informed as we 
reasonably can; second, because that is particularly true when your jobs are at 
stake in a battle for survival; and third, because you can’t act in your own self- 
interest without knowing where we are and what we have to do to be where we 
must be at the end of the coming year. 

Last year, I told you, “We cannot have (and I want to emphasize this because 
it is vital to everyone of us) another year like 1956 in 1957 and survive.” 

Today I expect to make probably the most important talk I’ve ever made toa 
group of American Motors people. I am going to be frank and factual with you, 
to the point where I know you know as clearly as I can state it what you can do 
that is in your own best interest in our joint battle for survival. 

As background, let’s review 1957 results. Where are we? Well, first let’s take 
a look at the positive results. As has already been mentioned, there is no com- 
parison between the quality of our product during 1957 and its quality during 
1956. You'll recall at last year’s annual meeting I read 2 letters—1 from an 
employee and 1 from the daughter of an employee and a resident of Kenosha—on 
our poor quality. There were many things that caused that—and we were all 
responsible for different aspects of it—but the big thing is that based on infor- 
mation coming back from the field, from our dealers, from our customers, I can 
say to you in all objectivity, that our quality is second to none in the automobile 
industry at the present time. [Applause.] 


EXPENSE REDUCTION EXCEEDS FORECAST 


A second positive achievement has been our reduction in costs and that has 
been a reduction in factory cost as well as a reduction in the general overhead 
cost items. A year ago I told the stockholders of this company that I thought we 
could take $7,800,000 out of what we call commercial expense. That’s the expense 
that has to do with selling and advertising, administration and engineering and 
those sorts of expenses outside of the manufacturing area. I’m happy to report 
here today that our savings in that area will exceed $9 million during 1957 as 
compared to 1956. [Applause.] 

A third major accomplishment has been a broad public acceptance of our idea 
of what a modern automobile ought to be like. People today are thinking and 
talking everywhere about the cars of the Big Three being too big—being gas- 
guzzling dinosaurs—and people everywhere are beginning to recognize that there 
is a value in taking weight, size and cost of operation out of an automobile. Our 
Rambler program is broadly accepted in the country today as being a successful 
car concept along, of course, with the concept of the small car. I think we could 
say today that as far as millions of people are concerned, they think of us and 
our cars as representing something distinct and unique in the American market 
that gives them economy and ease of handling with big-car room and comfort. 
That is the most essential thing we must have: public acceptance and recogni- 
tion that we have something different and better for the American car buyer. 


RAMBLER SALES UP 30 PERCENT 


Our Rambler and Metropolitan sales are up. In the case of Rambler, they’re 
up better than 30 percent as compared to 1957, and in the case of the Metropolitan, 
up about 80 percent this year to date. If we had not experienced a sharp fall-off 
in our Nash and Hudson sales, we would have achieved the target that I outlineda 
year ago; namely, selling 1 more car per employee and 1 more car per month per 
dealer and getting ourselves up near 150,000 cars for the year. 

The next big thing that’s happened to us is that we have increased the number 
of dealers selling our product for 11 consecutive months, and the quality of our 
new dealers is much superior to what it was previously. Since April of 1956, 
our sales department has franchised 758 new dealers, and of those we have only 
lost 42. Of our total dealer body, the Ford Motor Car Co. with its new Edsel 
car went after our dealers vigorously, and we lost only 38 dealers across the 
country to the Edsel division. A year ago, we would have lost many more, but 
our progress during 1957 has been sufficient to achieve that result, and to achieve 
an even greater result. Within the past 3 or 4 months the rapid recognition of 
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the basic strength of what we’re talking about automobilewise has been accepted 
to the point where we now have Big Three dealers coming to us every day—not 
their weakest, but some of their strongest dealers—asking us if they can have 
an American Motors franchise. Let me give you two examples—just to make 
is specific—I had in my office this week a Chevrolet dealer who sold 10,000 
Chevrolets last year, and he wants four American Motors franchise. [Applause]. 










BIG THREE DEALERS SEEK AMC FRANCHISE 


In Chicago 10 days ago, a story appeared in the paper about the fact that 
General Motors, Ford and Chrysler dealers are beginning to take on the American 
Motors franchise. The next morning, the Chicago zone manager had calls from 
five Big Three dealers asking for our franchise. We have signed up more than 
130 Big Three dealers for American Motors franchises in the last 5 months. 

Another achievement has been the consolidation of our manufacturing activi- 
ties so that today, manufacturing activities which were formerly taking place 
in California and Canada, and of course the old Hudson plants in Detroit, are 
all now consolidated in Wisconsin. The product program you’re going to see 
represents a degree of consolidation and simplification that American Motors 
has never had. To my mind one of the most important accomplishments of 
the year has been that we have maintained a stability in our production and 
employment that ranks with the best that the automotive industry has seen. 
In 1956, we were up and down and that affected you people and your pocket- 
books. In 1957, we set the Rambler production schedule, and week after week, 
we were turning out a little better than 2,000 cars, and you people were steadily 
at work. Stability of employment that gives you steady work week after week 
through the years is more important to you economically than any other single 
factor at the present time. [Applause.] 

We have had improved financial results. I told you a year ago that if we 
lost as much this year as we lost in 1956, we could not survive. We've cut our 
operating losses so far to about a third of what they were in 1956. 

Now so much for some of the positive results. As far as I’m concerned, the 
most negative thing that happened during 1956 was that we failed to handle 
our relationship well enough to avoid a strike. 

A year ago at the employee meeting in Kenosha I said, in discussing changes 
needed to improve our position in 1957 : 

“Now a third thing we have done was to request changes in our working 
agreement to eliminate provisions that hamper the production of quality prod- 
ucts at competitive costs. As I have already indicated, these working agree- 
ment provisions were not the only cause of poor quality and high costs. Other 
departments—other activities—played an important part. Frankly, I am dis- 
appointed that I can’t tell our dealers of the approval of these needed changes 
in our working agreement at our dealer announcement meetings that will be held 
in Chicago the 24th and 25th of this month. They would be greatly heartened 
if they could be told that such changes had been approved.” 

The fact that we weren’t able to work those things out without a strike was 
a negative and unfortunate development. 

The second unfortunate development is that, despite the improvement in our 
financial results, or losses for 1957 will still be substantial losses. The third 
fact is that the money and credit margin we must have to operate this business 
is relatively close. While I’m not going to get into it in detail, I assure you 
that one of the problems we have is that the margin of the money we need to 
operate our business is close. You can’t lose three and four years as we have 
lost without that result. Nevertheles, if we keep up our joint effort, our margin 
is manageable and should improve steadily as we move beyond the low point 
at the end of this fiscal year. 

Now what’s the 1958 outlook? Above and beyond everything else in the 1958 
outlook is this fact: American Motors in terms of where it is and where it can 
be has a better sales opportunity and has a greater opportunity for progress and 
improvement in its percent of industry sales than any other company in the 
automobile business. [Applause.] 






AMC PRODUCTS IN GROWING SEGMENT OF UNITED STATES MARKET 


Why is that the case? That’s the case because our product concept of cars 
that are compact, economical, comfortable and roomy puts us in the growing part 
of the American car market, while the Big Three cars (particularly their medium- 
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price models) are in the shrinking part of the American car market. Medium- 
priced car sales in the United States have dropped 16 percent of industry’s total 
in the last 10 years. On the other hand, our Rambler sales during 1957 moved 
up by June to a point where we were selling twice the percent of industry that 
we sold in 1956. We could have maintained that pace had we been able to antici- 
pate that rise in our sales early enough. We had a sales rise in May and June 
that exceeded our expectations with the result that we have been short of Rambler 
models ever since. We had to fix our build-out scheduels in April, and we were 
unable to add to the schedule after that. 

Now a third reason we have the greatest sales opportunity in the automobile 
industry in terms of improving our present position is that we have the products 
that dealers and customers want. Let me read to you from a recent R. L. Polk 
survey in which they asked an equal number of owners of new Rambler, Ford, 
Chevrolet and Plymouth six-cylinder cars to indicate their rating of those cars, 
On the basis of that survey, the Rambler six ranked No. 1 in owner loyalty; in 
trunk and luggage room, it ranked No. 3; in exterior dimensions, it ranked first; 
in average miles per gallon, it was first; in operational economy, it was No. 1; 
in mechanical performance, it was No. 1; in engine performance, rated No. 5, 
We have never been in the horsepower race. We agree with the belated decision 
of the Big Three that the horsepower race has been an unfortunate thing. Ease 
of handling, first, heating and ventilating, second on the six and first on the V-8, 
That is the best customer acceptance position of those four cars—Chevrolet, Ford, 
Plymouth and Rambler. [Applause.] 


WHAT DEALERS WANT IN 1958 CARS 


Now what about dealers? This summer Automotive News made a survey of 
dealers to find out what major changes they wanted in cars for 1958. The dealers 
said they thought the factory should do something about (1) high prices; (2) 
sloppy construction; (3) design; and (4) gasoline thirst. Now our program, as 
you see it unfold here today, is as you know ahead on economy; it certainly is the 
equal of anything in the industry on design; and in terms of quality, again, it 
is the best. The one area I would like to discuss a little later is the price area 
(some of our 1958 models will have lower prices), but on those four items, Ameri- 
can Motors is the only company I know of that can say its 1958 program is what 
the dealers say they want. [Applause.] 

Now let me discuss cost and prices just a little bit. Yesterday we had to fix 
our tentative 1958 prices. I think you ought to know the cost figures we had to 
use. The things we purchased, and that represents about two-thirds of the cost 
of a car, are up in cost about 5'4 percent. Our direct labor costs are up about 
7'4 percent. Despite those cost increases, I can say this to you: barring unex- 
pected developments pricewise on the part of the Big Three (and no one can 
know with certainty at this point exactly what they will do), the product we’re 
going to show you will be priced on a basis where I can say honestly to you that 
our cars represent the best value you can buy in 1958. 


TREND TOWARD SINGLE-UNIT CONSTRUCTION 


We're not only ahead in terms of economy, maneuverability and the size of our 
cars—avoiding just bulk, weight and things of no value—but we're ahead with 
our single-unit construction. Lincoln, the prestige car of the Ford line will be 
single unit in 1958. That's the only car in the Ford line that will be single unit 
except the Ford Thunderbird. 

I want to say to you that just as the Big Three now recognize that this small 
compact car concept that we've been pushing is right, so too within the space of 
the next 2, 3 or 4 years, all of them will come to single-unit construction be- 
cause it is a more advanced and superior method of building an automobile. 
[ Applause. ] 

Just how unique is our competitive car position? If you'll take all the cars 
being sold on the American market, including the foreign cars, you will find the 
small cars have a wheelbase of from about 85 inches (the wheelbase of our 
Metropolitan) to 102 inches. That picks up the Opel and Vauxhall that Gen- 
eral Motors has decided to import. (You see, although we’re not very far up 
in the automobile league, we've made enough progress with our idea of what 
cars ought to be like that GM—the top of the league—has had to put new cars 
in their batting order—the Vanxhall and the Opel.) The Big Three have moved 
up in wheelbase and size to the point where in 1958, their cars will be from 116 
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inches to 131 inches in wheelbase. That leaves a gap of from 102 inches to 
116 inches on the American automobile market. The American Motors Rambler 
is the only basic car that will be sold in America that fills that big gap—that’s 
how exclusive our position is. 


WHAT IT WILL TAKE TO GET IN BLACK 






Just as I said a year ago—that 1957 could not duplicate 1956 and permit us 
to survive—so too must I tell you, in all frankness, that we cannot let 1958 du- 
plicate 1957 and survive. In fact, I can go further and say to you that American 
Motors must be in the black in 1958 if we are to maintain direction and control 
over the product programs we’ve been pushing with increasing success ou the 
American market. 

And so I urge you to do everything within your individual capacity to help 
put American Motors in the black in 1958. Personally, I am confident we will 
be in the black. I have no doubt about it. 

Now, what will it take? Let’s keep after our quality. In 1958, we’re going to 
have an increasing number of Big Three dealers who are going to have Big 
Three cars right along beside our cars in the same showroom. Let’s make our 
quality so good that when people go in to look at our cars, there’ll be no doubt 
as to who builds the best cars in America. [Applause.] 

Appliancewise, we have a big job to do. Appliancewise, probably this has 
been the worst year the appliance industry has ever had. Asa result of com- 
pletely chaotic market situations, appliance companies much larger than our- 
selves are in the red, and very few people in the appliance business have made 
money this year. Kelvinator has not made money this year. One of the 
necessities of 1958 is to put Kelvinator back in the black. 












IMPROVEMENT IN APPLIANCE INDUSTRY INDICATED 




























I am able to report to you that steps have been taken to help improve the in- 
dustry’s condition, and we are encouraged by the improvement that is taking 
place throughout the appliance industry. 

A word about the special products defense business. A year ago we had reason 
to believe on the basis of assurances from the highest levels in Washington—I do 
not mean secondary levels, I mean the highest levels in Washington—that be- 
cause of the skill, the experience, and the facilities we had, we could expect sub- 
stantial defense production orders. For various reasons, including cutbacks in 
defense programs and shifts to new forms of products, those promises have not 
materialized and we are in the process of eliminating losses that we have ex- 
perienced in that field. We’ve already made substantial progress, and losses in 
that field should not importantly affect our operations in 1958. 

I could stop right here because I have said in essence what I’ve wanted to say 
in respect to 1958. But there’s another and equally, if not more important, area 
that I must touch on if I’m to give you the information you need to judge what’s 
in your own self-interest. 

In not less than 3 to 4 years—and by the way, I’m going to ask the reporters 
present—there are 2 or 3 present—to let me discuss this on an off-the-record 
basis, because I am talking extemporaneously from notes and if they were going 
to be published generally, I'd want to be sure that every word was just right— 
there is no doubt that within 3 to 4 years the Big Three will be producing in 
this country cars of the type of either the Rambler, the Metropolitan, or the 
100-inch Rambler. They may not agree with the opportunity I see in that area, 
because I think that within 10 to 15 years more than half the new cars built in 
America will be smaller than the present Ford, Chevrolet, and Plymouth. Now 
they may not agree with the magnitude of the market for small and compact 
cars, but they can see this trend coming to the point where Ford is pushing 
English Fords in this country, where GM already has made plans to bring ia 
their British and German small cars to try and meet this situation—even so 
their Buick and Oldsmobile dealers are turning to us in ever-increasing numbers 
for our franchise. The magnitude of the GM decision is indicated by the fact 
that just last December at the automobile show in New York, Harlow Curtice 
belittled the future of small cars in this country. Chrysler is very busy studying 
seriously this market change. They took the vice president in charge of engi- 
neering and put him on the job of coming up with a small-car program for 
Chrysler. 
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Within 3 to 4 years, they’re all going to be in there. And we must be prepared. 
As a matter of fact, in 1959 they’re going to modify their programs and try and 
make their cars, that will be a little bit bigger in 1958, smaller in 1959. That’s 
because they’re presently going down the wrong road. 

Now we've got to be prepared, within the next 2 or 3 years, to meet the Big! 
Three head on and slug it out. By then they’re going to have products like our 
products. 

There are many factors that will determine our ability to slug it out. We 
have an advantage today. The market is moving down our road. That’s the 
direction of it. That's where the growth is. There are many factors that are 
going to affect that. We can’t afford to overlook any one of them because we 
only have to lose a few games by one run to be out of the league. 


LET’S FACE THE FACTS NOW 


We're doing all we can about all of these factors, but there’s one that concerns 
me. And I want to be frank with you. I don’t want the responsibility 3 or 4 
years from now of looking back and saying, “I didn’t tell those people in Mil- 
waukee and Kenosha just what the bare, hard, economic facts were.” 

There isn’t any question that we’re going to move up our volume in 1958. 
When you look at this car program, you'll see that we’ll move up at least as 
much as we did in 1957 in the Rambler area. We haven’t moved up overall 
in 1957. We're selling about the same number of cars in 1957 that we sold in 
1956. Our improved operating results are as a result of doing it more efficiently. 
We have a 2 or 3 year headstart in meeting the growing demand for our 
type cars, and in that time we must get our volume up fast enough so that we're 
selling the volume that will give us costs and prices that will permit us to slug 
it out toe to toe with the Big Three. I want to emphasize again that our 1958 
cars are going to be the best values on the market, and that we’re going to 
make an increase in volume. 

But that isn’t what I'm talking about. What I’m talking about is: are we 
going to make the degree of increase in volume in the next 2 years that is in our 
long-range self-interest? In my book we would benefit greatly from a sub- 
stantial increase in volume in 1958. And the factors are running our way. 
Six months ago I couldn't tell you that we could get dealers we need to sell a 
substantially greater volume. Today I can say to you that we certainly have 
every reason to believe we can get the dealers. Dealers who have plenty of 
money are now coming to us and asking for our franchise. 


SALES TARGET: 150,000 TO 180,000 CARS 


Our sales target for 1958 is 150,000 cars. That’s reaching on the part of our 
sales organization on the basis of our present programing. I know, based on 
the factors we have to reckon with, that it’s in our self-interest to sell at least 
180,000 cars in 1958, rather than 150,000. A volume of 180,000 cars would mean 
we'd have to increase our sales by 50 percent, and that is a big jump for any 
automobile company in 1 year. I can’t be satisfied with any program that fails 
to justify that higher target. 

How could we be certain to do it? Well, I want to tell you. Our circumstances 
are not the same as those that have confronted anyone else in the past in the 
automobile business: they’re different. But there also are some elements of 
similarity. While I believe our pricing is favorable in relationship to compe- 
tition. in order to move up to the extent that I think we ought to move up—to 
the 180,000 to 200,000 level—I think we’d have to be in the position to indicate 
to people who buy our cars that if we achieve a volume of 180,000 to 200,000, 
we would be willing to turn back to them a certain specific amount. I'd like 
to see that amount $100. I’d like to be able to go to the American car-buying 
public this fall and say: “Look. if you buy 180.000 Ramblers in 1958, at the end 
of the vear we'll give you $100 back on your purchase price.” A $190 rebate. 

Now how could that be done? Well it can’t be done by squeezing the general 
administrative costs any more. They’ve been cut to the bone. I can tell you 
this—the top executives of this company without any fanfare and without any 
public announcement have cut their salaries very substantially. I can say to 
you that the management people of this organization who are engaged in the 
most difficult and challenging job in American industry are receiving compensa- 
tion that is helow—way below—what companies of comparable size and respon- 
sibility would pay. I don’t say that to complain. I want to say this to you— 
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if my taking nothing would help accomplish our objective, I’d take nothing. 
I couldn’t live every long without a salary, because I’m a fellow who has had 
to live all his life on a salary or on hourly wages. I have never had a sig- 
nificant capital gain, or anything of that type. But if taking nothing would 
put this program over, I'd take nothing, if that’s what it takes. 

There’s only one way I know of that we could do what I’m talking about 
and that would be to reach an understanding that would permit us to reduce 
our costs in three areas. One is labor costs (that’s direct and indirect, not just 
direct labor), the second is material costs and third, the cost-reduction benefits 
we would pick up from increased volume. 

I just want to point out for whatever value it may have in consideration 
of our self-interest that as the result of some of the peculiarities of our situa- 
tion—as a result of things dependent on volume and also the result of some 
of the things in our agreements—our labor costs are above those of the Big 
Three companies. I mean on a purely dollar-and-cents basis. That’s less im- 
portant in labor costs than the amount of work done per hour. That’s an 
area we can all work on at any time. But the wage-cost level in this situa- 
tion is also important. You will recall that I told you that our labor costs 
are up 744 percent compared with purchase costs being up 5% percent. In other 
words, the people who sell things to us are not going up in their costs and 
prices as much as we are up in our costs. 


COST REDUCTIONS PLUS VOLUME INCREASE EQUAL PRICE REBATE 


I think that if we can take an objective look, individually and collectively, 
at what’s in our self-interest and reach some in this area, temporarily, then we 
would get ourselves in a position where we could go to the people we buy things 
from and say, “Look, as an American Motors organization, we're going to do 
this, and if you'll do this, the two combined plus the improvements achieved 
through increased volume, would help us go to the American people and say, 
‘we'll give you a hundred dollars back on every American Motors-built car that 
you buy if we sell 180,000 such cars in 1958.’ ” 

Now I'd like to be in a position to do that. I’m sure this is in our collective 
interest, and I say that on the basis of considering other things, I know there 
are other factors. It’s only one factor, but down the road it could be the dif- 
ference between solid success and competitive difficulty. 

We are not going to take any further steps in this direction unless you are 
willing to explore the idea. I’m simply mentioning it here. We're going to leave 
it up to you and primarily to your union representatives. If in the economic area, 
you think and they think there’s anything we might do to promote this, as far as 
we are concerned it should be handled only through your unions, and I want to 
emphasize that. We believe in unions, soundly managed. The principal area 
of interest in these matters I’m talking about is between you and your union and 
our company. The primary interest of both the company and the union is in what 
we do as American Motors. American Motors’ unions depend for their strength 
primarily on the strength and continuation of American Motors. The Hudson 
unions were once very strong, but the Hudson unions in substance no longer exist 
because Hudson no longer exists. The interest of all of us is linked economically 
more with the success of American Motors than with any other single fact. 

This company’s financial position should be strengthened before we have to 
meet direct product competition from the Big Three. That's one of the primary 
reasons why I’m making these comments. I think the added price incentive I've 
mentioned would help us to achieve an increase over and beyond the normal type 
that you can be certain to achieve with the product program we're going to see, 
and it could be the difference. The initiative is up to you and your unions. We're 
willing to do anything within our capacity, authority, and control to take ad- 
vantage of this great sales opportunity that we have to establish an impregnable 
position in the automotive business and insure your job future and employment 
stability. 


There’s a wide area of possible approach, and certainly it could be made con- 
tingent on sales results. 

With that, I’m back on the record again, and I just make those comments for 
whatever they may be worth. If nothing comes from them, that’s it. We're not 
going to take the initiative and press the matter because we don’t think it would 
be proper for us to do so. 

There’s one other thing I want to say to you, and that’s this—if this should 
lead to discussion on your part, to arguments, to controversy and to conflict, it 
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would defeat the purpose. We can’t afford to begin quarreling among ourselves. 
In that connection, I’d like to remind you that Churchill once said: “When the 
present sits in judgment of the past, the future is lost.” I fully realize that we 
could spend hours talking about what management failed to do, what others 
failed to do in the past, and it would get us nowhere. 


MEAT OF COCONUT: JOB STABILITY 


I have made these comments for whatever bearing they may have on the 
future. I want to remind you of a story I told you a year ago about monkeys. 
It was in Africa. Frank Buck, the animal collector, found out an easy way to 
catch monkeys. He discovered if you cut a hole in a coconut and hang it ona 
tree, the monkeys like coconuts so much they come along and put their hands 
through the hole and grab some of the coconut meat, and when someone comes 
along to capture them, they are so intent on holding on to all the coconut meat 
they have in their hands that they won’t let go of any to pull their hands back 
out through the hole, so the hunters just go along and pick ’em up. 

The coconut that means more to you economically than anything else is continu- 
ing steady employment during the year, and steady sales are necessary for that. 
The other thing that’s essential is to put ourselves in a position where we can 
slug it out with the Big Three, toe to toe, before they move into our present 
exclusive product position. 

In conclusion, let’s turn the searchlight inward. Let’s take a look and see 
whether we are doing what we can to take advantage of the great opportunity 
we have. Let’s remember that the difference between success and failure is 
small. We can’t lose money in 1958 and survive effectively in the automobile 
lengue. And let’s not be monkeys. 

The time is now. Let’s seize our opportunity while it’s staring us in the 
face. 

Thank you very much. 


{From the Washington Post, February 18, 1958] 
GENERAL Motors SALes CLIMB IN 1957, Prorits Drip 0.5 PERCENT To $843 MILLION 


New York, February 17 (AP).—General Motors Corp., largest of the Nation’s 
automotive giants and the world’s biggest industrial enterprise, today reported 
higher sales but lower earnings for 1957. 

The company attributed the profit dip to higher costs. 

Earnings for 1957 amounted to $843,952,000 or $2.99 a share. This compared 
with $847,396,000 or $3.02 a share in 1956—a decline of one-half of 1 percent. 

In 1955—General Motors’ and the auto industry’s banner year—the big com- 
pany earned $1.189,477,000 or $4.26 a share. 

Sales of General Motors products last year totaled $10,989,813,000—second 
only to the record $12,443,277,000 scored in 1955. The 1957 total compared with 
1956 sales of $10,796.443,000. 

Commenting on the 1957 report, Harlow H. Curtice, president of General 
Motors, and Albert Bradley, chairman, predicted a further decline in auto sales 
in 1958. 

“Consumer and business spending reached record levels in 1957 but have eased 
off somewhat in recent months,” they said. “This trend may well continue 
during the remainder of the first half of 1958. During the second half there is 
hope that the principal factors that have caused the downturn will be reversed. 
On balance, 1958 can be a good year for business. 

“The current outlook for the automobile industry is for another year of in- 
tense competition with the indicated volume being less than in 1957. How much 
less, it is difficult to appraise at the present time.” 

Sales of cars and trucks built in General Motors plants in this country totaled 
3.237.000 units in 1957—down 8 percent from 1956. General Motors’ share of the 
United States auto and truck market shrank from an estimated 50 percent 
in 1956 to around 46 percent in 1957 while sales of Chrysler Corp. and Ford in- 
creased. 

General Motors stressed, however, that General Motors’ share of the domestic 
auto market increased in the fourth quarter of 1957 after the restyled 1958. 
Cadillac, Buick, Oldsmobile, Pontiac and Chevrolet models came out. 
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Industry statistics indicate that this trend gained momentum in the first 2 
months of 1958. 


General Motors’ 1957 profit amounted to 7.7 percent of sales against 7.8 percent 
in 1956. 

“During 1957 the upward trend in payroll costs and charges for materials 
continued,” Curtice and Bradley said. “Price increases on 1958 General Mo- 
tors passenger cars have not been sufficient to cover the higher costs.” 

General Motors’ total tax bill for 1957 was $1,082,120,000, or $3.90 per share 
of common stock. This compared with taxes of $1,150,019,000 equal to $4.16 a 
share in 1956. 

Payrolls in General Motors plants in the United States and abroad climbed 
to $2,954,776,000 last year from $2,895,768,000 the year before. 

Hourly rated employes in General Motors’ United States plants averaged 
$101.83 weekly pay during 1957 against $96.63 the previous year. The number 
on the payroll declined, however, from 371,000 in 1956 to 350,000. 


The number of employees in General Motors plants all over the world declined 
from 599,000 to 588,000. 


{From the Wall Street Journal, February 13, 1958] 


Forp Net Fert 42 PERCENT IN FINAL QUARTER OF 1957, But Rose 19.5 PERCENT 
FOR FuLtt YEAR—DOoLLAR SALES Set Record IN 12 MONTHS, DECLINED 4.5 
PERCENT IN FourtTH PERIOD 


(By a Wall Street Journal staff reporter) 


Dearporn, Mich.—Earnings of Ford Motor Co. in the fourth quarter of 1957 
fell to $53.3 million, equal to 98 cents a share, down 42 percent from the $91.4 
million, or $1.69 a share, earned in the final period of 1956. 

Profits for the year, however, rose to $282.8 million, equal to $5.20 a share. 
This was a gain of 19.5 percent from the $236.6 million, or $4.38 a share, reported 
for all 1956. It was also the second best profit year for which Ford has disclosed 
earnings. In 1955 the company earned nearly $437 million, or $8.19 a share. 

Dollar sales for the year 1957 rose to a record, according to Henry Ford II, 
president. They totaled $5,771,300,000, a gain of 24.2 percent froin the year 
before when they amounted to $4,467 million. They even topped by 5 percent 
sales of $5,594 million for 1955, although unit sales were down by 15 percent. 


FOURTH QUARTER SALES FELL 


In the fourth quarter, however, dollar sales were off by nearly 4.5 percent to 
$1,352,100,000 from $1,413,700,000 in the 1956 period. Although unit sales from 
the factories for the period were not reported by Ford, production of passenger 
cars and trucks for the final 3 months of 1957 was down 18 percent from a year 
earlier. 

Production has continued to drop since the start of the new year. To date in 
1958, Ford output is about 28 percent below the corresponding period of 1957, 
and retail sales for January were unofficially estimated to have trailed the year- 
before pace by almost 30 percent. 

Mr. Ford, in a statement issued with the interim report for the quarter ended 
September 30, 1957, issued a warning that fourth-period earnings might suffer 
by comparison with a year before. 

At that time he noted “practically all” the improvement in third-quarter earn- 
ings, which were up to $1.07 a share from 25 cents in the like period cf 1956, 
came from a later introduction date for 1958 models. 

In 1956, he explained most of the cost associated with bringing out the new 
1957 cars fell in the third quarter, drastically cutting profits for that period. 
In 1957, on the other hand, most of these expenses were deferred to the fourth 
quarter. As a result, he indicated 1957’s third period earnings looked better 
than they realistically should and those of the fourth quarter might appear 
unrealistically low. 

Nonetheless, Ford’s results for the final period also reflect the dimmer outlook 
for the auto industry as a whole in the current year. Ford, in particular. may 
be expected to show a decline as 1957 was one of its best years. 
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SHARE OF MARKET IN 1957 


In 1957, the company’s statement noted, Ford accounted for almost 31 percent 
of total industry factory sales of cars and trucks. This was Ford’s highest mar- 
ket penetration in the postwar period. In January, that penetration declined to 
less than 29 percent of a much smaller total output. 

Ford also reported that: 

Its total assets on December 31, 1957, were $3,114,500,000, a gain of $321.9 
million from a year earlier. 

Its net worth at 1957’s close was $2,149,500,000—up $162 million from Decem- 
ber 31, 1956. 

Expenditures for expansion, modernization and replacement of facilities (ex- 
cluding special tools) last year totaled $376.4 million. 


Ford Motor Co. and consolidated subsidiaries report for the year ended Dec. $1 











1957 1956 1955 
I i emcee | $5. 20 $4. 38 $8. 19 
I i td I ee es apbicamatunbeh 5, 771, 300, 000 | 4, 647, 000. 000 | 5, 594, 000, 000 
ARE EERI ERLE TINS EES DEERE ARID: 282, 800,000 | 236, 600, 0LO 437, 000, 000 
Average common shares, quarter ended Dec. 31____...._-- F 54, 419, 192 53, 956, 792 53. 384, 370 
i te . actintininen aniabhiemmawipoans $0. 98 $1. 69 $2. 34 
Sales... Lc thienesceukaceviopeianecaameanpamaeneciite ay TTT Tis eens CL eee T ocean ae 


Net income after taxes._.__--.------------._- TEES | | 53, 300,000 | 91,400,000 | — 124, 800, 000 


! Based on the average number of capital shares outstanding during the period. 





[From the Wall Street Journal, February 14, 1958] 


CHRYSLER FourtH Pertiop, Futt 1957 EARNINGS AND SALES TOPPED 1956—NeEtr IN 
FINAL QUARTER Rose TO $1.88 aA SHARE FROM $1.57 In 1956; YEAR’s VOLUME 
Ser HigH 

(By a Wall Street Journal staff reporter) 


Detroit.—Chrysler Corp.’s fourth quarter and full year 1957 sales and earn- 
ings topped a year earlier. 

But although the final quarter’s profits were above the third quarter of 1957, 
usually the least profitable in an auto company’s year, fourth period net was well 
below the average for the first two quarters of 1957. 

L. L. Colbert, president, said sales of cars and trucks in the fourth quarter, 
although above the 1956 level, “reflected the decline in business activity in many 
segments of the economy.” 

The company reported fourth quarter net rose to nearly $16.4 million, equal to 
$1.88 a share, from a bit under $13.7 million, or $1.57 a share, a year earlier. 
Sales edged up to nearly $819.2 million from $817.9 million in the final 3 mouths 
of 1956. 

Earnings for all 1957 were the third best in the company’s history, ranking 
behind 1949 and 1950, Mr. Colbert said, and the year’s dollar volume set a new 
high. 

Net profit for the year jumped to almost $120 million, or $13.75 a share, from 
a little under $20 million, or $2.29 a share in all of 1956. 

Volume climbed to $3,564,982,510 in 1957 from $2,676,334,431 the year before. 
Chrysler’s previous high was $3,466,222,350 in the auto industry’s record sales 
year of 1955. 

Chrysler earnings for the final quarter were equal to 2 percent of sales, com- 
pared with 1.67 percent in the like period last year. 

For the full year, net income represented 3.36 percent of sales, compared with 
0.75 percent in 1956. In 1955, net income was equal to 2.89 percent of sales 
and in 1954, the percentage was 0.89 percent. 

Chrysler’s annual report followed by 1 day Ford Motor Co.’s disclosure that 
its fourth quarter, 1957, earnings fell to 98 cents a share from $1.69 a share a 
year earlier, although the full year’s profits climbed to $5.20 a share from $4.38 
a share in 1956. 

The report of General Motors Corp., the other and largest member of the auto 
industry’s Big Three, is due early next week. 
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Chrysler Corp.’s production price this year is showing a sharp decline from 
1957, in the wake of lagging sales and labor disputes. For the portion of 1957 
through this Saturday, it is estimated Chrysler Corp. will have produced 82,189 
cars, down from 193,386 autos in the corresponding period a year ago. 

“In line with the lower level of sales in the automobile industry, retail sales of 
Chrysler Corp. cars in the United States in the final 2 months of 1957 were 82 
percent of the volume for the period in the preceding year,’ Mr. Colbert said. 

The Chrysler president attributed the improved earnings in 1957 to better ef- 
ficiency and basic organization and cost controls, as well as to increased sales. 

Spending for new plants and equipment in 1958 will continue at approximately 
the levels of 1957, when the total outlay was $95,894,292, Mr. Colbert said. 
These levels are down from 1956, when such expenditures amounted to 
$124,969,732. 

Major new projects for 1958 include a new assembly plant at St. Louis, new 
engine facilities at the Trenton, Mich., plant and completion of 5 new sales 
training centers across the country. 

Chrysler spent more than $900 million for plant improvements, expansion and 
special tooling in the 5 years through 1957, Mr. Colbert said. “Continued sub- 
stantial expenditures for new plant and facilities in future years will be required 
to keep our company competitive,” he added, and said the money will have to 
come largely from depreciation and earnings reinvested in the business. 

The company declared yesterday the usual quarterly dividend of 75 cents a 
«ommon share, payable March 14 to stock of record February 24. 

Defense sales will increase in 1958, principally as a result of contracts for 
Dodge trucks, M-48 A-2 tanks, and intermediate range ballistics missiles, Mr. 
Colbert said. In 1957, such sales declined to $125 million, or 3.5 percent of total 
business, compared with $165 million or 6.2 percent of sales in 1956. The com- 
pany early in 1958 received important new contracts for Redstone and Jupiter 
ballistic missiles, for which it is the prime contractor. 

Chrysler reduced its expenditure for special tools, dies, jigs and fixtures to 
$49,547,159 in 1957 from $156,351,352 in 1956, “when we were making the most 
sweeping model changeover we ever made in a single year,” Mr. Colbert said. 
Amortization of special tools, dies, jigs and fixtures totaled $126,902,786 in 1957, 
compared with $51,039,252 in 1956. 

The amount charged against income for depreciation and obsolescence in 1957 
was $87,825,298, up from $67,994,525 in 1956. “The high degree of obsolescence of 
facilities that results from the rapid technological improvements in the automo- 
bile industry contributes to these large charges,” Mr. Colbert commented. 

Chrysler in 1957 accounted for 19.5 percent of domestic retail sales of United 
States-built cars, the report stated. Factory car and truck sales by the company 
totaled 1,381,951, a gain of 28 percent over the 1,077,877 vehicles sold in 1956. 

During the year, the company received final installments of $62.5 million under 
the $250 million loan agreement with Prudential Insurance Company of America. 
Net current assets December 31, 1957, rose to $425,744,905, from $208,216,862 a 
year earlier. 

Employees in United States plants last year averaged 136,187, compared with 
128,399 the preceding year. Total United States payroll in 1957 amounted to 
$794,854,393, a gain of 16 percent from the previous year. 

Effective January 1, 1957, the company adopted the last-in first-out method of 
stating substantially all of its United States inventory, except defense materials. 
The effect of LIFO in 1957 was to reduce inventory valuation by $10 million and 
net profit by $5 million, the report said. 

Chrysler directors yesterday elected L . F. McCollum, president of Continental 
Oil Co., to the auto maker’s board. Mr. McCollum is also a director of J. P. 
Morgan & Co. and Chance-Vought, Inc. 

Chrysler Corp. and all wholly owned subsidiaries in a report for the year ended 
December 31, 1957, shows a net income of $119,952,406 after charges and Federal 
taxes on income, equal to $13.75 a share on the 8,725,764 shares of capital stock 
outstanding at close of the year, excluding treasury shares. 


This compares with a net income of $19,952,969, or $2.29 a share on 8,710,704 
shares, in 1956. 


For the quarter ended December 31, last, the net income was $16,376,920, or 
$1.88 a share on 8,725,764 shares, as compared with a net income of $13,680,617, 
or $1.57 a share on 8,710,704 shares, in the final quarter of 1956 and with a net 
income of $13,834,729, or $1.59 a share on 8,725,764 shares. in the quarter ended 
September 30, 1957. 
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Consolidated income account of Chrysler Corp. and all wholly owned 
subsidiaries for the year ended Dec. 31 








Earned per share 


Other income 
Total income 
Cost and expenses 
eee 


Provision for compensation plan 
Federal income tax 

Net income-..-- 

Dividends. -- 


1 Deficit. 


$2. 29 

2, 676, 334, 431. 00 
5, 963, 817.00 

2, 682, 208, 248. 00 
2, 565, 997, 889. 00 
67, 994, 525. 00 

5, 852, 865. 00 


22, 500, 000. 00 
19, 952, 969. 00 
26, 118, 762. 00 
1 6, 165, 793. 00 


$ 
gone 
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Consolidated income account of Chrysler Corp. for the quarter ended 


December 31 





Earned per share 


Net income 


ASSETS 


Propaid'e expenses 
Inventory and other asse ts_- 


LIABILITIES 


Capital steck, $25 per...................-.- 


Accounts payable-- 
Accrued expenses 


Income tax payments-.---.------ 5b 


Long-term note 
Retained earnings 
Additional paid- i capital _- 


Hon. JOSEPH C. O’MAHONEY, 


United States Senate, 


Washington, D. C. 


| 
a 


| 
| 


| 





$1.88 | 
819, 179, 645. 00 
16, 376 8, 920.00 | 


1957 


$546, 027, 577 | 
62, 712, 576 
469, 505, 866 | 


81, 181, 397 
300, 389, 316 
16, 077, 759 
10, 535, 405 


1, 496, 606, 379 


| 
j 
| 
} 
10, 175, 483 | 
| 
i 


$1. 57 


817, 897, 180. 00 


13, 680, 617. 00 | 


1956 


$613, 542, 382 
80, 540, 424 
124, 158, 784 
14, 999, 849 
124. 645, 951 
312, 243, 949 
12, 715, 950 
61, 913, 091 


1,506, ae 


$458, 035, 004 
140, 299, 441 
209, 646, 767 

19, 633, 766 
121, 298, 951 
388, 134, 458 

12, 177, 327 

13, 657, 279 





Bt 
218, 144, 100 | 
261, 763, 920 

87, 981, 815 
164, 551, 757 
250, 000, 000 
513, 113, 175 

1, 050, 612 


1, 496, 605, 379 


217, 767, 600 
338, 166, 346 
75, 074, 556 

47, 847, 143 

187, 500, 000 
428, 021, 564 
383, 171 


"4,294, 760, 380. 





217, 672, 250 
343, 586, 757 
94, 068, 724 
148, 154, 110 
125, 000, 000 
434, 187, 357 
213, 795 


1, 362, 882, 993 


DEPARTMENT OF JUSTICE, 
Washington, January 8, 1958. 


Deak SENATOR: I am enclosing a copy of the statement that I read to the spe- 
cial board meeting of the National Automobile Dealers Association on October 8, 


1957. 


It was a pleasure to have had a short visit with you this noon. 


Sincerely yours, 


Victor R. HANSEN, 
Assistant Attorney General. 





ee a a |. 


Besegas 


| @l 
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COMMENTS MADE AT THE SPECIAL BOARD MEETING OF NATIONAL AUTOMOBILE 
DEALERS’ ASSOCIATION, OCTOBER 8, 1957 


You have requested that the views of the Antitrust Division be expressed on 
two proposals which have been advanced for consideration at this meeting. 

As I understand your first proposal, it contemplates that individual automobile 
manufacturers will include in their franchise agreements an undertaking that 
the manufacturer will pay the dealer a bonus of 5 percent of the factory list 
price for all new cars or trucks sold by the dealer to residents of an area desig- 
nated by the manufacturer as the dealer’s area of service responsibility. The 
proposal also contemplates that the vehicles subject to such a bonus will be 
those in general use in the dealer’s area of responsibility. 

The second proposal would involve an agreement by individual automobile 
manufacturers to increase the dealer net price by a specified sum (a minimum of 
$100 is proposed), which sum would be returned to the dealer with respect to 
those new cars which he sold within his area of service responsibility. This pay- 
ment is described as “consideration for the dealer’s maintenance of adequate 
and proper facilities, parts, and personnel, as required by the selling agreement, 
and for guaranteeing performance of proper warranty and after delivery service 
on all new ears of his make sold or delivered within his trading area.” 

You will recall that on May 10, 1956, you addressed a letter to the Attorney 
General requesting assurances that the Department of Justice would not proceed 
criminally under the antitrust laws with respect to agreements between a single 
automobile manufacturer and his dealers which contains provisions: 

(a) Assigning or identifying “a territory or some area of influence within 
which the dealer is expected to sell the products of the manufacturer and provide 
necessary capital and service facilities” ; and 

(b) Allocating “the overall discount given by a manufacturer to a dealer in an 
equitable and reasonable manner that would provide compensation to the dealer 
who carries out the servicing function but who did not make the initial sale of 
the new car.” 

My predecessor, Judge Stanley N. Barnes, advised you that while it was his 
belief at that time that your proposal might well involve the dealers and the 
manufacturers in violations of the Federal antitrust laws, he was aware of no 
case decided by the Supreme Court of the United States which has squarely de- 
termined the legality or illegality under those laws of provisions such as you 
propose for inclusion in automobile dealer franchise agreements. He, accord- 
ingly, advised you that so long as the status of the law remained unchanged, 
without any judicial determination squarely in point, any action that this De- 
partment will take against dealers and manufacturers for violations of the 
Federal antitrust laws resulting from adopting your proposal, will be on the 
civil rather than the criminal side of the docket. He also advised you that any 
such action will be expedited. He continued that, inasmuch as many auto in- 
dustry members have urged that adoption of some form of territorial security 
does not transgress the antitrust laws, the path he suggested might provide a 
ready means for resolving in court our differences. 

Over a year has passed since this exchange of correspondence without any 
indication known to me that any automobile manufacturer wishes to resolve our 
differences in the manner suggested by Judge Barnes. 

The proposals which you describe in your letter of October 1, 1957, raise sub- 
stantially the same questions as those involved in the earlier correspondence 
between you and Judge Barnes. For this reason, I must advise you that these 
proposals may violate the antitrust laws. 

The Department has previously taken the position that a “reasonable system” 
for compensation which involved payments by a selling dealer to a servicing 
dealer in whose territory a new-car purchaser resides might be permissible under 
the antitrust laws. If such a plan were voluntarily entered into between the 
dealer and a manufacturer, this Department would interpose no objection, so long 
as the payment made by the selling dealer did not exceed that portion of the 
servicing dealer’s required warranty costs not already paid for by the manufac- 
turer or the car owner. To the extent that such payments exceed nonreim- 
bursed costs for required warranty service, however, they penalize out-of-terri- 
tory sales and tend to create a division of territories among dealers, which is a 
probable violation of the antitrust laws. As I understand each of the proposals 
which you describe in your letter of October 1, 1957, it is contemplated that the 
“bonus” or “sum certain” to be paid to dealers selling within the area of their 
service responsibility would exceed by a substantial amount that compensation 
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which would constitute reimbursement for the dealer’s required warranty costs 
not already paid for by the manufacturer or the car owner. 

The reference in the first proposal to vehicles “in general use” in the desiz- 
nated area implies surveillance by the dealer and the factory of the use of 
vehicles which neither owns. The intrusion on the personal liberty of the pur- 
chasers of vehicles subject to such surveillance appears to go beyond what you 
wish to accomplish, and I believe you will agree, upon further reflection, that 
it is contrary to the standards of our competitive, free-enterprise system. 

The first proposal has the added objectionable feature of relating the bonus 
to the factory list price and thereby raising the question whether it might also 
have some of the effects of prohibited resale price maintenance. 

A requirement that lists be maintained of names and addresses of persons or 
firms to whom vehicles owned by the dealer are sold is set forth specifically 
in the first proposal and appears to be implicit in the second. Such a require- 
ment is contrary to the philosophy of the antitrust laws which condemns any 
restraint on the persons to whom or the territory within which the owner of 
products may sell them. Furthermore, it would invite even greater supervision 
and inspection of dealer records and business practices than is presently in force 
in the retail automobile industry. I question whether any substantial number 
of dealers would welcome such a result, even to accomplish the objective which 
you contemplate. 

Finally, both of the contractual provisions proposed seem to be impracticable 
unless they apply to all dealers of a particular make. I am satisfied that there 
is a Substantial group of dealers who would not willingly enter into such an 
agreement. I could not conscientiously remove the protection of the antitrust 
laws from this group of dealers. 

In sum, it is my duty to inform you that it is my view that each of the pro- 
posals which you describe raises serious questions under the antitrust laws, 
including allocation of customers, division of territories, boycotting of non- 
franchised dealers, and resale price maintenance. For all of these reasons, I 
feel that it would not be in the public interest for automobile manufacturers to 
include such provisions in their franchise agreements. 


CONSUMERS SATISFACTION SURVEY 
MEMBERS OF THE GENERAL FEDERATION OF WOMEN’S CLUBS 























1. Population of respondent’s town: Percent 
et et ll we ee Sa Sil ees ‘é 68 
I a oo elds miren 7 
a hte ee a Ud Ss cecum dane 13 
a edhe a nated serie easiest end wis dd boo 9 
a ak Reclek cen sls wacb asta is dn bdr dina cc bce 3 

a a eS pals en oetlinibudhis dai do bjs iecastm cia dace 100 

2. Sex of respondent : 

NE ERAN ee ls enti bdtneneeh asuenn ites ect he iakian ein ated vesbises bd mie eieo ds 54 
Sas oc ibihdiinncnm bien 4 
Cooperative return by husband and wife_________________________ 42 

a ected RI ha a OU Nets eer eck Sa eas skh Sls hoes SBMA, erected Siete mai 100 

3. Number of autos owned: 
cit telabeelasibebit ah Ak Se 6 ee Do ol el ee, 2 
Nak er ak ei ee a) ek staal een 60 
tei hese aa cere A ER di iS cs a bv icwtdorsidnle ne tance 33 
IIS EL ts Slt ean lo sted el ee bets 5 

a te Eh) eee RS NA Sm ho D8 a dene ee es Nh wee 100 

4. Year in which last car was bought: 
cA Aaah ket atE LS eek bee a aa a ce awd 30 
Ee TOE, eek ak ee ee ee ee ee ah a elaseblbanbwsd 25 
emesis eh eR Ee a a ek encodes Lamcistais 18 
SeenON ht ak rs 5 is tad hak ok ie ics pe metre sd 27 

(erage ei le ee ae ae eA a mi atta 100 
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5. Was last car bought as a new or used car? Percent 
BOT secret a etd nc acs ty Ge neem ee ete alten Ue ices rade id elacin ae ames een cates cone eee 72 
SOG ita cickin pints merininle we mialiob wet amine ieai contd ws ccrctngihs rar creaniar ag ae aed 22 
en ee ace eae ere egemneh warts tasecytl Soe 6 
I ae a ta a og pea toes ante coesnas moeeiores dca aamanaee 100 
6. Where last car was bought: 
New cars: 
Peet Ser Cer ae oo eee Speck nck nee cure 99 
From used-car dealer or private individual_.._.___.._-_----_---~--~- 1 
Wate 5 i503 0253S UES ee oe eee ee a6 eee 100 
Used cars: 
ON oe BODIE occ a ee ee nee 75 
iain ana ie I re sc serssriein nlinviintave chaadaleainach bce nam Sotchaeagienicl 10 
rom: private: individual... .ie0.000~355 2502555 Sema s te 15 
ae eee 
7. Will next car be purchased from same dealer? 
a aa aoa siete slates il ps cious r a aleing aati ames 77 
Ok ae aE Ni a = coaadis sisiomnoucdion tacit 22 
No answer_- a il ae ° sate clans ian 1 
eR oe a ee ith 338. os siglo sees 100 
For those who answered “Yes” above, the following are the reasong given and 
the percent of respondents listing each reason. (NoTe.—Percents add up to 
more than 100 percent since each respondent usually gave more than 1 reason.) 
Percent 
he 
an re er en wa ea aoa aneianaem arin §2 
Best. trade-in. auowenee. ... 5 ek. Sianeli a eae 40 
EE ries nso nintendo andi 31 
Cae Cie Genser 6 COO nn onicce maken neo cencieoeneenneee 31 
Eee SO kn Oe Sere IR al re cL cae i 7 
ig” UI gna ras veer ee eae tert a Se ae 
em TN I fe cnc ciate an 4 


For those who answer “No” above, the following are the reasons given and 
the percent of respondents listing each reason. (NoTe.—Percent add up to 
more than 100 percent since each respondent usually gave more than 1 reason.) 


Percent 

mets Sik Tee ee NG ied ea eee eS 36 

a, RR as CE eh a CRS Seige att eae AS seit el oninch 27 

Dent have commence in this deat... Se gee 25 

| iI CR Or he se ee aan pee 15 
Trade-in allowance too low_______--_----- Epa ate ea ee et ee cea 9 

Dealer out of business___________ Se ase bindea eae 3s ee pies 8 


Oy at a i a se ee 3 


j 

) SOEs & tees Gee oe ne a eee eee neem 2 

; 8. Where car is generally taken for repairs and servicing: 

Dealer from whom purchased___.______-____- ai tae ada ay 53 

. Independent garage or service station.__._._._______ a cnctesisaneatelagaleiitice. > 

) Another dealer of the same make car___----_---------------------- 8 

PPDR RT OE: eens, OI ONE ne ist einen nneGunees 6 
AN ccc ae caches eudctiscetemtae ora dated cemisinds in saeaibimpiaggn ab abeafepiecsares antennae 100 


(a) Of those who take their car to the dealer from whom it was bought, 89 
percent stated that they were satisfied with the work most of the time. 


ee en 
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(b) The 11 percent who stated that they were not satisfied gave the following 
reasons. (Norte: Percents add to more than 100 percent since many respondents 
gave more than one reason.) 

Percent 
Unsatisfactory work 
Charges too much 
Seems to have no interest in me or my car 
No confidence in his mechanics 
Inconvenient location 
Car not ready when promised 
Mechanics not trained on new models 


(c) Respondents gave the following reasons why they take their cars for 

repairs and servicing where they do. (Nore: Percents add to more than 100 
percent since many respondents gave more than one reason.) 
Percent 
Have confidence in the place : 
Good work done there previously 
Convenient location 


9. Advertising done by new-car dealers is believe to be: 
Fairly accurate 
Consistently reliable 
Generally false and misleading 
No answer 


11. Most common comments on various phases of the auto industry (in descend- 
ing order of frequency) : 
(1) Too much horsepower. 
(2) Car prices too high. 
(8) Cars should be designed so they are easier to repair. 
(4) More safety features needed—should be standard equipment. 
(5) Cars too long. 
(6) Poor construction, materials, and workmanship of new cars. 
(7) United States cars use too much gas. 
(8) Cars too hard to get in and out of. 
(9) Cars should be more carefully inspected before leaving factory. 
(10) Mechanics don’t know how to repair new cars. 
(11) Cars too low. 
(12) American manufacturers should build small utility car to compete 
with foreign makes. 
(13) Advertising is overdone. 
(14) More accent on efficiency and quality rather than on style. 
(15) Poor assembly of new cars. 


NATIONAL STUDENT ASSOCIATION MEMBERS 


1. Have you purchased a car yourself? 


Of those who answered “No” above, 70 percent stated that they had partici- 
pated in the selection of a car purchased by their family. 

For the following tables, students are classified as follows: 

Group A. Those who have bought a car themselves. 

Group B. Those who have participated in the selection of a car by their family. 

Group C. Those who have neither bought a car themselves nor participated in 
the selection of one by family. 
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2. Year in which last car bought: 


[In percent] 
| | 

Group A Group B | Group C |All groups 

DE cistnadin pine buena wedendaumsseinoe ocaumal 39 28 27 32 
ah te a at ie ee 35 29 29 31 
Di aiteccatll canta aaaiinnieunudwes ts Gunlesaes miaamaaaiaal 16 14 12 15 
eT ee ee 10 29 32 22 
GR ata. ts 5 Eb cakes aintein seta aes Galea 100 100 100 100 


8. Was last car bought as a new or used car? 








(Percent] 
— — i | 
| Group A | Group B | Group C All 
| | groups 
New...-.. cidvismnimaiaees bilditgmaestiemanithia ain inside tame et aneabanae 39 64 79 57 
Oa tin i decedent in a Le cbcathotiinas dhinnininaalane 61 30 18 Ah 
IO GRE  niucinccsvecweskdsatyvuieavesedneessedaeie 0 6 3 3 
100 100 100 100 


{In percent] 
































Group A | Group B| Group C All 
groups 
———__—___—— - ——| |-——— 
New cars: From new-car dealer. -.-......-- eer! 100 100 | 100 100 
Used cars: | | 
BEONS ROW BOT GOR a i incsieken anne vecen<snnnenesen! 50 | 72 66 58 
ns CT CNN ios nin ce nutints ocupaesennn 22 | 12 17 18 
From private individual. -.-.-_......---- | 28 | 16 | 17 24 
100 | 100 | 100 | 100 
| 





5. Did you decide on make of car before visting any dealer? 


[Percent] 





F- 


Group B | Group C All 




















groups 
teria ea eee io a oe 
New car buyers: | 
i kal<hntuncanecacabvduumeed) scuumenepeamieewss 62 | 85 69 
Dinah veadekektnctbigsaccs dame higiin ick siaimimn ded 38 15 31 
UN cSt oe eo bah cane Tae 100 | 100 100 
Used car buyers 
a on alia eines candi we maaan aameinnnaainanmiate aint 36 67 
iiccdhetchibasemaerbsastescwdeietadinben hata nla a aie Guetta 56 | 33 57 
OR. 5... st ei Sele cea uuebneaeen 8 | 0 5 
ia icachivn apd tmetriandedsacssasanicaaadsinaee 100 | 100 | 100 | 100 
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6. Reasons given for deciding on the make of car wanted before visiting any 
dealer. (Nore.—Percentages add to more than 100 percent since several reasons 
usually given by each respondent.) 











AU groups 

| New-car | Used-car 

| buyers buyers 

Percent | Percent 
Stayed with the make I had been eayang : ; #4 38 
Appearance Laabotbracecencmawke : + pecextses 35 21 
Friends. -. ..- iecees 3 ot ; 3 2! 31 
Magazine advertising es sachin de soa 4 0 
Dealer a business client___-_- -- ws ath asf + 0 
Newspaper advertising. _.-.......-...---- belie, cae ; ool 3 0 
Economy of the car | 3 3 
Reputation of the car_...-...--.-- 3 0 
PR ic vpnnnidancanase I 0 


7. Those who didn’t decide on make wanted before visiting any dealer: 
Average number of makes looked at (all groups) : 
New-car buyers 


SS LS a a Oe eC sahicnsinlhlh Gieainiasitndenin a 3 
TT al pesescnisineeiminereinbioernaaes LAS 4 
Average number of dealers visited (all groups) : 
New-car buyers 5 


Se eee © Oe eee eee eee owes we ew oe wow ow owe wwe -< » 
i ah en stenin gn iene 3 


Reasons given for choosing the make. Notre.—Percentages add to more than 
100 percent since several reasons usually given by each respondent.) 


All groups 


| 

New-car Used-car 

buyers | buyers 

Percent | Percent 
Got the best deal of any make- a 71 | 64 
Smallest money difference between car price and trade-in allowance | 32 | 9 
Liked the dealer... ..........-- ere widemeiamaes ais Saints -| 18 | 30 
Demonstration ride_____- paiicabonbiws ; pier | 15 2 
Convenient ——— of dealer____- a eee owe 9 | il 
Liked the car__-_-_- ; ete ; 6 | 7 


8. After deciding on the make of car wanted, did you shop around at several 
dealerships handling this make before purchasing? 








= percent] 
Group A | Group B| Group C All 
groups 
i 
New-car buyers: | 
Yes-- 59 | 43 33 | 5 
ON gi cas se ; Ae 38 53 | 63 | 51 
No answer. - eae ‘ 2 3 4 4| 4 
alec eelcnniatence 
Total... 100 100 100 | 100 
=—=—=_ ==} — = —- — 
Used-car buyers: 
ID ab sate 26 28 67 30 
oink } 61 | 7 33 | 62 
No answer. 13 8 


Total. _- , | 
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9. The following are the factors that influenced the shoppers the most in select- 
ing the dealer they did. (Note: Percentages add to more than 100 percent since 
more than 1 reason was usually given by each respondent. ) 





All groups 
wee 
| 

| New-car | Used-car 

| buyers buyers 
Best deal in terms of smallest money difference between trade-in 

CR OO RIN eis 6:5 Jahan 6680046 seneaneneeRiee tho densBeic 51 30 

Had traded with this dealer before and was satisfied apie nal 33 17 
Dealer has excellent service reputation 31 30 
Convenient location of dealer ____- Sas 22 y 
Have personal] friend in dealership x 17 
Dealer followup ; , 8 13 
Dealer advertised biggest 4 ct GE ea oie 6 9 
Friend’s recommendation. --_____---- . ie ll cient aaa 6 t 
Dealer advertised biggest trade-in allowance_____...______- 4 4 


10. Those who did not shop around, gave the following reasons for purchasing 
at the dealer where they did. (Note: Percentages add up to more than 100 per- 
cent since more than 1 reason was usually given by each respondent. ) 


All groups 


[Percent] 
! 

New-car | Used-car 

buyers } buyers 
liave personal friend in the dealership - 50 23 
Have purchased from same dealer before and liked him___- ; ; 46 21 
Dealer has reputation for good service --.-_........--- “l 36 | 29 
Friendly treatment by the dealer____-_-_- —— 30 | 27 
Convenient location—other dealers of same make too far aw Wiocccus 20 | 13 
Had just the right car__._____.-- ded clasaaidnatdt a datedib ate 16 35 
Dealer has reputation for honesty__...............------------ | 13 21 
Dealer contacted me first and made what I considered a satisfac tory 

offer. ; ; a 9 10 


Friend’s recommendation ___- 

Dealer followed up my visit with ‘phone call 
No time to shop around. . 

Persuasive sales pitch - 


toh 6 
~ 


~ 


Would you purchase your next car from the same dealer? (all groups) : 


Percent 

Sita sant Se Bo ce eran eae AS eS rrin m, Ot Re WO = be ot ee ee ee 
en re oa ois ta aia 27 
Dor s Baew SOF he GO =. a cc eeecs asa ie 
NII sc passe centric tn esau Sinisa Caches inet iaasadiinctiatil na i Sie i date eS 100 


(a) For those who answered “yes” above, the following are the reasons given 


and the percent of respondents listing each reason. (Note: Percentages add 


up to more than 100 percent since more than one reason was usually given by 
respondents. ) 


Percent 
eve Homtionce i te Genie eee ee SE 
Good service rendered after pure hase Essie biot dt oabeeee Sebati iemacere saan 50 
Edken) the denmiatehip persennelsi sete db ec lle eek 30 
Sea eID URN NOIR a eens 17 
RM) BONY Io a rele toe acti sla dh a eecia ites 5 
He offers lowest price in town__..._..-..__.______- eee Se 6 


Base of financing there 
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(b) For those who answered “no” above, the following are the reasons given 
and the percent of respondents listing each reason. (Note: Percentages add 
up to more than 100 percent since more than one reason was usually given by 
respondents. ) 


Plan to purchase a different make of car 
Poor service 


Don’t like dealer’s personnel 
We've moved away 
Trade-in-allowance too low 
Deal not as represented 


12. Where do you take your car for repairs and servicing? (All groups) : 


Independent garage or service station 
Dealer from whom purchased 
Other dealer of same make 


Total 


13. Why do you have your car serviced where you do? (All groups) (Note: 
Percentages add up to more than 100 percent since more than one reason 
was usually given by respondents. ) 


Dealer from Another Independent 
whom dealer ofsame| garage or 
purchased or different service 
make station 


Percent Percent 
Have confidence in the place__.__.___- ee ee eee : 61 68 
Good work done there previously 64 
NS SE : 28 32 
Convenient location _ - -- sale ; 64 
SS EES 7 14 
Dealer is a friend 0 


Renal — 
(a) If you take your car for repairs and servicing to the dealer from whom 
purchased, have you been satisfied with his work most of the time? (all groups) : 


(0) If not satisfied, why not? The following are the reasons most frequently 
listed, in descending order of frequency : 
(1) Work unsatisfactory 
(2) Charges too much 
(3) Work not ready when promised 
(4) No confidence in mechanics 
(5) Discourteous employees 
(6) Several trips required to get satisfactory work 
(7) Have to stay right with the mechanic to get good work done 


14. Do you believe that the advertising done by new car dealers is (all groups) : 


Fairly accurate 

Generally false and misleading 
No opinion 

Consistently reliable 
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15. Do you believe, in general, that new car dealers’ profits are (all groups) : 


43 
39 
15 


3 
Total 100 


16. Most common additional comments on various phases of the auto industry 
(in descending order of frequency) : 

(1) Too much chrome—too flashy styling in American cars. 
(2) Need low cost, high mileage, United States-made car—a city car. 
(3) Too much emphasis on horsepower. 
(4) Cars should be equipped with adequate safety devices. 
(5) Cars too long—too hard to park. 
(6) Poor assembly of new cars. 
(7) American cars use too much gas. 
(8) American cars are too expensive. 
(9) Cars too hard to get in and out of. 

(10) Too much emphasis on advertising. 


[From Automotive News, Feb. 17, 1958] 


New-car stocks in field, in transit (compiled by Automotive News) 


| Dealers 
Cars in Cars in | total po- Cars in 


| 

| Dealers 
| field transit to | tential in- field 

| 


Cars in | total po- 
transit to | tential in- 
dealers | ventory 

stocks 


stocks! | dealers ventory | stocks ! | 


stocks | 
| 


Period ending— || Period ending— 

Jan. 1, 1950-- 188, 500 | 254 Continued | 

Apr. 1, 1950 276,136 | 158,000 | 434, 136 Nov. 1, 1954 120, 107 37, 500 157, 607 
June 1, 1950 - 247, 680 160,200 | 407, 880 Dee. 1, 1954 203, 453 61,700 | 265,153 
Sept. 1, 1950 239, 642 | 160, 400 400, 042 Jan. 1, 1955 293, 881 68,500 | 362,381 
Jan, 1, 1951 .| 305, 888 88, 900 404, 788 | Feb. 1, 1955 373, 573 89, 100 462, 673 
Apr. 1, 1951__.-| 406, 541 138, 500 545, 041 | Mar. 1, 1955_- 467, 655 95, 000 562, 655 
July 1, 1951_._.| 357, 606 90,700 | 448, 306 Apr. 1, 1955--- 544, 038 99, 500 643, 538 
Sept. 1, 1951. 283, 402 86, 800 370, 202 May 1, 1955 660, 341 102,700 | 763,041 
Jan, 1, 1952 224,968 | 31,000 | 255,968 June 1, 1955_- 755, 498 93, 000 848, 498 
Feb. 1, 1952__- 198, 762 69, 000 267, 762 July 1, 1955_- 736, 591 77,000 | 813,591 
Mar, 1, 1952 182, 577 76, 000 258, 577 |: Aug. 1, 1955 735, 447 71,500 | 806, 947 
Apr, 1, 1952__..| 213,391 83, 000 296, 391 Sept. 1, 1955 675, 964 37,300 | 713, 264 
May 1, 1952....| 251,674 | 88,000 339, 674 Oct. 1, 1955....| 489, 475 48,900 | 538,375 
June 1, 1952 - 232, 036 70, 000 302, 036 Nov. 1, 1955 487, 666 87, 600 575, 266 
July 1, 1952....; 193,462: 84, 500 277, 962 Dee. 1, 1955 645, 707 77,400 | 723, 107 
Aug. 1, 1952....| 162,086 | 12,000 174, 086 Jan. 1, 1956__..| 755,177 53,300 | 808, 477 
Sept. 1, 1952___| 149,091 | 77,000 226, 091 Feb. 1, 1956_...| 801,499 68, 900 870, 399 
Oct. 1, 1952....| 233, 556 89, 000 322, 556 Mar, 1, 1956 840, 089 63,700 | 903,789 
Nov. 1, 1952-- 308,894 | 90,500 399, 394 Apr. 1, 1956 827, 977 68,100 | 898, 669 
Dee. 1, 1952-_- 287,247 | 76,000 363, 247 May 1, 1956__- 846, 285 56, 300 902, 585 
Jan. 1, 1953__..| 291,671 83, 300 374, 971 June 1, 1956._..| 746,012 52, 890 798, 902 
Feb. 1, 1953_...| 324, 835 86, 600 412, 035 July 1, 1956__..| 613, 451 50, 568 679, 596 
Mar. 1, 1953__- 389, 011 87, 200 476, 211 Aug. 1, 1956 551, 081 53,026 | 588,172 
Apr. 1, 1953__.., 445, 882 89, 300 535, 182 Sept. 1, 1956- 456, 013 48, 382 504, 395 
May 1, 1953._._| 490, 381 97, 700 588, 081 Oct. 1, 1956_...| 288, 103 25, 900 314, 003 
June 1, 1953._.. 463, 546 73, 500 537, 046 Nov. 1, 1956 212, 967 65, 008 277, 975 
July 1, 1953_.__| 479, 698 82, 800 562, 498 | Dee. 1, 1956__- 318, 587 79, 656 398, 243 
Aug. 1, 1953_- 517, 119 82, 200 599, 319 Jan. 1, 1957 461, 850 50, 168 512,018 
Sept. 1, 1953__., 514, 569 74, 500 589, 069 Feb. 1, 1957 _| 561, 934 68, 100 630, 034 
Oct. 1, 1953_... 519, 037 60, 900 579, 937 Mar. 1, 1957 664, 608 68, 400 733, 008 
Nov. 1, 1953 538, 087 68, 300 606, 387 Apr. 1, 1957 682, 790 63, 125 | 745, 915 
Dee. 1, 1953..... 430, 876 29, 000 459, 876 May 1, 1957 677, 705 59,500 | 737, 205 
Jan. 1, 1954__..; 428, 125 36, 600 464, 725 June 1, 1957_- 724, 329 63, 420 | 787, 749 
Feb. 1, 1954_--. 466, 176 60, 600 526, 776 July 1, 1957-_- 682, 121 63, 090 | 745, 211 
Mar. 1, 1954....| 511, 122 62, 000 573, 122 Aug. 1, 1957 645, 445 59,300 | 704,745 
Apr. 1, 1954 .| 641,911 64, 000 605, 911 Sept. 1, 1957... 684, 484 45, 052 | 729, 536 
May 1, 1954....| 538,775 68, 500 607, 275 Oct, 1, 1957-- 547, 549 25, 085 572, 634 
Tune 1, 1954_. 503, 219 62, 500 565, 719 Nov, 1, 1957 380, 740 68, 300 449, 040 
July 1, 1954_. 445, 665 62, 500 508, 165 Dec, 1, 1957 460, 149 71, 800 531, 949 
Aug. 1, 1954..._| 390, 854 57, 000 447, 854 Jan. 1, 1958. - 597, 208 55,000 | ? 652, 208 
Sept. 1, 1954.__| 355, 654 50, 400 406, 054 Feb. 1, 1958....' 727,346 54, 100 781, 446 
Oct. 1, 1954_...| 267, 469 29, 000 296, 469 


1 Field stocks include cars actually at dealerships, those warehoused by dealers and factories, and demon- 
strators. 


2 Revised. 
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(Statements by General Motors Corp.) 
GENERAL Motors Corp. FoREIGN COMPETITION 


We would like to make it clear at the outset, in discussing Senator 
O’Mahoney’s request that the opinion of General Motors be expressed with 
respect to the economic effect of the exportation of American capital into 
foreign countries, that the overseas investments of General Motors have not 
been made with the thought that the foreign product would be marketed in 
the United States to the prejudice of the domestic economy. The decision of 
General Motors to import the Vauxhall and Opel in limited numbers was made 
a few months ago to meet a domestic demand which could not be economically 
met under existing conditions with United States production. 

The request for the opinion of General Motors with respect to the economic 
effect of the exportation of American capital into foreign countries to use 
foreign labor and foreign materials which will eventually be used in competition 
with the same elements here in the United States, therefore, should not be con- 
strued as in fact reflecting or having any relation to the reasons for General 
Motors’ foreign investments. We are, however, pleased to undertake the 
requested discussion, which has the following two aspects : 

(1) What is the economic effect of private investment abroad by United 
States concerns? 

(2) What are the economics of production in foreign countries of motor- 
cars by United States concerns, or their subsidiaries, which are imported 
into the United States and compete with domestically produced cars? 

With respect to the first and broader question, private investment abroad 
represents in the international economy the quest for markets and resulting 
economic allocation of resources which is generally regarded as the essence of 
competitive enterprise. 

These investments of American capital have been made for the purpose of 
serving world markets or in some instances markets defined by national boun- 
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daries. In many cases the investments are made because high labor costs in 
the United States economy have effectively closed broader markets to the 
American manufacturer. Also foreign investments are frequently made to open 
up sources of scarce materials essential] in the manufacture of a product. In 
other cases, and this applies particularly to the automobile industry, investments 
are made abroad to supply products differing to a significant degree from those 
demanded by the domestic market. In still other cases, private investments are 
made as the only way of protecting a position in markets being cut off by tariff 
restrictions, exchange quotas, and other limitations on the free flow of goods. 

Viewed against the backdrop of the Soviet threat, private investment in the 
free world economies takes on added significance as concrete examples of the 
working of private enterprise. The contribution of private investment repre- 
sents tangible evidence of confidence in the stability of our allies and insofar as 
these investments contribute to their prosperity and industrial strength they 
become stronger allies. . 

There are many other advantages to private investment. By substituting 
investmeut in income earning assets as opposed to Government subsidy, the 
taxpayer may be relieved of the already heavy burden laid on him. The country 
in which the investments are made not only obtains added employment and 
income but a new source of government revenue is provided to carry forward 
the so-called “social overhead” investments in roads, water, and sewage systems. 
In many areas, private investment supplements the foreign-aid programs of 
Government agencies. 

Private investment also provides the base for active and prosperous foreign 
trade. It is axiomatic that our allies become better customers as their national 
incomes rise. One goal, in an international political context, is to stimulate a 
high level of foreign trade as a means of knitting the countries of the free world 
together. The opportunities at home for increased production and employment 
to meet the needs of a market thus extended to the limits of the free world are 
increased. The prosperity of our allies—their rising production capacity and 
effective demand—means employment opportunity for our own labor force. 

There is one proviso to the foregoing analysis. In Mr. Curtice’s statement pre- 
sented to the subcommittee it was observed that a wage policy which relates 
changes in wage rates to changes in long-term national productivity is the es- 
sential means for preserving price stability. Such a policy is equally essential 
to the continued growth of foreign trade. Only insofar as we are able to reduce 
costs of our raw materials, farm products, or manufactured goods through im- 
proving productivity can we hope to be competitive with the lower wage rates 
paid in many foreign countries. 

This same observation also applies to competition in the domestic market. In 
part the competition of goods produced in foreign countries is a normal result 
of some special advantage in material and labor skill or costs. In part this 
competition is the direct result of a labor policy in the United States which, as 
is becoming generally recognized, has encouraged unreasonably restrictive and 
monopolistic activity by labor. 

In summary, the grounds for supporting and encouraging private investment 
abroad are very strong. Expanded interest in this approach and less reliance 
on Government programs, carried out at the expense of the taxpayer, should 
be encouraged. 

General Motors’ investments in overseas motor car and truck production 
facilities have, of course, been stimulated by a foreseeable demand for motor 
vehicles and the prospect of favorable earnings. Until the last few months, the 
production of these facilities was necessarily limited almost exclusively to meet- 
ing growing overseas demand. It has been only since the early fall that limited 
numbers of Opel and Vauxhall cars have been available for and introduced into 
the United States market. 

Viewed as a problem in world economics, it is quite clear that the type of 
automobile required to meet mass markets outside of the United States has 
been different from that in demand in the United States. There has been, it 
is true, a continuing demand for United States cars and trucks in foreign mar- 
kets, and this demand has been an added source of income and employment in 
the United States. Until very recently the limited domestic demand for cars 
produced abroad has been for certain sports cars and very costly luxury models. 

There are very good economic reasons for the different trends in motor car 
design for the mass markets here and abroad. First of all, the standard of 
living generally is lower abroad. If a mass market were to be developed, it had 
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to be in terms of a minimum automobile by United States standards. Even such 
a car is expensive by United States standards. For example, it costs the average 
English production worker about three times as many hours of work to purchase 
a Vauxhall Victor as it takes an American production worker to purchase a 
Chevrolet Delray. The high cost of gasoline, again coupled with the relatively 
lower income of foreign nationals, made the small car imperative. Other con- 
siderations such as taxes, roads, and distance to be traveled also have in- 
fluenced the design, engineering, and construction of foreign cars produced for 
the mass market. 

The result is that, to a very large degree, the United States produced cars 
and foreign produced cars have not been competitive. The contrast in design 
and performance of United States and foreign produced cars is the best illustra- 
tion of how individual producers adapt their products to meet the dictates of the 
market place and customer requirements. 

Since the cars produced abroad have been essentially noncompetitive with 
domestically produced cars, the second aspect of the question raised at the hear- 
ings has not, in fact, been any significant consideration. The investments made 
in Germany, England, and Australia have permitted General Motors to compete 
in markets dependent upon small cars heretofore not in demand by United States 
consumers. As to those passenger cars imported into the United States in 
1957—the period of greatest domestic interest—foreign cars claimed 3.5 percent 
of all registrations. Foreign cars produced by plants supplied with United 
States capital amounted to thirty-three one-hundredths of 1 percent of all regis- 
trations. We must conclude that domestic interest in these cars continues to 
be marginal. 

As long as this country adheres to the concept of a free enterprise economy and 
the associated concept of free market choice for consumers, foreign sellers will 
enjoy the right to supply American buyers with those imported goods, including 
automobiles, which buyers elect to purchase. It would therefore seem entirely 
fitting and desirable to have private United States capital participate in making 
available to American consumers the imported vehicles which they are demand- 
ing. Certainly such demand as may exist for foreign motor vehicles will be 
met regardless of whether the capital is supplied by United States or foreign 
sources. The overwhelming percentage of imported cars sold to United States 
purchasers thus far, as above noted, has been supplied by foreign firms having 
no direct United States capital investment. In 1957, for example, only 19,423 
ears produced by foreign concerns having direct United States capital investment 
were registeded in this country. 

It is important to understand that a not insubstantial portion of the foreign 
cars imported into the United States are not small and that others, while small, 
are not inexpensive. Thus the competitive and economic implications should 
not be oversimplified or placed entirely in a low-price, small-car context. 

There are some indications that there may be little correlation between the 
import of foreign cars and general economic considerations. Registration 
data for 1957, for example, reveals that almost one-quarter of all im- 
ported cars sold in the United States during the year were purchased by 
buyers in a single State, and that about 60 percent of these foreign car sales 
in this State were in the 11 southernmost counties. 

The fact is that competition in the motor vehicle field is more vigorous, both 
in domestic and foreign markets, than at any time in the history of the industry. 
The producers of motor vehicles in the United States will be able to compete 
effectively so long as customers remain free to purchase the products they pre- 
fer and costs do not force prices to noncompetitive levels. 

The effect of the export of United States capital into foreign markets for the 
purpose of creating goods or services later used in competition in the United 
States will, in the final analysis, depend very largely upon the extent to which 
business in the United States can effectively meet foreign competition, whether 
or not it is financed by United States capital. 

Reference: Senator O’Mahoney’s request to furnish the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary General Motors opinion with respect to the 
economic effect of the exportation of American capital into foreign countries to use foreign 


labor and foreign material which will eventually be used in competition with the same 
elements here in the United States. (Hearings, p. 2483.) 
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General Motors Corp., certificates of necessity received since 1950 











Number Amount 
CD SORE... 8. dca tbinitsinn bode pinemiventgngnnententecupinehdonnnas 121 | $400, 993, 000 
Less Geduction Dy DPA far Wind HB. coo snes enews ce skn oe nc eli cs sckn donne fen ss lil toes 25, 074, 000 
Rat Ch I i otto nnn jn tha de mnie ct nwcnmepaeensengsaney 121 375, 919, 000 
Aumont ORT sooo obs Sollee lice tinatadotbncedseweccite dd een Bl. sla 253, 169, 000 
Apernien pabeenh CetttRe i, «okies dnp cancdhbinisbhe <tc bihssénddace diebweiib<ts edecssasewetie 67.3 





NotEe.—The amount certified and subject to accelerated amortization ($253,169,000) represents 7.3 percent 
of General Motors’ $3,483,932,000 fixed-asset expenditures in the United States during the years 1950 through 
1957. 

Reference: Senator Kefauver’s request to furnish the Subcommittee on Antitrust and Monopoly of the 
Committee on the Judiciary the amount of rapid-amortization certificates received by General Motors. 
(Hearings on p. 2487). 





GENERAL Morors Corp. FACTFINDING Boarp, 1945 


At the time the war hostilities ended on August 14, 1945, the national agree- 
ment, dated April 16, 1945, between General Motors and the UAW was in full 
force and effect. That agreement contained the following provision (par. 170), 
which had been directed by the National War Labor Board: 

“The agreement between the parties shall continue in effect without change 
until April 28, 1946, provided, however, that either party may reopen the issues 
of a general wage increase or of eliminating interplant differences in wage rates 
if a change in the national wage stabilization policy, as expressed in the act 
of October 2, 1942, or in the Executive orders or directives, makes such changes 
possible.” [Italic added.] 

The hostilities with Japan ended on August 14, 1945. On August 16, 1945, 
the UAW renounced the no-strike policy to which it had subscribed during the 
war at the request of the Government. On that same day, the President an- 
nounced a forthcoming Executive Order No. 9599, which would make certain 
changes in the Government’s wage-price policy. 

Executive Order No. 9599 was issued August 18, 1945, and the UAW’s letter 
to General Motors containing its 30 percent wage-increase demand was dated 
the same day. 

Executive Order No. 9599 was the President’s reconversion order. It defined 
the wage-stabilization powers of the Government during the period of transition 
from war to peace, and liberalized previous controls to a limited extent. Spe- 
cifically, it made the following change, among others, in the wage-price policy: 

It empowered employers, through collective bargaining where there was a 
union and by unilateral action where there was no union, to put wage increases 
into immediate effect without War Labor Board approval, so long as those 
increases would not be used by management as the basis of a request for a price 
increase or to resist otherwise justifiable price decreases, or to increase costs to 
the Government under a procurement-agency contract. 

The union’s right to reopen the wage question under the existing collective- 
bargaining agreement was limited by the extent to which the matter was re- 
openable under the wage-reopening clause (par. 170), previously quoted. In 
fact, the union’s letter of August 18, 1945, announcing the demand, stated: 

“On behalf of the 300,000 General Motors employees represented by the UAW- 
CIO, I am writing this letter to notify you of our desire to reopen the issue of 
wages, under the agreement between General Motors Corp. and the International 
Union, UAW-CIO.” 

The union letter then proceeded to quote paragraph 170 of the agreement. 

All features of Executive Order No. 9599, except the one set forth above, had 
to do with the criteria for the approvability of increases by the War Labor Board 
or any successor agency. The union, therefore, based its 30 percent wace- 
increase demand on the provision, previously discussed, making certain voluntary 
increases no longer subject to the War Labor Board approval in order to become 
effective. In order to make sure that the wage demand appeared to come under 
this provision, the union coupled with its wage demand the proviso that it must 
not be used as the basis for a price increase. 
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When General Motors refused to accede to this demand, the union charged 
that the corporation was disregarding the new Executive order and the change 
in the wage policy of the Government. 

It is apparent from a mere reading of Executive Order No. 9599 that there 
was no basis for this charge. It did not say that every demand for a wage 
increase which would not involve a price increase must be granted, nor did it 
say that every wage increase granted must not involve a price increase. It 
simply said that, where management and the union voluntarily agreed on a 
wage increase, and management did not intend to use it as a basis for requesting 
a price increase or to resist otherwise justifiable price decreases, the wage 
inerease no longer had to be approved by the appropriate Government agency 
before it could be put into effect. 

The point of this discussion is that the union’s opposition to automobile price 
increases in the 1945-46 situation obviously stemmed, not from any altruistic 
motive, but from the purely selfish fact that this was the only way in which 
the union could clothe its demand for such a substantial increase with an aura 
of legitimacy, under the collective-bargaining agreement and the national wage- 
price policy. 

As a matter of fact, in the absence of voluntary agreement to a wage increase 
by General Motors, the wage matter could properly have been submitted to the 
National War Labor Board as a dispute case, just as in thousands of other such 
eases during wage controls. But on September 13, 1945, the UAW international 
executive board, meeting in Flint, Mich., officially decided to withdraw all pend- 
ing general wage-increase cases from the War Labor Board and to submit no 
more such cases to the Board. In an article which appeared in the October 1, 
1945, issue of the United Automobile Worker, official publication of the UAW- 
CIO, this action of the executive board was described as follows : 

“Meanwhile, the UAW-CIO is withdrawing all general wage-increase cases 
from the War Labor Board, and will take no more such cases to the Board. We 
seek the proposed wage increase through collective bargaining, not by decision of 
any governmental agency. So far as we are concerned, the Little Steel formula 
of the National War Labor Board is a dead horse.” 

On October 30, 1945—some 214 months after issuance of Executive Order No. 
9599 and the serving of the union’s 30 percent demand—the President issued 
Executive Order No. 9651, which provided that the Office of Price Administration 
could take into account as an element of cost “increases where the percentage 
increase in average straight-time hourly earnings in the appropriate unit since 
January 1941 has not equaled the percentage increase in the cost of living be- 
tween January 1941 and September, 1945.” 

This change in the national stabilization policy justified the corporation’s 
previous position that there was no provision in that policy prior to October 30, 
1945, for a general wage increase. As a result of this basic change in the wage 
policy of the Government, consideration could be given to wage increases based 
on an increase in the cost of living. Accordingly, the corporation offered to 
increase wages by 10 percent (the equivalent of 1314 cents per hour) as the 
amount necessary to catch up with the rise in the cost of living. 

This offer was initially made on November 7, 1945—well before the strike 
occurred. The UAW refused it, and continued to insist on 30 percent without a 
price increase “or else.” On November 21, 1945, the union called the employees 
out on strike. 

On December 3, 1945, President Truman made recommendations to Congress 
for legislation patterned after the Railway Labor Act, which would provide for 
factfinding boards in labor disputes and a cooling-off period after negotiations 
had broken down. At the same time, he announced that he was appointing a 
factfinding board to function in the General Motors case, in advance of the neces- 
sary legislation, and requested that production be resumed and that the strikers 
go back to work. The strike against General Motors had then been running 
since November 21, 1945. 

Announcement of the President’s program met with outspoken opposition by 
organized labor. Both Philip Murray, of the CIO, and William Green, of the 
AFL, spoke against the program on national radio hookups. 

At the same time, the UAW-CIO immediately announced the strikers’ refusal 
to return to work. 

On December 20, 1945, the Factfinding Board convened for a preliminary 
hearing. The existence of the Board had no statutory basis whatever. More 
over, it was obvious that the Board was going to do more than factfinding, since 
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its instructions from the Secretary of Labor were to make recommendations in 
the dispute. 

Representatives of General Motors and the UAW appeared at the preliminary 
hearing, at which time the Board was concerned mainly with deciding what its 
function would be and the scope of its investigation. General Motors stated its 
position that prices and profits were not proper subjects for collective bargain- 
ing and agreement with the union, and stated that the corporation would not 
participate in the proceedings if ability to pay was going to be considered as a 
basis for granting a wage increase. 

Toward the end of the session, while this issue was still being debated and 
the Board was still undecided as to the scope of its investigation, a special 
messenger arrived with a copy of a press release from the White House, in 
which the President stated : 

“In appointing a factfinding board in an industrial dispute where one of the 
questions at issue is wages, it is essential to a fulfillment of its duty that the 
Board have authority, whenever it deems it necessary, to examine the books of 
the employer * * *. Ability to pay is always one of the facts relevant to the 
issue of an increase in wages.” 

After receipt of this press release, the Chairman of the Board commented: 
“T should like to say that neither I nor any other member of this Board knew 
that such a statement was under consideration or would be issued.” 

On December 21, 1945, the Board issued a statement to the parties as to the 
rules and policies which would govern the Board in finding facts and making 
recommendations, indicating that it intended to examine such books and records 
of the corporation as it deemed necessary, and declaring that “ability to pay 
will be regarded as one of the factors relevant to the issue of an increase in 
wages * * *.” 

In view of this position, the corporation concluded it had no choice but to 
withdraw from the proceedings. 

The Board recovened on December 28, 1945. After making a statement to the 
Board reiterating its position on the fundamental principles, the corporation 
withdrew from the proceedings. In a public statement issued by General Motors 
on December 30, 1945, the reasons were stated in part as follows: 

“The President of the United States has appointed a Factfinding Board to 
inquire into the circumstances involved in the demands of the UAW-CIO upon 
General Motors and to make recommendations related thereto. General Motors 
stood ready to supply the Board with all necessary data regarding wage rates, 
employes’ earnings, hours of employment, and all other relevant information 
regarding wages and employment. However, the Board has ruled that General 
Motors’ ability to pay will be considered as a factor in determining an increase 
in wages. This would require an appraisal of costs, prices, prospective volume 
of business, investment factors, expenses, and the entire forward operating 
program of the business. Thus the Board would assume the most vital functions 
of management. 

“General Motors is not contending that it has or has not the ability to pay. 
It always has paid liberal wages. It has attempted through protracted collective 
bargaining sessions to determine what is fair and equitable today. It has made 
a fair and liberal offer to the union. 

“Notwithstanding the importance of reestablishing employment and resuming 
production at the earliest possible moment, the above reasons have made it im- 
possible for General Motors to participate in the proceedings of the Board under 
the procedures as now established, and it has therefore withdrawn from the 
hearings. It takes that position with great regret. But it does so in the sincere 
belief that this action is in the long-term interest of employes, consumers, in- 
vestors, and of the public as well—and of higher standards for all.” 

Subsequent events served to vindicate the corporation’s position in the matter. 
The Factfinding Board ultimately recommended a general increase of 19% cents 
per hour based on GM’s “ability to pay.” The report of the Board stated that 
it had relied in large measure on a Department of Commerce study which was 
later repudiated by the Department of Commerce. The Factfinding Board’s 
19\%-cent recommendation served to prolong the strike in GM some 6 weeks after 
an 18%-cent pattern had developed for the automobile industry as a result of 
UAW-CIO settlements in Ford and Chrysler, and 4 weeks after the 181%4-cent 
settlement in the steel industry. 

The settlements with Ford and Chrysler were negotiated by administrative 
sections of the UAW not under the jurisdiction of Walter Reuther, who was then 
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a vice president of the international union and director of its so-called General 
Motors department, The strike against GM eventually was settled at the 18%4- 
cent pattern. 

During the proceedings before the Factfinding Board, Walter Reuther was 
asked the following question by a member of the Board: 

“What would you do if the company ran in the red?” 

Mr. Reuther replied as follows: 

“Well, if the company ran in the red we would want to find out why it ran 
in the red. There might be a lot of reasons. Maybe they would be paying 
the president too much money. Maybe the board of directors, who aren’t doing 
anything, might be getting too much money. Maybe the engineers ought to be 
sweeping the shop up instead of designing their products. Maybe their man- 
agerial personnel has gone to seed and doesn’t know anything about modern 
production techniques. 

Maybe their plant equipment is antiquated. There are a lot of ‘ifs’ in that 
question. The point is to find out why they are in the red first and then correct 
those things.” {Italics supplied]. 

The factfinding legislation requested by the President was never enacted 
into law. 


Reference: Discussion between members of the subcommittee and Messrs. Curtice and 
Hogan before the Subcommittee on Antitrust and Monopoly of the Committee on the 
Judiciary regarding the appointment of a factfinding board by President Truman in con- 
nection with the General Motors strike in 1945. (Hearings, pp. 2488-2500.) 


GENEBAL Morors Core. COMMENTS ON STAFF EXHIBIT No. 7 


Exhibit 7 is a chart prepared by the subcommittee staff entitled “General 
Motors’ Share of Total Value of Shipments by Product Classes, 1950, Products 
Other Than Transportation Vehicles.” 

The purpose of the chart, presumably, is to show the extent to which General 
Motors engages in the manufacture of products other than transportation 
vehicles. 

From this point of view, the title of the chart is misleading. The General 
Motors shipments included in 16 of the 22 product classes shown on the chart 
consist almost entirely of transportation vehicle parts. Thus, they are “products 
other than transportation vehicles’ only in the sense that they are not complete 
vehicles but only parts of such vehicles. 

The General Motors shipments classified in these 16 categories largely repre- 
sent internal transfers of transportation vehicle parts and assemblies between 
General Motors plants of the same division or between plants of different Gen- 
eral Motors divisions. Most of these parts were used by General Motors car 
and truck divisions in the manufacture of complete transportation vehicles. 
Thus, as Mr. Curtice pointed out (report on proceedings, p. 994), most of the 
General Motors shipments represented on exhibit 7 are duplications of the Gen- 
eral Motors shipments included in the earlier exhibit 6. 

The second fact to be noted is that in two cases the chart is incorrect. Ac- 
cording to exhibit 7, General Motors accounted for 52 percent of the total ship- 
ments of railway signals, alarm systems, etc., in 1950. To the best of our 
knowledge. General Motors did not ship any products in 1950 which could be 
classified as “Railway signals, alarm systems, etc.’ This is confirmed by the 
January 1957 Report of the Federal Trade Commission on Industrial Concentra- 
tion and Product Diversification of the 1,000 Largest Manufacturing Companies, 
which shows that 4 companies accounted for 57 percent of the shipments of 
railway signals, alarm systems, etc., in 1950. General Motors, according to the 
Federal Trade Commission report, was not 1 of the 4. It is obvious, then, that 
General Motors could not have accounted for 52 percent of the shipments of 
this product class. 

The mistake, we believe, occurred because one General Motors division cor- 
rectly identified but incorrectly coded part of its shipments in its report to the 
Federal Trade Commission. The Federal Trade Commission appears to have 
— the discrepancy, but the staff of the subcommittee apparently overlooked 
it. 

The fourth product class shown on exhibit 7 is entitled “Insulated Wire and 
Cable” and, according to the chart, General Motors accounted for 42 percent 
of the total shipments of such products. This appears to be a gross overstate- 


ment. The correct figure, we believe, is 4.2 percent and not 42 percent as 
shown on the chart. 
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Finally, it should be noted that in several other instances exhibit 7 is subject 
to misinterpretation. For example, the chart suggests that General Motors 
accounted for 62 percent of the total shipments of all locomotive parts, ete. 
The product class, locomotive parts, etc., however, does not, as the name might 
imply, include the shipment of all locomotive parts. It does not or should not 
include any shipments of locomotive engines, engine parts, generators, motors, 
lighting equipment, transmissions, bearings, wheels, or, in fact, any locomotive 
part for which there is a more appropriate product class. It is a residual 
product class which includes only those locomotive parts not elsewhere classified. 

Three other product classes: “Malleable iron castings,” “gray iron castings,” 
and “steel forgings” have a similar characteristic. A large but unknown part 
of the total castings and forgings produced. by the Nation’s manufacturers are 
not included in the data used to construct exhibit 7. Castings and forgings 
which are wholly or partially machined in the same establishment in which 
they are produced never appear as shipments of castings and forgings. There- 
fore, the General Motors shares shown on exhibit 7 do not refer to General 
Motors share of the total production of malleable iron castings, gray iron cast- 
ings, and steel forgings, but rather to a share of an unknown portion of the 
total production of these items. 

Reference: Comments by General Motors to the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary on staff exhibit No. 7, entitled, “General 


Motors Share of Total Value of Shipments by Product Classes, 1950, Products Other Than 
Transportation Vehicles.” (Hearings, p. 2507.) 


GENERAL Morors Corp. ACQUISITIONS AND DISPOSALS FOR THE YEARS 1921—57 


Attached is a Summary showing General Motors Corp. acquisitions and dis- 
posals for the years 1921-57. 

From 1921 through 1957 acquisitions amounted to $184,163,842 while disposals 
totaled $88,561,305, or net acquisitions of $95,602,537. This growth through 
acquisition is equal to 1.5 percent of the growth in General Motors assets dur- 
ing these years (from $571,520,880 at December 31, 1920, to $6,825,788,811 at 
December 31, 1957). 

The disposal of International Freighting Corp. in 1956 as set forth on page 2 
of the summary is the only change in this summary from the data submitted 
to the subcommittee in 1955 (p. 3659, pt. 7, General Motors hearings before the 
Subcommittee on Antitrust and Monopoly of the Committee on the Judiciary). 

Also attached are individual statements which describe the various transac- 
tions in greater detail. 

Reference: Discussion between Senator Kefauver and Mr. Curtice before the Subcom- 


mittee on Antitrust and Monopoly of the Committee on the Judiciary in regard to 
acquisitions and disposals made by General Motors Corp. (Hearings, p. 2509.) 


General Motors Corp., acquisitions and disposals for the years 1921-57 





| Acquisitions Disposals 
Year 
| Description | Considera- Description Considera- 
| tion paid tion received 
| 
1921 | Scripps-Booth Corp | Liquidated 
Goodyear Tire & Rubber Co. $63, 802 
Samson Tractor-Doylestown | 42,477 
Agricultural Co. (farm tractor | 
interests). 
Sheridan Motor Car Co 1, 037, 500 
| Independent Lamp & Wire Co. | 1, 205, 000 
|; and Novelty Incandescent | 
Lamp Co. | 
1922 | Brown-Lipe-Chapin | $7,000,200 | Bearings Service Co 44, 030 
1923 | Armstrong Spring Co-.. 1, 623, 186 | 
| T. W. Warner Co 4, 025, 800 
1924 : General Leather Co 1, 000, 000 
| Doehler Die Casting Co__- ei 1, 160, 000 
NT oe Sales tanta tex con Se keces is katdsap a besaeeeravamees 
1926 | Fisher Body Corp., minority in- 60, 593, 434 | 


terest, 40 percent. 
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Year 


1927 
1928 


1929 


~ 


1931 
1932 
1933 


j 


General Motors Corp., acquisitions and disposals for the 
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years 
1921—57—Continued 
Acquisitions Disposals 
} 
| | 
Description Considera- | Description Considera- 
| tion paid tion received 
| | g 
eee : ont Lancaster Stee] Products Corp $199, 728 
Guide Motor Lamp Manufactur- $914, 181 
ing Co 
North East Electric Co. -- | 11,710,394 
Day Fan Electric Co__- } 997, 354 
Allison Engineering Co. | 592, 168 
A-C Spark Plug Co., minority 5, 500, 000 | 
interest, 25 percent. | 
Butler Piston Co_- 150, 000 | 
Bendix Aviation Corp., stock 15, 090, 579 
interest. | | 
North American Aviation (Fok- 8, 884, 883 | 
ker Aircraft, etc.), stock in- | 
terest (includes subsequent 
stock purchases of General | 
Aviation, $253,888 and North | 
American Aviation, $848,654). 
Winton Engine Co-- : | 5, 898, 331 | Jaxon Steel Products Co 5, 172, 439 
Rickard Engineering Co_. | 50, 000 | 
Electro-Moiive Co- | 1, 194, 143 | 
a eT | : | National Plate Glass C > 9, 500, 900 
Packard Electric Co. __-. 1, 096, 783 | 
Sunlight Electrical Co....._._.__| 665, 000 | 
National Bank of Detroit, stock 9, 7: y 350 | 
interest. 
Heat Transfer Products Corp 200, 000 
ee a ee eae j..............] Transcontinental & Western Air, 1, 217, 904 
|  Inc., stock interest. 
International Freighting Corp., 75, 000 
stock interest. 
Sth, Bidet eas ahd ectitmdve ws opine lceeeeets re 
PO co corinne 159, 710 
Engineering Projects Co__.__..__| 185, 168 


1949 


1950 
1951 


1952 
1953 


1954 | 


1955 
1956 


1957 | 








Yellow Truck & Coach Manu- | 


facturing Co., minority stock | 
interest acquired in 1943. | 


Euclid Road Machinery Co.. 





18, 904, 401 


184, 163, 842 


National Bank of Detroit, 
interest. 


stock 


“Bendix Aviation Corp., stock in- 


in 1939-40). 


interest (includes $103,464 sold 
in 1937). 
Greyhound Corp., stock interest 
Kinetic Chemicals, Inc., stock 
interest. 
National City Lines, stock inter- 
st 


est. 
Associated Transport, Inc. 





, Stock | 
interest. 
Consolidated Freightways, stock 
| interest. 


| Broad Brook Co., stock interest 
| Hertz Drivurself Co., stock in- 
est. 


terest (includes $3,049,832 sold | 


North American Aviation stock | 


International Freighting Corp., | 


stock interest. 


20, 332, 787 
13, 418, 319 
11, 843, 397 


3, 631, 181 
9, 713, 079 
1, 026, 248 
143, 850 
82, 644 


1, 097, 650 
6, 492, 623 


136, 447 


88, 561, 305 


LA LE 


| 
| 
| 
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AC SPARK PLUG CO., FLINT, MICH. 
(25 percent minority interest) 


Date of acquisition: November 1929. 

Consideration paid: $5,500,000. 

What was bought: Stock representing the 25 percent minority interest of the 
company. 

Reason for acquisition: This company (originally the Champion Ignition Co.) 
was founded by W. C. Durant and Albert Champion in 1908 and came into General 
Motors in 1910 when Durant transferred his 75 percent interest to the corpora- 
tion. Champion's 25 percent minority interest in this company was acquired in 
1929 from the widow who desired to sell after Mr. Champion’s death in 1927. 


ALLISON ENGINEERING CO., INDIANAPOLIS, IND. 


Date of acquisition: April, 1929. 

Consideration paid: $592,168. 

What was bought: The Allison Engineering Co., an experimental and engineer- 
ing operation. Its physical property consisted of a small building in Indianapolis. 
Apart from its manufacture of a copper-lead bearing suitable for high-pressure 
loads in aviation work, it had no commercial line of products. However, it was 
au versatile engineering organization which had done development work on Army 
aircraft engines, a diesel engine for dirigibles, transmissions for aircraft 
propellers and a 150-horsepower engine for a “family” airplane. 

Reason for acquisition: In 1928, James Allison, the founder of the company, 
died. His estate was offered for sale first to two companies in the aircraft 
industry which were interested only in acquiring the patents and a few of the 
personnel. General Motor’s offer included a stipulation that the business would 
be kept intact in Indianapolis for at least 10 years. 

Allison Engineering’s research and experimental work was closely related to 
General Motors’ interest in internal combustion engine development. General 
Motors at that time was considering entry into the diesel field and into the 
aviation industry, particularly in connection with a small family airplane (see 
North American Aviation) for which Allison had been developing a smali engine. 
General Motors expected that the experience and know-how of the unit and 
personnel would be a valuable addition in connection with General Motors’ own 
experimental work; and General Motors know-how in mass production technique 
could be applied to the manufacture and distribution of the many potential new 
products in these fields. 

What was done with the property: For the first 10 years, General Motors 
invested approximately $4 million in the business for additional research with 
2 virtually unbroken record of unprofitable operation. A 750-horsepower dirigi- 
ble engine was developed but the principal development was the 1,000-horsepower 
liquid-cooled aircraft engine, the Allison V—1710. In 1939, General Motors put 
in an additional $6 million to build a plan for the manufacture of this engine 
at the request of the War Department. With the start of the defense program, 
General Motors assigned a management team with production, manufacturing, 
and engineering experts assembled from its plants throughout the country, to 
undertake full-scale production. During World War ITI about 70,000 aircraft 
engines were produced, or approximately 9 percent of the total United States 
engine production for the period. An initial price of $22,860 was reduced to 
89.304 by 1945 for an engine with 50 percent more horsepower than the original. 

Since World War II, Allison has continued experimental and development 
work for the defense program. In addition, extensive development work was 
also carried on for commercial transmission applications. It has been one of the 
principal producers of the jet engines for the Government and pioneered in the 
development of the turboprop engine. In September 1955 Allison received its 
first commercial order for an aireraft engine, the Allison 501-D13 for the 
American Airlines Electra. 

After World War II, Allison worked with Ordnance to design and develop a 
satisfactory tank transmission. Starting with the Korean emergency, produc- 
tion of these tank transmissions was greatly accelerated for use in tanks and 
other heavy Ordnance tactical vehicles. Production of these transmissions con- 
tinnes currently at a reduced schedule. 
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In order to keep its expanded facilities in production after the war, Allison 
was also put to work producing parts for diesel locomotives, transmissions and 
torque converters for heavy vehicles and for large diesel engines. 

Comparison of existing assets with assets acquired (excluding cash and 
securities) : At April 1, 1929, $699,000; at June 30, 1955, $213,186,000. 
Comparison of products manufactured 

At acquisition : Bearings. 

Current: 

Defense: Turbojet and turboprop aircraft engines; transmissions and 
power trains for tanks and other heavy ordnance tactical vehicles ; bearings 
for aircraft, tank engines, and tank transmissions. 

Commercial: Transmissions for heavy-duty vehicles and rail cars; torque 
converters; diesel engine blowers; marine reduction and reverse gears; 
diesel locomotive parts; precision bearings, turboprop engines for commer- 
cial aircraft. 

ARMSTRONG SPRING CO., FLINT, MICH. 


Date of acquisition : December 1923. 

Consideration paid : $1,623,186. 

What was bought: A plant located in Flint, Mich., manufacturing springs for 
passenger cars and trucks. 

Reason for acquisition: Mr. Armstrong acquired some spring making facilities 
in 1920 from the receiver of the Standard Parts Co. and at that time secured 
a temporary advance of $1 million from General Motors through Mr. Durant on 
the understanding that the advance would be refinanced elsewhere as soon as 
possible. After 3 years Mr. Armstrong was unable to refinance the advance and 
he was interested in selling. 

General Motors did not manufacture springs at that time. Mr. Knudsen, 
then in charge of Chevrolet, urged that the corporation should manufacture a 
conservative percentage of this important component in order to have one as- 
sured source of supply which could be developed by overtime operation to take 
eare of extra needs. 

What was done with the property: Production of springs for passenger cars 
and trucks was continued in the same location, which was operated as the Arm- 
strong spring division of the corporation. This activity was transferred to Buick 
Motor Division in May 1932 and has been integrated into Buick manufacturing 
operations. 

ASSOCIATED TRANSPORT, INC. 


(Stock interest) 


Date of disposal: August 1950. 

Consideration received: $143,850. 

What was sold: 1,500 shares of preferred stock. 

Reason for sale: Associated Transport was a trucking company operating in 
the Middle Atlantic, Eastern, and Northeastern States. In order to provide 
additional working capital for the company, Yellow Truck & Coach Manufactur- 
ing Co. purchased 1,500 shares of nonvoting preferred stock. 

In 1950 General Motors (after its acquisition of complete ownership of Yel- 
low Truck & Coach Manufacturing Co.) sold the stock in accordance with its 
policy of disposing of minority equity investments. 


BEARINGS SERVICE CO. 
(50 percent stock interest) 


Date of disposal: December 1922. 

Consideration received: $44,030. 

What was sold: This company was organized in 1916 as a joint sales and 
service agency for Hyatt and Timken bearings. Upon acquisition of Hyatt 
through United Motors Corp., General Motors acquired Hyatt’s 50-percent in- 
terest in Bearings Service Co. In 1922, service of General Motors’ bearings pro- 
duction was taken over by United Motors Service and General Motors sold its 
interest in the Bearings Service Co. to Timken. 
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BENDIX AVIATION CORP. 


(23 percent stock interest ) 
Date of disposal: 


BORER DA ic picts sinddbebamacciaabtainnuee. Seu ..._Shares.. 100, 010 

Veer IAB sash a tlie eh Dl Aa do__.. 399, 990 
Consideration received : 

TN, TR igs ci ise oe a ah eee P eyss Sid bee ih $3, 049, 832 

Year 1948 


ee ec iiaceaen 10, 368, 487 





sa spect rae eee aie oan ome ee ene uic mincsesearcciieees 13, 418, 319 


What was sold: A total of 500,000 shares of common stock of Bendix Avi- 
ation Corp., acquired in 1929 at an investment of $15,090,579. 

Reason for sale: Bendix Aviation Corp. was founded in 1929 as a consolida- 
tion of several companies in the aviation and automotive accessories field. It 
manufactured parts for airplanes, wheels and brakes, carburetors, magnetic 
starters, ignition equipment, ete. It owned and controlled many important 
patents in these fields and had a highly qualified technical organization with 
prospects of achieving future advances in these fields. 

General Motors acquired 23.8 percent interest in the capital stock in con- 
nection with its program to enter the aircraft business (see North American 
Aviation). 

In. 1948, in accordance with its policy of disposing of minority equity invest- 
ments, General Motors sold the stock. 

At that time, Bendix operated 11 plants and was 1 of the principal manu- 
facturers of aviation, automotive, marine and radio accessories and products, 
including braking systems, carburetors, landing gears, instruments, marine 
communication systems, and radio equipment. Its total assets amounted to 
approximately $123 million. 


BONDALL CORP., ST. LOUIS, MO. 


Date of acquisition: June 1939. 

Consideration paid: $159,710. 

What was bought: The assets of the Bondall Corp. which had developed a 
new and promising type of clutch facing and also a satisfactory brake lining. 
No substantial commercial production had been undertaken by this company 
at the time of acquisition. Bondall owned no building of its own but operated 
out of a small space on one floor of a leased building. 

Reason for acquisition: The owner was anxious to dispose of the company 
because it was losing money, and because his manager was desirous of getting 
out of the business. General Motors felt the products were an improvement 
and desired to put them into production. 

What was done with the property: Inland Manufacturing division of Gen- 
eral Motors Corp. moved the operations to their Dayton plant shortly after 
the purchase where more adequate engineering facilities would enable them 
to further develop the products. Soon after moving to Dayton the manufac- 
ture of the clutch facings was discontinued because the product as developed 
by Bondall was not marketable in light of further improvements in this field. 
The Bondall-type brake lining was improved by Inland and the improved prod- 
uct is still manufactured and sold. 


BROAD BROOK CO., BROAD BROOK, CONN. 
' (49.9 percent stock interest) 


Date of disposal: November 1953. 

Consideration received : $1,097,650. 

What was sold: 49.9 percent interest in the Broad Brook Co., consisting of 
9,980 shares of common stock. The company was engaged in the manufacture 
of woolen fabrics for clothing and automotive uses at a plant in Broad Brook, 
Conn. 

Reason for sale: General Motors’ interest in this company originated through 
Fisher Body which had acquired it in 1919. At that time almost all quality 
woolens of a type desired by Fisher for closed bodies had to be imported from 
England. Broad Brook was a small United States manufacturer producing this 


ot ea lel RCT a iit 
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type of quality cloth for clothing, and the investment was made by Fisher for 
the purpose of stimulating and encouraging United States production of quality 
woolens for automotive uses and in that connection to obtain knowledge of cost 
and quality of woolen fabrics for the development of a satisfactory product for 
closed cars at a reasonable cost. 

In 1953, the stock was sold in accordance with General Motors’ policy of dis- 
posing of minority interests in companies engaged in unrelated activities. 


BROW N-LIPE-CHAPIN CO., SYRACUSE, N. Y. 


(78 percent interest ) 


Date of acquisition : December 1922. 
Consideration paid: $7,000,200. 


What was bought: A 78 percent stock interest in the Brown-Lipe-Chapin Co. 
‘This company had been the principal supplier of differential gears for General 
Motors cars almost from the latter’s birth and Durant had acquired a 22 percent 
stock interest in 1910. The company had a plant located in Syracuse, N. Y. 

Reason for acquisition: In 1922, Genera] Motors was interested in expanding 
production and improving processes of this important automotive part. This 
was difficult with a minority stock interest. When the opportunity arose to 
acquire complete ownership of the company, General Motors bought out the 
outside interests. 

What was done with the property: The Brown-Lipe-Chapin Co. continued to 
manufacture differential gears, affiliated with General Motors as a division. In 
1933, gearmaking operations were transferred elsewhere within General Motors. 
In 1936, Guide Lamp division took over the plant in Syracuse, N. Y. for the 
production of lamps, bumper guards, and hubcaps. This operation continued 
until 1942 when lamp production was returned to Guide Lamp’s Indiana plant 
and the Syracuse operation was established as the Brown-Lipe-Chapin division 
of General Motors. 

This division of General Motors now produces the following products: 

Commercial: Hubcaps, wheel disks, bumper guards, radiator grilles, zinc 
diecastings, miscellaneous chrome-plated parts. 

Defense : Compressor stator blade carrier assemblies ; turbine stator blades 
for Sapphire jet engines. 


BUTLER PISTON CO., INDIANAPOLIS, IND. 


Date of acquisition : February 1929. 

Consideration paid : $150,000. 

What was bought: Land, buildings, machinery, equipment, and inventory of 
a small, unincorporated company operated by Charles R. Butler primarily as a 
large experimental shop for development of aluminum pistons, but which also 
produced aluminum pistons for the diesel engine trade. 

Reason for acquisition: Butler and his chief engineer had done a great deal of 
design work on aluminum pistons and it was felt they would be valuable men 
to have in the General Motors organization. 

What was done with the property: Piston production was continued at Indian- 
apolis for about 2 years, at which time operations were transferred to Anderson, 
Ind. The Indianapolis property was idle for several years and from 1934 to 
1942 was rented to various Government agencies at a nominal monthly rental. 
In 1942 the property was sold for $5,500. The equipment was retired by 
obsolescence or was worn out and discarded. 

Piston production was continued at Anderson until 1944 when the operation 
was transferred to Allison-Bedford Foundry which later became Fabricast divi- 
sion and is still in operation and among other items produces small quantities 
of aluminum pistons for Cleveland Diesel Engine division. 


CONSOLIDATED FREIGHTWAYS, INC. 


(Stock interest) 


Date of disposal : December 1951. 

Consideration received : $82,644. 

What was sold: 5,000 shares of common stock and 294 shares of preferred 
stock of the Consolidated Freightways, Inc. 
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Reason for sale: In 1941, Pacific Midland Co., a trucking company on the west 
coast was in need of capital for expansion. Yellow Truck & Coach Manufac- 
turing Co. purchased nonvoting preferred stock in order to assist in providing 
such capital. Pacific Midland was liquidated in 1943 and, as a result of the 
dissolution, Yellow Truck & Coach Manufacturing Co. received common and 
preferred stock of Consolidated Freightways, Inc. 

In December 1951, General Motors (after having acquired complete ownership 
of Yellow Truck & Coach Manufacturing Co.) sold its holdings in Consolidated 
Freightways in accordance with its policy of disposing of minority stock interests. 


DAY FAN ELECTRIC ©CO., DAYTON, OHIO 


Date of acquisition: September 1929. 

Consideration paid: $997,354. 

What was bought: The Day Fan Electric Co., which manufactured Day 
Fan radios under a general license and also produced fractional horsepower 
motors for certain refrigeration and pump companies, and desk and ceiling 
fans. 

Reason for acquisition: The primary object of buying Day Fan was to 
acquire a license which Day Fan had to make radios. This was believed to be 
necessary because negotiations with the owners of controlling radio patents 
had resulted only in an offer to give General Motors a license limited to 
the manufacture of radio sets for automobiles. General Motors did not 
consider it feasible to manufacture radios at low cost without being free to 
go into the general market, including household sets. 

What was done with the property: The radio assets of Day Fan were taken 
over by the General Motors Radio Corp. which was formed to manufacture 
and sell car and household radio sets. The venture was unsuccessful and the 
General Motors Radio Corp. was liquidated in January 1933. The remainder 
of the Day Fan assets were assumed by Delco Products Co. 


DOEHLER DIE CASTING CO., BROOKLYN, N. Y. 
(40 percent stock interest) 


Date of disposal: March 1924 through March 1925. 

Consideration received: $1,160,000. 

What was sold: General Motors 40-percent stock interest, common and pre- 
ferred, which had been acquired by Durant in 1918. This company was a success- 
ful, going concern and was a pioneer in the field of diecasting of the softer metals. 

In 1924, Mr. Doehler, the head of Doehler Die Casting Co., was desirous 
of withdrawing some of his capital from the business in order to diversify his 
investments. A refinancing plan was proposed requiring the addition of 
new capital. It was determined by General Motors that its capital could be 
better employed in its own operations. Accordingly, it was decided to sell 
its interest. 

ELECTRO-MOTIVE CO., CLEVELAND, OHIO 


Date of acquisition : November 1930. 

Consideration paid: $1,194,148. 

What was bought: The Electro-Motive Co., which had no manufacturing facili- 
ties. It was engaged in the business of designing, selling, and servicing rail cars, 
powered by gasoline-electric engines for use on railroad branch lines and inter- 
arban operations. Equipment was built to the company’s specifications by outside 
suppliers and the complete rail-car unit assembled by outside car builders. 

Reason for acquisition: By 1930, Electro-Motive’s business prospects were dim- 
ming. Gasoline prices had gone up reducing the economic advantage of gas-electric 
cars over steam. At the same time the railroads were demanding more horsepower 
so that there seemed no future for a gas rail car unless a new lightweight engine 
producing in excess of 800 horsepower could be developed. Electro-Motive had 
secured its gas engines from Winton and was aware of Winton’s move to General 
Motors. An association with General Motors. in view of this research project, 
seemed the answer to the Electro-Motive problem. 

From General Motors’ standpoint, its diesel research pointed to rail transporta- 
tion as a major field for the application of diesel power. Electro-Motive’s manage- 
ment could contribute its knowledge of the technical problems involved in the 
application of power for railroad usage. 
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What was done with the property: For 2 years after the acquistion, Electro- 
Motive’s rail car business was virtually at a standstill and the company’s opera- 
tions were conducted at a loss. Attention of its presonnel was increasingly occu- 
pied in working with General Motors research in the development of the 2-cycle 
diesel then being developed in Detroit. The first model was eventually built at 
Winton (see Winton Engine Co.). In 1933, the Electric-Motive facilities were 
merged with Winton and in the same year the first order was received for a 
2-cycle, diesel-powered locomotive, the Burlington Zephyr. During these 3 years 
after acquisition, General Motors invested several million dollars in the Electro- 
Motive operation while the enterprise was operating in the red. In 1935, General 
Motors embarked upon mass production of diesel electric locomotives through a 
new BHlectro-Motive division established at a plant constructed at LaGrange, IIL, 
and thus began a new industry and a new product which eventually supplanted 
steam locomotives on United States railroads. 

Comparison of existing assets with assets acquired (excluding cash and secu- 
rities) : Electroc-Motive Co., November 30, 1930, $1,276,000; Electric-Motive divi- 
sion, June 30, 1955, $130,874,000. 


Comparison of products manufactured 


Before acquisition : No manufacture, design only. 

Current: General purpose locomotives, switcher locomotives, freight locomo- 
tives, passenger locomotives, export locomotives, Canadian and export components, 
service parts, overhaul and rebuilding of locomotives, mobile and stationary power- 
generating equipment. 


ENGINEERING PROJECTS, INC., DAYTON, OHIO 


Date of acquisition: June 1940. 

Consideration paid: $185,168. 

What was bought: The assets of Engineering Projects, Inc., which consisted 
principally of office equipment and patents. The company had 20 employees and 
operated out of leased premises. It was an experimental and development organ- 
ization which had made progress in a new type of variable pitch, hydraulically 
activated, hollow-steel propeller blade. 

Reason for acquisition: The owners of Engineering Projects were unable to 
obtain capital to expand their experimental work and to go into commercial 
production. They had been attempting to work out arrangements either for 
selling the firm or for attracting new capital. Two other companies then pro- 
ducing propellers were approached as was a third company in the aviation 
manufacturing business but no satisfactory arrangements were arrived at. Gen- 
eral Motors was approached and the sale was concluded. 

General Motors was interested because this activity fitted in with the aircraft- 
engine-development program at its Allison division. 

What was done with the property: Development work was continued and 
expanded. Production of propeller assemblies was undertaken and for this 
purpose a plant and office building were constructed at Dayton and additions 
were subsequently made thereto in order to meet production requirements. 
Actuator assemblies, air-driven equipment, and turbine components associated 
with the aircraft industry have also been added as production items. This oper- 
ation is now known as aeroproducts operations—Allison division. 

Comparison of existing gross assets with assets acquired (excluding cash and 
securities) : At June 1, 1940, $194,000; at June 30, 1955, $23,113,000. 


Comparison of products manufactured 
At acquisition: Experimental production only of hydraulically operated hollew 
steel propeller blades and hubs. No commercial manufacture. 


Current: Propeller assemblies, actuator assemblies, air driven equipment, 
turbine components, hydraulic starters for diesel engines. 





THE EUCLID ROAD MACHINERY CO., EUCLID, O1iI10 


Date of acquisition: September 1953. 

Consideration paid: $18,904,401. 

What was bought: The net assets of the Euclid Road Machinery Co. This 
company had plants in Euclid, Ohio, and Edinburgh, Scotland, which were en- 
gaged in the manufacture and distribution of off-the-road earth-moving equip- 











ADMINISTERED PRICES 3849 


ment, consisting principally of rear-dump trucks, bottom-dump trucks, self-pro- 
pelled scrapers, and power loaders. 

Reason for acquisition: Euclid was one of the smaller companies in the 
earth-moving-equipment industry with production concentrated principally on 
dump trucks on which there was a limited volume. The Euclid management 
believed it needed to expand its line, particularly into the crawler tractor field, 
in order to compete successfully with its larger, full-line competitors but did 
not have sufficient capital for this purpose. It, therefore, approached General 
Motors. 

Two years before the negotiations, General Motors had begun a study of the 
possibilities of entering the off-the-road truck and earth-moving industry through 
its GMC truck and coach division and had established an engineering depart- 
ment for this purpose. It was believed that General Motors could make a sub- 
stantial and needed contribution in this important and growing field through 
application of its mass-production techniques and adaptation of its technical 
proficiency in heavy-duty transmissions, diesel power, heavy-duty trucks, and 
tanks. Development of higher powered and more efficient equipment was par- 
ticularly necessary for reduction of costs in the Nation’s multi-billion-dollar 
road-building program. General Motors had been unable to interest the princi- 
pal earth-moving-equipment manufacturers in the application of hydraulic 
transmissions to such equipment with great increases in efficiency, although it 
had spent over $2 million in designs and applications and even in construction 
of pilot models in such an effort. Obtaining the services of the able manage- 
ment of the Euclid Co. with its experience in the industry appeared to be an 
opportunity to advance effectively General Motors activities in this new field. 

What was done with the property: Experimental and development work at 
Euclid has been greatly enlarged and many of the General Motors personnel en- 
gaged in this work were transferred to Euclid. Many new models and designs 
have been put into production and others are in the process of development. One 
of the additions to the line, a 388 horsepower (2 engines at 194 horsepower each) 
crawler-type tractor powered by twin diesels, with hydraulic transmission, was 
designed by General Motors prior to its acquisition of Euclid and is now being 
produced in a new plant. Its usage on the Indiana turnpike has been regarded 
as reducing earth-moving costs by 50 percent. 


FISHER BODY CORP., DETROIT, MICH. 
(40 percent minority interest) 


Date of acquistion: June 1926. 

Consideration paid : $60,593,434. 

What was bought: The remaining 40 percent minority interest in the Fisher 
Body Corp. 

Reason for acquisition: In 1919, General Motors, under Durant, acquired 60 
percent of the stock of Fisher Body Corp. under arrangements which left the 
Fisher brothers in control of the management. At the same time a contract was 
made with Fisher for the supply of General Motors’ requirements of bodies on a 
cost-plus-profit basis. 

In the early 1920’s, with the increase in volume due to increases in General 
Motors car sales and increases in usage of closed bodies, Fisher had to build new 
plants—also many of its old plants were not properly located. Fisher was un- 
willing to seek new capital for this expansion. In addition the cost-plus-profit 
contract had become undesirable as General Motors, under this contract, was 
purchasing closed bodies from Fisher at prices not competitive with those of 
other closed body manufacturers. ‘The presence of the minority stockholders and 
recognition of their rights made it impossible for General Motors to secure the 
needed price reductions under the contract, and, in addition, to expand and 
integrate Fisher body plants across the country in keeping with the then rapidly 
expanding General Motors passenger car volume. Complete ownership enabled 
General Motors to expand and coordinate body production with engine and chassis 
production and to secure operating economies which were impossible under 
separate operation. 
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GENERAL LEATHER CO., NEWARK, N. J. 


(50 percent stock interest ) 


Date of disposal ; May 1924. 

Consideration received : $1 million. 

What was sold : 10,000 shares of stock of the General Leather Co. 

Reason for sale: In 1920, General Motors was a large user of leather for up- 
holstering cars when Mr. Durant purchased a half interest in the General Leather 
Co. of Newark, N. J. In 1923, operations of the business became less and less 
satisfactory due principally to internal disputes between the executives of General 
Leather. It was felt that skillful management would be required to restore the 
situation, but the leather business was something about which General Motors 
executives knew comparatively little. When an offer was made by outside 
interests to purchase General Motors’ stockholdings, it was welcomed and 
accepted. 

GOODYEAR TIRE & RUBBER CO., AKRON, OHIO 


(Minor stock interest) 


Date of disposal : January 1921. 

Consideration received : $63,802. 

What was sold: 3,968 shares of Goodyear common stock which were acquired 
early in 1920. 

Reason for disposal: In 1920, Durant acquired 3,968 shares of stock in the 
Goodyear Tire & Rubber Co. In 1921, in connection with the reorganization of 
the operations by the new management, it was felt that General Motors had no 
interest in the rubber business from a manufacturing standpoint. In addition, 
eash was needed because of General Motors financial condition and the stock 
was sold at a loss of $494,947. 


GREYHOUND CORP. 
(3% percent stock interest) 


Date of disposal: April 1948. 

Consideration received : $3,631,181. 

What was sold: Approximately 3%, percent interest in common stock of the 
Greyhound Corp. 

Early in 1930, Yellow Truck & Coach provided a small amount of capital to 
two intercity bus operators, to which it had been supplying buses, to assist 
them in needed expansion of operations. These operators were not in good 
financial condition and with the depression underway had not been able to get 
capital elsewhere. One was Blue & Grey Transit Co., which operated between 
Richmond and Washington and north to New York. The other was Camel City 
Coach, which operated between Washington, Richmond, and South Charleston. 
In September of 1930, Camel City and Blue & Grey Transit, to permit operating 
economies, merged into the National Highway Transport Corp., and Yellow 
Truck’s stock in Camel City and Blue & Grey was exchanged for stock in 
National Highway Transport. Yellow Truck’s stockholding constituted a mi- 
nority interest. In 1931, Greyhound Corp. acquired part of Yellow Truck & 
Coach Manufacturing Co.’s interest in National Highway Transport (subsequent 
to which the name was changed to Atlantic Greyhound Lines, Inc.) and the 
balance in 1934. 

This was done through an exchange of shares so that as a result of its original 
interest in Blue & Grey Transit and Camel City, Yellow Truck & Coach, as of 
August 1934, held a stock interest in the Greyhound Corp. amounting to approxi- 
mately 3% percent of the total stock of Greyhound. 

In 1948 (after having acquired complete ownership of Yellow Truck & Coach 
Manufacturing Co., now GMC truck and coach division), General Motors, in 
accordance with its policy of disposing of minority equity investments, sold its 
stockholdings in Greyhound Corp. in the open market. 


GUIDE MOTOR LAMP MANUFACTURING ©0O., CLEVELAND, OHIO 


Date of acquisition : October 1928. 

Consideration paid: $914,181. 

What was bought: A plant located in Cleveland, Ohio, manufacturing auto- 
mobile-lighting equipment. 
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Reason for acquisition: In 1928 General Motors, which had been heretofore 
manufacturing only taillamps through Delco-Remy, commenced the manufacture 
of headlamps. When the owners of Guide, which manufactured headlamps and 
taillamps, offered its properties to General Motors, this seemed an opportune way 
of expediting General Motors entrance into the headlamp business, especially 
since Guide’s management personnel was expert in this field. 

What was done with the property: Upon acquisition, this company was made 
part of the Delco-Remy operations. All headlamp business was concentrated at 
Guide in Cleveland and taillamp business at Delco-Remy in Anderson. In Janu- 
ary 1929 all lamp activities were divorced from Delco-Remy and the Guide Lamp 
Corp. was formed, with plants in Anderson, Ind., and Cleveland, Ohio. Produc- 
tion of lamps was continued in Cleveland until construction of a new factory 
building in Anderson in 1930, at which time activities were concentrated in Ander- 
son. In 1933 the Anderson operation became the Guide lamp division. The Cleve- 
land property was transferred to the Cleveland diesel engine division. 

Comparison of existing gross assets with assets acquired (excluding cash and 
securities): At January 31, 1929, $2,620,000; at June 30, 1955, $36,235,000. 
Comparison of products manufactured 


At acquisition: Automobile-lighting equipment. 

Current: Automobile-lighting equipment, mirrors, traffic-light viewers, turn- 
signal switches, reflex reflectors, stampings, die castings, molded plastic parts, 
Autronic Eye automatic headlamp controls. 


HEAT TRANSFER PRODUCTS CORP., HUNTINGTON, IND. 


Date of acquisition : October 1934. 

Consideration paid: $200,000. 

What was bought: The principal assets of Heat Transfer Products, including 
name of company, machinery, tools and inventory, and a license for the manufac- 
ture of a new type of condenser and evaporator. 

Heat Transfer Products Corp. was a subsidiary of Caswell-Runyan Co., manu- 
facturers of wood products. It had been incorporated on August 10, 1933, for the 
manufacture of the new type condenser and evaporator. 

Reason for acquisition: The owners of Heat Transfer Products Corp. ap- 
proached Frigidaire division of General Motors offering this activity for sale since 
se were primarily interested in the manufacture and sale of wood products, 
i. e., cedar chests and radio cabinets. Frigidaire had purchased a number of 
cunianiaan and evaporators for test purposes from Heat Transfer Products Corp. 
These devices were used in connection with the compressor on a refrigerator. 
Frigidaire felt that the Heat Transfer type had advantages in respect to cost of 
manufacture. 

What was done with the property: Frigidaire division produced condensers and 
evaporators of the Heat Transfer type until 1936. After that date, Frigidaire 
used an improved type of condenser and evaporator of its own design. Harrison 
Radiator division continued for a period to manufacture the Heat Transfer con- 
denser and evaporator since this type of construction was applicable to Harrison 
products. These items are now no longer produced. 


HERTZ DRIVURSELF COMPANIES AND STERRETT OPERATING SERVICE, INC. 


Date of disposal: August 1953. 

Consideration received: $6,492,623. 

What was sold: Substantially all of the outstanding stock of the Hertz 
Drivurself companies and Sterrett Operating Service, Inc. The Hertz Drivur- 
self companies comprised six corporations, which were engaged in the business 
of renting passenger cars and trucks in different sections of the country. The 
Sterrett Operating Service, Inc., was engaged in renting trucks. 

Reason for sale: The rental of passenger cars had been commenced by Hertz 
prior to the merger of Yellow Cab Manufacturing Co. with Yellow Truck & 
Coach Manufacturing Co. (see Yellow Truck & Coach Manufacturing Co.). 
At that time the cars used were the taxicab type of heavier construction which 
were thought needed for the type of hard service which rental cars would get. 
Yellow Cab Manufacturing Co. had just started the business and was the first 
company in the field. Yellow Truck & Coach developed and expanded the 
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business in order to demonstrate the value and need for such a service and, 
hence, to broaden the automobile market. 

After the war, it became increasingly apparent that the rental business was 
growing rapidly and in order to compete successfully, that additional capital 
would have to be put into Hertz and its organization considerably expanded. 

It was felt that General Motors’ original objective of demonstrating the need 
and profitability of the car and truck rental business had been accomplished. 
Since Hertz was a service business, in which General Motors had no special 
competency, rather than a manufacturing business, General Motors decided to 
dispose of its interest in accordance with its policy of getting out of businesses 
in which it could no longer make a real contribution. 

In 1953, therefore, offers for the business were entertained and the stock 
was sold to the Chicago Motor Coach Co., a subsidiary of the Omnibus Corp. 


INDEPENDENT LAMP & WIRE CO. AND NOVELTY INCANDESCENT LAMP CO. 


Date of disposal: December 1921. 

Consideration received : $1,205,000. 

What was sold: In 1910, General Motors through Durant acquired a 75 per- 
cent interest in the Novelty Incandescent Lamp Co. In the same year Durant 
also acquired an 80 percent interest in the Heany Co., a holding company con- 
trolling the Heany Lamp Co. and other associated companies (subsequently 
ealled Independent Lamp & Wire Co.). These companies were active in the 
manufacture of incandescent electric lamps, wire, etc. under patents which 
were subsequently declared invalid. 

As a result, in 1921, the assets of Independent Lamp & Wire Co. and Novelty 
Incandescent Lamp Co. were sold and the companies dissolved. 


INTERNATIONAL FREIGHTING CORP., NEW YORK, N. Y. 


(One-third stock interest) 


Date of disposal: October 1956. 

Consideration received: $136,447. 

What was sold: One-third common stock interest (150 shares) in the Inter- 
national Freighting Corp., a small shipping company operating three ships under 
charter, principally in the east coast-South American trade. 

Reason for sale: In 1935, General Motors overseas operations division was a 
big user of cargo space and was seriously concerned with increased freight rates 
on oceangoing shipments. It also had some shipping to South American ports. 
It was decided to purchase an interest in an existing company with the advantage 
of (1) securing some protection against shipping shortages in the South Ameri- 
ean trade and (2) acquiring firsthand knowledge of the cost of operating ships 
as a guide to determining fair shipping rates. 

In October 1956, General Motors Corp. disposed of its one-third equity interest 
for $136,447. It was felt that the purposes underlying the purchase of a minority 
interest had been realized and no longer existed. Consequently, the minority 
interest was sold in keeping with the General Motors policy of disposing of 
minority stock interests. 


JAXON STEEL PRODUCTS CO., JACKSON, MICH. 


Date of disposition: June 1930. 

Consideration received : $5,172,639. 

What was sold: Jaxon Steel Products came into General Motors on December 
31, 1918, as a part of United Motors. Jaxon Steel manufactured wood and wire 
wheels and parts and supplied these parts to other General Motors operations 
and 10 other car manufacturers. 

Reason for sale: Kelsey-Hayes Wheel Co. had developed certain machines for 
the manufacture of wheels which made it possible to produce wheels at low 
costs. In order to obtain the lower costs made possible by the use of this method, 
and because the management personnel at Jaxon had shown no special com- 
petency in this field, General Motors decided to discontinue Jaxon Steel as a 
source of supply for wheels and to place half its wheel business with Kelsey- 
Hayes, and the Jaxon plant was sol¢. 
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KINETIC CHEMICALS, INC. 
(49 percent stock interest ) 


Date of disposal: December 1949. 

Consideration received : $9,713,079. 

What was sold: A 49-percent interest (9,800 shares) in the Kinetic Chemicals, 
Ine., a company with plants at Deepwater, N. J., and East Chicago producing 
Freon, a chemical used as a refrigerant and in aerosol bombs and other fluorine 
compounds. 

Reason for sale: General Motors had a 49-percent interest in Kinetic Chemi- 
cals, Inc. This company was formed in 1980 with Du Pont to manufacture the 
refrigerant Freon (a fluorine compound), an important invention of General 
Motors supplanting the toxic, inflammable refrigerants theretofore used. By 
the late 1940's, it appeared that, as a nontoxic and noninflammable refrigerant. 
Freon, had been perfected and the attention of Kinetic was turned more and 
more to the development of other fluorine compounds for the chemical industry. 
General Motors’ principal objectives—the perfecting of a safe refrigerant and 
establishment of a commercially successful source of supply—had been accom- 
plished. Therefore, in accordance with its policy of disposing of interests in 
fields in which it could not make a contribution, General Motors sold its holdings 
to Du Pont. 

LANCASTER STEEL PRODUCTS CORP., LANCASTER, PA. 


Date of disposal: June 1927. 

Consideration received : $199,728. 

What was sold: A cold rolling mill occupying about 9 acres principally for 
the production of bearing steel of which a large percentage of the output was 
supplied to the Hyatt Roller Bearing Co. The company was owned by the origi- 
nal owner of the Hyatt Roller Bearing Co. and was acquired by General Motors 
from them in 1918 at about the time of the acquisition of United Motors (which 
then included Hyatt). 

Reason for sale: In 1925 the Hyatt Roller Bearing Co., which purchased 
approximately half of the cold rolled bearing steel produced by Lancaster Steel, 
shifted to the use of a new type of hot rolled steel which reduced its cost of 
production. On account of competition and freight disadvantages, Lancaster 
Steel was unable to replace the Hyatt business with profitable business; there- 
fore, it was considered advisable to dispose of the Lancaster operation. The 
Lancaster Steel Products Corp. was liquidated at a loss and the plant and facili- 
ties were sold. 

NATIONAL BANK OF DETROIT, DETROIT, MICH. 


(51 percent common stock interest) 


Date of disposal : 1945. 

Consideration received : $20,332,787. 

What was sold: Shares and the rights of the common stock of the National 
Bank of Detroit. 

Reason for sale: In 1933, after the bank failures, Detroit was left overnight 
without banking facilities. A crisis arose when several efforts by community 
leaders and local officials to supply banking facilities failed. General Motors, 
at the request of the United States Government, agreed to organize the Na- 
tional Bank of Detroit and to subscribe to its entire common stock. The 
Reconstruction Finance Corporation at the same time subscribed for the pre- 
ferred stock. In the same year, General Motors made a public offering of 
all of its National Bank of Detroit common stock at cost, on either a cash 
or a time-payment basis; which resulted in the sale of 22.2 percent of the 
total. Also, during the years 1935 through 1941, additional sales were made. 
In 1945, the remaining stock interest (51 percent of the total) was sold to a 
group of investment bankers for resale to the public. This sale effected the 
complete liquidation of this investment. 

The National Bank became, and was at the time of disposal of the General 
Motors holdings, one of the leading commercial banking institutions in Detroit. 
From the beginning, General Motors’had publicly stated that this investment 
was purely an emergency measure and temporary in nature. The acquisition 
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of this stock was made during the bank crisis of 1933 when no other private 
group seemed capable of supplying banking facilities. It seemed essential that 
the corporation temporarily should take whatever steps were needed to protect its 


own interests, and the interests of the community in which it had such a large 
stake. 


NATIONAL CITY LINES, INC. 
(Stock interest ) 


Date of disposal: Common stock, May 1949; preferred stock, December 1949. 

Consideration received: Common, $401,998; Preferred, $624,250; total, 
$1,026,248. 

What was sold: 63,014 shares of common stock and 12,500 shares of preferred 
stock of the National City Lines, Inc. 

Reason for sale: During the 1930’s, motor coaches were a new industry for 
urban transportation. Although the motor transportation of passengers had 
certain advantages over the streetcar, these were not yet generally recognized. 
With depressed conditions in the transportation industry, regular sources of 
capital were unavailable to the pioneering motor coach operators. National 
City Lines was engaged in converting bankrupt street railway systems to bus 
transportation. Yellow Truck & Coach Manufacturing Co. invested in non- 
voting preferred and in common stock in National City Lines in order to supply 
working capital which was not available elsewhere in order to get the company 
started with the idea of thereby broadening the motor coach market. 

After the end of World War II, General Motors (by then having full owner- 
ship of Yellow Truck & Coach Manufacturing Co.) turned its attention to dis- 
posing of these stockholdings as soon as there was a favorable market, in 
accordance with General Motors’ policy of disposing of minority equity invest- 
ments not directly related to its major interests. 


NATIONAL PLATE GLASS CO., OTTAWA, ILL. 


Date of disposal: July, 1931. 

Consideration received: $9,500,000. 

What was sold: The real estate, buildings, machinery, equipment, patents 
and licenses and all other assets (excepting cash and receivables) then owned 
in or near the city of Ottawa, Ill., were sold to the Libbey-Owens-Ford Glass Co. 

Reason for sale: Prior to World War I, Belgium was the chief source of plate 
glass. Destruction of Belgian plants during the war created a shortage of this 
commodity in the United States which in turn threatened to restrict manufac- 
ture by Fisher Body of the new closed body designs then coming into fashion. 

In 1920, Fisher went into the plate-glass business through National Plate 
Glass for the purpose of expanding production and thus overcoming the shortage 
which was limiting closed body manufacture. 

By 1931 the technology and economics of the business made it apparent that 
low-cost operation could not be continued solely on the basis of supplying glass 
for automotive needs and that it would be necessary to enter into the general 
manufacture and distribution of plate glass and allied products. The manage- 
ment personnel had been able to make little contribution in this field of manu- 
facture and it was felt that this would not be in the area of General Motors 
special competency. It was, therefore, decided to get out of the glass business 
entirely. Negotiations resulted in the sale, in 1931, of the facilities of National 
Plate Glass Co. to the Libbey-Owens-Ford Glass Co. of Toledo, Ohio, which 
in turn contracted to supply General Motors’ automotive glass requirements. 


NORTH AMERICAN AVIATION, INC. 
(29.11 percent interest) and other aviation holdings 


Date of disposal: June, 1948. 

Consideration received: $11,848,397. 

What was sold: 1,000,061 shares of North American, representing approxi- 
mately 29.11 percent of outstanding stock. 

Background: In 1929 there was a growing feeling that the aviation industry 
showed possibilities of growth, both for commercial and _ individual 
transportation. 
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A four-passenger family-type airplane was being seriously considered for 
family transportation. Ford had already gone into the manufacture of air- 
planes and was producing single motor and trimotor airplanes. General Motors 
believed it should associate itself with the aviation industry so that it would 
be able to evaluate developments in the industry and to determine better 
General Motors’ future policy in this field. 

In addition, General Motors recognized the close relationship in an engineer- 
ing and technical way between the airplane and motor car and wanted to be 
in contact with technical advancements in the aircraft industry, from the 
standpoint of airframes as well as accessories (see Bendix) and engines (see 
Allison). 

Because the engineering ai.d manufacturing problems of aviation were so 
closely related to the operation of airlines, it appeared essential in the develop- 
ment stage of the industry at least, that General Motors obtain a position in 
both operating and manufacturing phases of the business. 

A summary of General Motors’ activities in the aircraft industry follows: 


1. Fokker Aircraft Corp. (General Aviation Corp.) 


In 1929 General Motors acquired 40 percent of the common stock of Fokker 
Aircraft Corporation of America, a holding company which owned the Atlantic 
Aircraft Corp., of Hasbrouck Heights, N. J., and the Metalair Corp., of Glen- 
dale, W. Va., both of which companies were manufacturers of Fokker aircraft. 

Cost of the stock in Foker Aircraft Corp. was $7,782,341. Additional open 
market stock purchases of $253,888 resulted in a total investment of $8,036,229 
representing approximately a 48 percent interest. 

In June 1930, the name of this company was changed from Fokker Aircraft 
Corp. to General Aviation Corp. and operations were consolidated in a plant 
at Dundalk, Md., incorporated as General Aviation Manufacturing Corp. 


2. Western Air Express Corp. and Transcontinental & Western Air, Inc. 


In the early 1930’s, General Aviation Corp. purchased a 29-percent interest in 
Western Air Express Corp., which company operated airlines carrying passengers 
and mail from San Diego to Salt Lake City, Cheyenne to Amarillo, and Pueblo 
to El Paso. Subsequent acquisitions of Western Air Express Corp. stock in- 
creased the holdings to 36.6 percent of the issued stock. Western Air Express 
owned 47.6 percent of the stock of the newly formed Transcontinental & Western 
Air, Inc. (TWA), a transcontinental airline. 


8. North American Aviation, Inc. 


In April 1933, General Aviation Corp. was merged with North American Avia- 
tion, Inc., by exchanging substantially all of General Aviation assets for a 43.26 
percent stock interest in North American Aviation, Inc. Also in April 1933, 
General Motors purchased 8.74 percent of North American Aviation’s outstanding 
stock from United Aircraft Transport for a cash payment of $848,654. These 
transactions resulted in General Motors and General Aviation Corp. owning 
together 52 percent of North American Aviation, Inc. 

At this time, including the interests it had acquired from General Aviation, 
North American Aviation, Inc., owned, among other interests, the following: 

(a) General Aviation Manufacturing Co. (100 percent), manufacturing tri- 
motor transports, 10-passenger single-motor planes, and other commercial 
and military airplanes at Dundalk, Md. 

(b) B/J Aircraft (100 percent), manufacturing military aircraft at a plant 
located in Dundalk, Md. 

(c) Eastern Air Transport, Ine. (100 percent), an airline operating be- 
tween New York, Washington, Miami, and Atlantic City. 

(d) Douglas Aircraft, Inc. (18.95 percent), a manufacturer of commercial 
and military aircraft. 

(e) Transcontinental Air Transport, Inc. (27 percent, approximate), 4 
nolding company owning 47.6 percent of Transcontinental & Western Air, 
Ine., and 5 percent of the Western Air Express Corp. 

(f) Western Air Express (51.8 percent), an airline operating in the South- 
western States, which also owned 47.6 percent of stock in TWA (see above). 


}. Divorcement from airline operations 
The 1934 McKellar-Black airmail law, providing for segregation of aviation 
manufacturing from aviation transport, caused the reorganization of practically 
all air transport companies and companies interested in these companies. It 
22805—58—pt. 7-35 
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became necessary for General Motors to determine whether it wished to retain 
its interest in the aviation manufacturing or in the aviation transport end of 
the business. The manufacturing activity was regarded as being more closely 
related to General Motors field of competency and also its technology was of 
value to the corporation’s automotive activities. The decision was made to 
dispose of the transport interests. This involved : 

(a) Dissolution of General Aviation Corp. with its principal asset, its 
capital stock interest in North American Aviation, Inc., being distributed 
to its stockholders. As a result, General Motors, through its ownership of 
48.58 percent of General Aviation Corp. stock, received as a dividend from 
General Aviation 714,750 shares of North American Aviation, Inc., common 
stock. Combined with General Motors direct holding, this resulted in a 
29.55 percent interest in North American. 

(b) Disposal of interest in Transcontinental & Western Air, Inc.: In 1934, 
in connection with the same legal requirements, North American Aviation, 
Inc., disposed of its interests in Western Air Express Corp. and Transcon- 
tinental & Western Air, Inc. The Transcontinental & Western Air stock was 
distributed as a dividend to North American Aviation stockholders in Feb- 
ruary 1935. As a result, General Motors received 81,204 shares of Trans- 
continental & Western Air, Inc., representing 13.03 percent of the outstand- 
ing stock. General Motors in 1935 sold the Transcontinental & Western 
Air, Inc., stock for $1,217,904. 

In 1934, North American Aviation also disposed of its interest in Douglas 
Aircraft, Inc., and merged General Aviation Manufacturing Corp., B/J Aircraft 
Co., and Eastern Air Transport into Eastern Air Line. Eastern Air Line was 
sold in 1938. 

Reason for disposal: Except for the sale of 15,000 shares in January 1937 for 
$103,464, General Motors’ interest in North American Aviation, Inc., remained 
at the same level until the sale of its entire holdings (1,000,061 shares) to a 
group of underwriters in June 1948, receiving therefor net proceeds of $11,739,933. 
Developments in the airframe industry had not afforded the opportunities for 
adaptation of General Motors know-how in mass production techniques, and this 
sale was made in accordance with General Motors policy of disposing of all 
minority equity investments not directly connected with its interests in the auto- 
motive industry. 

At time of sale, North American was making airplanes in two plants in Cali- 
fornia, and had Government experimental contracts for jet bombers and fighters. 
It had total assets of approximately $86 million. 


NORTH EAST ELECTRIC CO., ROCHESTER, N. Y. 


Date of acquisition: October 1929. 

Consideration paid: $11,710,394. 

What was bought: A plant in Rochester, N. Y., producing automotive electrical 
equipment such as horns, speedometers, voltage and current regulators, universal 
and automotive heaters, and electric motors. 

Reason for acquisition: One of the most important products manufactured by 
North East Electric was the single-unit starter-generator which, due to changes 
in the design of automobile engines, had been outmoded by a cheaper two-unit 
system with separate starter and generator. 

In 1928, North East lost its principal customer because it could not meet 
competitive prices and the management found that an expenditure of $2 million 
for machinery and equipment was necessary in order to reduce costs and prices 
in the hope of becoming competitive with other manufacturers. The principal 
owners of North East Blectric, however, were reluctant to spend the money in 
so competitive a market, primarily because one was faced with ill health and 
the other was looking forward to retirement. 

Negotiations for sale were, therefore, undertaken with Chrysler, a nonauto- 
motive group and General Motors. The General Motors’ offer was accepted. 
General Motors was interested because its starter-generator business was ex- 
panding and General Motors expected that by reorganizing production facilities, 
reducing the number of models, and increasing the volume of business, a valuable 
operation could be developed in connection with General Motors’ needs in this 
field. 

North East was also active in the design and development of voltage regula- 
tors, temperature devices and heater motors which were becoming important 
in the automobile field. 
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What was done with the property: Production was reorganized and an ex- 
panded research and development program was undertaken with the purpose 
and result of placing many new products on the market relating to electrical, 
heating and automotive equipment. Delco Light operations (farm and home 
electric light power systems) were consolidated with North East Electric on 
May 1, 1930. The name was changed to Delco Appliance Corp. in November 1930 
under which name it operated until January 1934 when it assumed the full 
status of a division. 


PACKARD ELECTRIC CO., WARREN, OHIO 


Date of acquisition: July 1932. 

Consideration paid: $1,096,783. 

What was bought: Net assets of a plant located in Warren, Ohio, manufactur- 
ing wire and cable from rolled rods principally for automotive use. 

Reason for acquisition: The Delco-Remy division, which manufactured wiring 
harness and cable assemblies for all General Motors cars and some other cus- 
tomers, was a large purchaser of wire products made by Packard Electric. The 
management of Packard undertook negotiations to sell. Acquainted with the 
management and quality of work turned out, and convinced of an opportunity 
to reduce cost of manufacture if acquired, General Motors decided to purchase 
the property. 

What was done with the property: Upon acquisition, Delco-Remy absorbed 
the Packard Electric operations. Packard Electric division was formed as of 
August 1940 by complete separation from Deleo-Remy. Automotive wire and 
cable manufacture has been continued at this location, although the floorspace 
has been expanded some five times in area. The plant now produces wire for 
aircraft and electrical appliances, as well as automotive harness, and manu- 
factures its own cable, lacquer, plastic and rubber moldings, magnet wire, and 
does its own diecasting and plating. In 1948 the small motor production of 
the Sunlight Electrical operations (see Sunlight) were consolidated with Pack- 
ard. 

Comparison of existing gross assets with assets acquired (excluding cash and 
securities) : Packard Electric Co., July 30, 1932, $1,672,000; Sunlight Electrical 
division, May 24, 1933, $676,000; Packard Electric division, June 30, 1955, $42,- 
754,000. 


Comparison of products manufactured 
Before acquisition : 
Packard Electric: Insulated copper wire for wiring harness, Portable 
cable. 
Sunlight Electrical: Fractional horsepower motors. 
Current: Packard Electric division : 
Commercial: Automotive and aircraft cable products; radio, refrigeration, 
and appliance wiring; fractional horsepower motors. 
Defense: Cable and wiring assemblies for aircraft jet engines, tanks, and 
other military products. 


RICKARD ENGINEERING CO., ROCHESTER, N. Y. 


Date of acquisition: November 1930. 

Consideration paid: $50,000. 

What was bought: A very small company without any physical assets that 
had manufactured 268 oil burners from 1921 to 1930. There were no building, 
no tools, or drawings of any specific value and no patent right, 

Reason for acquisition: Solely to get the services of Mr. Rickard, owner of 
the company, who had extensive service and field experience in the oil-burner 
field. This was in connection with Delco Appliance undertaking the manufacture 
of oil burners of its own design and development. 


SAMSON TRACTOR-DOYLESTOWN AGRICULTURAL CO. 
(Farm tractor interests) 


Date of disposal: April 1921. 

Consideration received: $42,477. 

What was sold: The 96.04 percent stock interest in the Doylestown Agricultural 
Co, a farm implement manufacturer which was originally acquired by General 
Motors in 1920 in the expansion of its farm tractor program. 
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Background: In 1917, General Motors entered the farm tractor business 
through the acquisition of the controlling interest in the Samson Sieve-Grip 
Tractor Co. at Stockton, Calif. It was the intention at that time to increase as 
rapidly as possible the manufacture of tractors to meet the increasing demand, 
making tractor production a permanent and important part of General Motors’ 
business. - 

In 1918 the remaining stock interest of the Samson Sieve-Grip Tractor was 
acquired, giving General Motors complete ownership of a plant with the capacity 
of producing 3,000 tractors a year. 

To further increase its farm tractor business General Motors in July 1918 
acquired the Janesville Machine Co., located in Janesville, Wis., a manufacturer 
of a well-known line of farm implements. In the same month, General Motors 
also purchased approximately 122 acres of land in Janesville, Wis., for the 
purpose of erecting a new tractor plant thereon. The construction of this addi- 
tion to General Motors’ tractor production facilities was completed in 1919. The 
interest in Doylestown Agricultural Co., a manufacturer of farm implements was 
acquired in 1920. These outside acquisitions and the new Janesville plant 
operated as the Samson Tractor division of General Motors. 

By 1920, the Samson Tractor division had plant facilities to produce 100,000 
tractors per annum with a total investment of approximately $29,500,000. 

The venture proved unsuccessful as operating losses of nearly $12 million were 
incurred during the years 1917 through 1920. After the Samson tractor was 
fully developed and priced, it was found that it could not be marketed profitably. 
Prices were raised only to discover that sales could not be made in competition 
with more cheaply designed tractors of other manufacturers. Economic condi- 
tions in the early twenties also had an adverse effect on tractor sales. The 
entire tractor business of General Motors was, therefore, liquidated at a loss of 
over $21 million. This loss was in addition to the operating losses of nearly 
$12 million incurred during the years 1917 through 1920. 

Reason for sale: The interest in Doylestown Agricultural Co. was sold in the 
liquidation of General Motors farm tractor business. 


SCRIPPS-BOOTH CORP., DETROIT, MICH. 


Date of dissolution: Started in 1921. 

What was dissolved: A corporation incorporated in New York under the name 
of “Scripps-Booth” whose business was the sale of a runabout automobile which 
was manufactured in a leased plant located in Detroit, Mich. 

Background: Under the leadership of Durant, General Motors in 1918 acquired 
the assets of the Chevrolet Motor Corp. which included 13,650 shares of Scripps- 
Booth stock. In ensuing years additional shares of Scripps-Booth stock were 
purchased until General Motors owned all but 100 shares. The total investment 
was $1,279,947. 

Reason for dissolution: In the beginning, Scripps-Booth produced a runabout 
ear of advanced design which Durant considered a desirable addition to the 
General Motors lines. However, other General Motors’ units overtook and sur- 
passed the Scripps-Booth product in excellencies of design and the runabout was 
discontinued. The company then manufactured and assembled components for 
the Oakland car, principally the engine. This also proved to be an unsuccessful 
venture and was discontinued. 

Late in 1920, the slump in the automobile industry resulted in wiping out 
Seripps-Booth’s profits. With the financial and operational readjustment by 
the new management of General Motors in 1921 steps were taken to dissolve 
the Scripps-Booth Corp. with a total loss to General Motors of its interest. 


SHERIDAN MOTOR CAR CO., MUNCIE, IND. 
(Interstate Motor Car Co.) 


Date of disposal: June 1921. 


Consideration received for property-....-..-._----__------.-__-_ . $850, 000 
For inventories_____ 8 aL er ers apaaS Kak Etat tis ie 187, 500 
a ae ela ree 1, 037, 500 


What was sold: Real estate, plant, and equipment, including the firm name 
and trademark “Sheridan,” also usable inventories of the Sheridan Motor Car 
Co., a subsidiary of General Motors. The sale was made to Mr. D. A. Burke, 
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who was desirous of continuing the production and sale of the Sheridan atito- 
mobile, after General Motors had decided to discontinue that make of automobile 
and liquidate the business in order to concentrate its resources on its other 
lines of automobiles. 

Reason for sale: During the postwar boom of 1919, General Motors, under 
Durant’s leadership, entered into an expansion of its automobile business. As 
part of this program, Durant in March 1919 purchased for $334,686 the real 
estate, factory buildings, and equipment of the Interstate Motor Car Co. located 
in Muncie, Ind. These plant facilities were expanded and for a brief period the 
Sheridan car was produced there. 

During the financial and industrial readjustments of the year 1921, General 
Motors in its regeneration under new management discontinued the Sheridan 
line. This action was an economy measure. General Motors’ car production 
capacity had been expanded beyond the needs of the market and since the Sheri- 
dan car was comparatively a new line and had not proved to be very popular, 
it could be discontinued with less loss than other General Motors lines. The 
Sheridan business was liquidated and, although the property and certain inven- 
tories were sold to Mr. D. A. Burke and associates, a net loss of $2,598,124 
resulted. 


SUNLIGHT ELECTRICAL CO., WARREN, OHIO 


Date of acquisition: May 1933. 

Sonsideration paid: $665,000. 

What was bought: The assets and liabilities of a plant in Warren, Ohio, man- 
ufacturing small fractional-horsepower motors almost entirely for use in wash- 
ing machines. 

Reason for acquisition: The Sunlight Electrical Co., was purchased after the 
Detroit bank failures from the widow of Glen Cowan, who wished to sell the 
business because of obligations to Detroit banks. Mr. Cowan had been killed in 
an automobile accident a few months before. Mrs. Cowan did not feel that she 
should have a large interest in a business which she was not prepared to operate. 
General Motors’ fractional-horsepower business had been growing rapidly due to 
its production of small-horsepower motors of variable size and horsepower to fit 
customer needs. The practice in the industry had previously been to supply only 
standardized motors with a base attached. It was felt that by coordinating 
production with Delco products division (fractional-horsepower motors) im- 
provement in manufacturing processes could be achieved, and production in- 
creased to meet the demand. 

What was done with the property: Upon acquisition, Sunlight Electric be- 
came a part of Delco products division. In 1938 the operation was expanded 
by the construction of a new plant for the production of motors. This plant 
was located adjacent to the Packard Electric operation which was acquired in 
1982. 

In January 1940, the Sunlight Hlectrical operations were separated from Delco 
products as a separate division which was subsequently consolidated with Pack- 
ard Electric division in July 1943. 

In 1947 the Packard Blectric division was further expanded by the construc- 
tion of a new plant 2 miles from the other operations of the division for the 
production of fractional-horsepower motors for various appliances. {For com- 
parison of assets and products, see Packard.) 


T. W. WARNER CO., MUNCIE, IND. 


Date of acquisition : 1923. 
Consideration paid : $4,025,800. 


What was bought: The entire plant and equipment of the T. W. Warner Co., of 
Muncie, Ind., which had been leased by General Motors since 1919 and operated 
as the Muncie Products division for the manufacture of automotive transmissions 
and steerinng gears. 

Reasons for sale: During 1919, General Motors, under Durant’s control, entered 
into an expansion program of its automotive business. As part of this program, 
General Motors began the manufacture of automotive transmissions and steering 
gears. This was done by leasing the facilities of the T. W. Warner Co., which 
had available the plant capacity and equipment to produce General Motors auto- 
motive requirements. The lease agreement included an option to purchase the 


properties which option was exercised in 1923 and General Motors acquired 
complete ownership. 
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What was done with the property: The Muncie Products operation continued 
to manufacture transmissions and steering gears until 1932 when the plant was 
closed down and the transmission equipment transferred to Buick Motor at 
Flint, Mich., and to General Motors Truck at Pontiac, Mich. The plant was 


= in 1935 and continued today as a source of transmissions for Chevrolet 
or. 


WINTON ENGIND Co., CLEVELAND, OHIO 


Date of acquisition : June 1930. 

Consideration paid: $5,898,331. 

What was bought: Winton’s business was principally the manufacture of 
gasoline engines for rail cars. It was also one of the Principal manufacturers 
of diesel engines in the United States at that time. However, the diesel business 
wus then a minor industry. For the first 8 months of 1929, Winton had produced 
a total of 89 diesel units producing 21,000 horse power (cf. General Motors pro- 
duction for the first 8 months of 1955 of over 23,000 units producing almost 4 
million horsepower). Winton was a job shop manufacturer, producing on order 
principally for yacht owners and miscellaneous individual and Government uses. 
Operations were conducted at a plant in Cleveland. 

Change of name: For the purpose of transferring the assets and liabilities the 
name was changed to Hubbart Engine Co. After purchase the name was changed 
by General Motors to the Winton Engine Corp. 

Reason for acquisition: In 1928, General Motors Research Laboratories, under 
Cc. F. Kettering, commenced a long-range diesel engine development and research 
program. Because of cheaper fuel costs, diesels offered an opportunity for 
progress in engine development for vehicles. Existing 4 cycle diesel engines, 
however, were too heavy for installations in transportation equipment (except 
marinecraft). Kettering’s approach was to concentrate on a light, 2-cycle design 
at that time not considered feasible on the basis of existing technology. In 1928, 
Kettering purchased two Winton 4-cycle diesels for installation in his yacht. 
This commenced the relationship with Winton since the yacht was used as a 
floating diesel laboratory. 

The management of Winton recognized the need for advancing the state of 
the art of diesel design, but in the face of the depression it was in no position 
to undertake the major expeditures required for long-term research and expansion 
without any certainty of return. By 1930, General Motors had progressed far 
enough in its research to feel the need for a medium for translating these results 
into a product. Acquisition of Winton would enable General Motors Research 
to keep in touch with developments in the industry and provide a medium for 
application to commercial needs of the engines designed and developed by General 
Motors Research. 


What was done with the property: For the first 2 years after acquisition, 
Winton continued to work on improvement of the 4-cycle engine and to manu- 
facture and sell them principally for marine uses. By the end of 1932, Ketter- 
ing and the General Motors Research organization had solved the basic problem 
of the 2-cycle diesel, and Winton constructed the first 2-cycle diesel engines of 
600 horsepower which were demonstrated at the World’s Fair in Chicago in 
1933. Since it appeared that a principal application for this new engine would 
be in rail transportation, the Electro-Motive Co. and its facilities (see Electro- 
Motive) were merged with Winton. 

In 1934, Winton produced the first 8-cylinder 2-cycle diesel for installation 
in the first diesel-powered American train, the Burlington Zephyr. By 1935, 
General Motors decided that the diesel electric locomotive development was 
sufficiently advanced and General Motors had sufficient confidence in its value 
to railroad transportation to undertake mass production of locomotives. Manu- 
facture of diesels for rail transportation was discontinued at Winton when the 
Electro-Motive division was established and the diesel electric locomotive plant 
was constructed at LaGrange, Ill. Winton’s efforts were turned toward devel- 
opment and mannfacture of 1,600 horsepower diesel engines for Navy sub- 
marines. (Usually 4 engines per submarine or 6,400 horsepower. ) 

In 1937, the Winton Engine Co.’s name was changed to Cleveland Diesel En- 
gine division and its efforts concentrated primarily in the manufacture of 
marine diesel engines of 150 to 1,600 horsepower at the same time. General 
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Motors research development had finally progressed to the point where a small 
diesel engine had been designed capable of use in trucks and buses. A new 
division, the Detroit Diesel Engine division, was established for the manufac- 
ture of this engine. 

During the war, Cleveland Diesel was a major supplier of propelling and 
auxiliary machinery for naval vessels. Since the war, Cleveland Diesel has 
engaged importantly in advance development work for naval propulsion equip- 


ment and has added to its line the production of engine generator combinations 
for the production of electrical energy. 


YELLOW TRUCK & COACH MANUFACTURING CO., PONTIAC, MICH. 


Date of acquisition: April 30, 1925 ; original merger September 3, 1943; acquisi- 
tion of minority interest. 

Consideration paid: 1943—$28,932,777 (minority interest). 

What was bought: In 1925 General Motors owned a truck-manufacturing 
plant, General Motors Truck Co., at Pontiac, and a truck-engine plant in 
Detroit, Northway Motor & Manufacturing Co. Yellow Cab Manufacturing Co. 
owned a plant in Chicago manufacturing taxicabs and motor coaches and a 
sleeve valve engine plant in East Moline, Ill. It also had an operation (Hertz 
Drivurself) engaged in the rental of passenger cars. These properties were 
merged to form the Yellow Truck & Coach Manufacturing Co. General Motors 
received 57 percent of the common stock, the balance being held by the owners 
of Yellow Cab Manufacturing Co. Sales of shares to employees and outside 
interests reduced General Motors voting stock interest by 1943 to 50.5 percent. 
In that year, the minority interests were acquired for $28,932,777. 

Reason for acquisition: In 1925 the use of motor vehicles such as taxicabs 
and motor buses for the public conveyance of passengers was rapidly develop- 
ing. The owners of Yellow Cab had pioneered in establishing some of the first 
taxicab and bus operating companies. The principal owner of the Yellow Cab 
Manufacturing Co. had been in ill health for almost a year and was interested 
in relinquishing the burdens, both from the standpoint of management and 
capital required for expansion into this new field. General Motors was inter- 
ested because of its close connection with its truck and heavy vehicle operations 
in getting into the manufacture of taxicabs and motor coaches (General Motors 
had been making chassis for coach builders) and particularly desired to obtain 
the service of the able personnel of Yellow Cab with its manufacturing and 
operating experience in this new field. It was felt that the merger of the two 
interests would result in achieving the needs of each. 

Because of the large outstanding minority interest, the management 
Yellow Truck & Coach Manufacturing Co. was in many ways independent of 
General Motors Corp. In 1943, when an opportunity occurred to acquire the 
minority stock, it was felt desirable to do so in order to coordinate better the 
truck activities with other General Motors operations and to enable the invest- 
ment of additional capital for expansion. 

What was done with the property: In 1928, in accordance with the original 
plans for development of new manufacturing facilities, manufacturing and 
administrative offices were established in a new plant constructed in Pontiac, 
Mich., for the manufacture of buses, trucks, and taxicabs. The properties in 
Chicago and East Moline were sold. In 1989, manufacture of taxicabs was dis- 
continued. Yellow Truck & Coach (and later, GMC Truck & Coach Division) 
pioneered in the design and manufacture of integral motor coaches for city and 
intercity passenger transportation and in the use of 2-cycle diesel engines and 
automatic transmissions on trucks and buses and the use of air suspension on 
motor coaches. Hertz Drivurself operations were continued and expanded until 
sold in 1953. (See Hertz Drivurself.) 


GENERAL Morors Corp. RETURN ON INVESTMENT, YEARS 1927-57, COMMITTEE 
Exursit No. 10 


The return on investment data as shown in the committee exhibit No. 10 are 
not derived from the corporation’s published figures which have been certified by 
independent public accountants. Neither the net income nor the stockholders’ 
average investment as shown were taken from the corporation’s reports. 

In the case of net income, the committee’s exhibit reflects adjustments to the 
corporation data for each of the years shown, with the exception of 1955 and 
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1956, rather than using the amount of net income transferred to the surplus ac- 
count in the certified financial statements. In many of the years, such costs of 
doing business as the provision for employees bonus, fixed charges on idle prop- 
erties, and payments made under the employees savings and investment fund plan 
have not been deducted in the determination of the net income shown by the 
committee. 

The stockholders’ average investment figures shown by the committee likewise 
reflect adjustments to the corporation’s published data certified by the independ- 
ent public accountants. For example, treasury stock held for corporate purposes, 
such as for use in connection with the operation of employees benefit plans has 
been deducted from the corporation’s published capital stock and surplus figures 
in certain years. The committee figures for certain years have also been ad- 
justed to exclude an amount for “appreciation of net assets” which was based on 
values established at various times prior to 1926 and in some cases as early as 
1917. The committee data likewise excluded the corporation’s goodwill account 
in the determination of stockholders’ average investment. 

In connection with the investment figures, it should also be noted that the 
statistical agencies that publish information of this type normally use investment 
at the end of the year rather than an average of the beginning and end of the 
year data. 

So that there may be a comparison of the data set forth in the committee’s ex- 
hibit with data developed on the basis used by statistical agencies, we ask that 
the attached table of General Motors Corp. return on investment, based on figures 
similar to those published for industrial concerns by Moody’s Industrial Manual, 
be included in the record. 

Reference: Discussion between Senator Kefauver and Mr. Curtice before the Subcom- 


mittee on Antitrust and Monopoly of the Committee on the Judiciary regarding General 
Motors return on investment. (Hearings, pp. 2523-2525, 2555, and 2556.) 


General Motors Corp. return on investment, years 1921-40, 1947-56, and 9 months 
ending Sept. 30, 1957 (committee erhibit No. 10) 


| 


! 
As shown on committee exhibit No. 10 Source: Moody’s Industrial Manual 


/ 
home 
| 
Year | | Net income 














/ 
| 
Stockhold- | Net income Rate of Net worth | after taxes Rate of 
er’s average after taxes return at end of as published | return ! 
| investment | period by General 
| | | Motors 
_ ~ -|-—— --- “| _ — — | - — —| Ee 
| Thousands | Thousands Percent Thousands | Thousands Percent 
$561, 492 $262, 269 | 46.7 $757, 735 | $235, 105 31.3 
663, 686 296, 256 | 44.6 855, 375 276, 468 31.8 
733, 313 265, 825 36. 2 954, 476 248, 282 25. 9 
786, 623 157, 596 | 20.0 966, 802 | 151, 099 15.8 
795, 926 116, 740 | 14.7 | 923, 803 | 96, 877 9.9 
747, 451 8, 360 | 1.1 | 860, 768 | Nini si Annis 
717, 173 | 80, 509 11.2 | 71, 498 83, 214 | 9. 55 
727, 707 | 99, 124 | 13.6 | 892, 645 | 94, 769 | 10. 61 
766, 674 176, 697 | 23.0 | 954, 217 | 167, 227 | 17. 51 
811, 501 | 239, 550 | 29.5 | 990, 618 238, 482 24. 02 
837, 012 202, 672 | 24.2} 1,017, 326 | 196, 437 19. 29 
1, 041, 397 | 109, 343 | 10.5 | 1,045, 952 | 102, 190 9. 76 
1, 074, 484 201,062 | 18.7 | 1, 068, 979 | 183, 290 17. 13 
1, 120, 463 214, 702 | 19.2 1, 093, 558 | 195, 622 18.01 
fi tt Te at ea Cee Tae Sa 1, 548, 910 312,907 | 20.2 1, 570, 576 | 287, 991 18. 34 
SRE ee | 1, 762, 441 478, 280 27.1 | 1, 800, 250 | 440, 448 24. 47 
crit dei 2, 041, 430 682, 416 | 33.4 | 2, 092, 375 656, 434 31. 37 
ee er ae 2, 342, 113 879, 073 37. 5 | 2, 387, 379 834, 044 34. 94 
lane ke wh OS. 2, 581, 940 560, 409 | 21.7 2, 530, 401 | 506, 200 | 20. 00 
eb a to add 2, 746, 360 | 548, 042 20.0 2, 727, 152 558, 721 | 20. 49 
a i a | 2,978, 672 | 586, 122 | 19.7 2, 982, 532 598, 119 | 20. 05 
GES. pceacanecal 3, 292, 546 807,901 | 24. 5 | 3, 339, 070 805, 974 24. 43 
Pididhtinten a tébedadebes 3, 898, 323 1, 189, 477 | 30.5 | 4, 255, 056 1, 189, 477 27.95 
Bb ahadichatacanitaesitiovel 4, 492, 887 847, 396 | 18.9 | 4, 581, 590 | 847, 396 18. 50 
Average above | 
24 years___.__-. 1, 627, 938 | 388, 484 | 23.9 | 1, 730, 006 | 374, 751 | 21.7 
9 months, 1957__| 4, 641, 039 603, 412 | 13.0 2 4,794, 737 | 2 603, 412 216. 78 
’ ! 








1 Minor deviations from calculated rates because of variation in method of calculation. 
2 Calculated by General Motors using same method as Moody’s with the rate of return on investment for 


the 9 months of 1957 at an annual rate. 
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General Motors Corp. sales doliar percentage breakdown for the years 1926 
through 1956 


Distributed to— 





Year income | eee alt ori is EF SE ae, Bete eee eae 
| Employees Taxes | TDepre- | Dividends | Reinvested| Suppliers ! 
| ciation | 
reve eetertrir Ap oniechee Len ee bearki tao ot agama 
| 

1926__ 100 21. 84 | 3.12 | 1. 88 10. 29 | 6. 89 | 55. 98 
1927... 100 25.00 | 3. 34 | 2.13 | 11. 20 | 7.09 51. 24 
SES 100 25. 38 2. 82 | 2.08 | 11. 63 | 6.78 51. 31 
1929_____. 100 26. 66 2. 44 | 2. 30 | 10. 62 | 5. 26 52.7 

} Oo” 4 i #) 
1930_ 100 7.39 2. 54 | 3. 68 | 13. 40 | 1.06 51. 93 
1931 100 28. 55 | 286 | 4. 64 16. 80 | (5. 16) 52. 31 
1932__ 100 31. 38 2.15 | 8. 32 14. 02 | (13. 98) 58. 11 
1933__ 100 27.78 | 3. 60 | 5.15 | 10.51 | 3. 37 | 49. 59 
1934. _ 100 29. 72 2.73 | 3. 85 8. 36 2. 40 52. 93 
1935___- 100 | 27 58 | 3.27 3.17 8. 88 | 5. 18 51. 92 
1936____ a2 100 | 26. 23 | 4.12 | 2 72) 13. £8 | 2. 45 | 50. 90 
1937___- 100 28.07 | 4. 64 2.71 | 10. 35 | 1. 63 | 52. 66 
e... 100 26. 74 4. 82 | 4.31 | 6.74 | 2. 63 | 54. 76 
es ; 100 | 27. 58 | 5. 45 3.06 | 11. 39 | 1. 64 | == 
Weise... 100 | 26.99 | 8.92 2. 50 9. 30 | 1. 34 50. 95 
a 100 | 26.93 | 13. 79 | 2.14 6.94 1.21 | 48. 99 
1942 : 100 37. 38 6.53 2. 59 4. 20 2. 95 46. 35 
1943 100 34.79 8.31 | 1.58 | 2.52 | 1. 40 | 51. 40 
1944. __ 100 32. 60 | 7. 84 1.49 3. 30 .70 | 54. 07 
1945 100 32. 53 | 2.51 | 2.17 | 4. 48 1. 49 36. 82 
1946 100 | 44. 28 16 | 2. 29 | 5. 54 (1. 09)} 48. 82 
1947 100 | 30.97 | 9.51 | 2. 20 | 3. 80 | 3.7 49. 78 
1948 100) | 28. 50 | 9. 83 | 2.10 4. 47 | 4. 87 | 50. 23 
1949 100 | 26. 21 10.14 | 1.93 | 6. 36 | 5.10 | 50. 26 
1981 10; 39053|  asi7| veel gas} aol 4001 

w) aU. d v.44 o j . | e 

1952 100 | 27.99 14. 52 | 1.81 | 4.75 | 2. 58 | 48. 35 
1953 : 100 | 27. 45 12. 22 | 1. 76 | 3. 58 | 2. 34 | 52. 65 
1954 109 | 27. 97 10. 44 | 2. 35 4. 54 3. 60 | 51.10 
1955 100 | 26. 95 12. 75 | 2. 35 4. 83 4. 66 48. 46 
1956 100 28. 91 10. 55 3.18 5. 19 | 2. 58 49. 59 


| Payments for materials, services, ete. 


Reference: Request made by Senator Kefauver during hearings before the Subcommittee on Antitrust 
and Monopoly of the Committee on the Judiciary that an exhibit be filed showing the historical breakdown 
of the General Motors Corp. sales dollar. 

Report of proceedings—Hearings p. 2539. 

() Parens indicate red figures. 


General Motors Corp. new model price announcement dates, model years 1950-58 


Model ist to an- Date 2d to an- Date 3d to an- Date 

year nounce nounce nounce 
1958 Chevrolet | Oct, 28,1957 | Plymouth | Nov. 1,1957 | Ford --| Nov. 5, 1957 
1957 Ford | Sept. 29,1956 | Chevrolet Oet. 13,1956 | Plymouth | Get. 29, 1956 
1956 do . | Sept. 20,1955 | Plymouth_....| Oct. 20,1955 | Chevrolet | Oct. 24, 1955 
1955 Chevrolet....-| Oct, 27,1954 | Ford -..-| Nov. 12,1954 | Plymouth....-| Nov. 17,1954 
1954 Plymouth. -. Oct. 13,1953 | Chevrolet | Dee. 16,1953 | Ford ....| Jan. 6,1954 
1953 do Nov. 18,1952 | Ford_- | Dec. 12,1952 | Chevrolet | Jan, 7, 1953 
1952 OO: Jan. 4,1952 | Chevrolet | Jan. 18,1952 | Ford | Feb. 1,1952 
1951 | Ford_-. Nov. 24, 1950 | do___.....-| Dec, 8,1950 | Plymouth__. | Jan. 12, 1951 
1950 do | Nov. 17,1949 | -do..-.....| Jan. 6, 1950 do... | Jan. 11,1950 

| 


As displayed in the above tabulation, for the last 9 years Ford has announced 
prices first in 4 years, Plymouth in 3 years, and Chevrolet in 2 years. The 
dates are the first dates on which a price announcement became available to 
the public. 

This table further shows that Ford announced prices ahead of Chevrolet in 
5 of the last 9 years as stated by Mr. Yntema in his testimony before the sub- 
committee (report on proceedings, p. 1535). In the case of Chrysler, Mr. Col- 
bert showed that Plymouth announced its prices ahead of Chevrolet in 3 of the 
last 6 years (report on proceedings, p. 1821). 

Reference: Senator Kefauver’s statement made before the Subcommittee on Antitrust 


and Monopoly of the Committee on the Judiciary that General Motors set prices for the 
automobile industry. (Hearings, p. 2557.) 
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GENERAL Motors Corp. SHARES OF STOCK OUTSTANDING AND SUMMARY OF CHANGES 
IN CapitaL Stocks 


General Motors Company of New Jersey was organized September 16, 1908, and 
een by the General Motors Corporation of Delaware organized October 

In thme period between the formation of the original company in 1908 and the 
organization of the General Motors Corp. in 1916, there were no stock splits and 
the only stock dividend paid was on November 15, 1909, when a common stock 
dividend of 150 percent was paid. This resulted in the issuance of 62,492 shares 
with a value of $6,249,200. 

When General Motors Corporation of Delaware, the present corporation, was 
organized, common and preferred stocks were issued in exchange for the outstand- 
ing stocks of General Motors Company of New Jersey. The resultant net worth 
at December 31, 1917, of the General Motors Corporation of Delaware was: 


Number of lage Amount 
shares | 


Common $100 par--_._......-.-.---- Se oS ee Ne oe eee 768, 733 $76, 873, 300 
6 percent prefered te, eh Baas ae eee ge oc 196, = _ 19,676, 800 
Ne en oe ce eeeee re asi ope re ee 96, 550, 100 
ll Eee Medinet nai pe Once coh Stepan < iccedbccdceckesbees 11, 508, 393 
at heli Be iennnnnnddahasthwinedbenassancenibnbbssaccwas | Sedat pe 108, 058, 493 





The detail of changes in capital stocks since the organization of the present 
corporation is shown on the attached pamphlet. 
At December 31, 1957, the net worth consisted of— 

















| Number of Amount 
shares 
—iiccennianiehia ieahiiberddensels —_ ae 
Preferred, without par value: | 
Se eerees, Seneee wee Gle0 per Shere... ............ 2.20... -0n0---s+----s- 1, 835, 644 $183, 564, 400 
$3.75 series, stated value $100 per share._.........._.......--.--------.--- | 1,000, 000 | 100, 000, 000 
re ciety died sigs tach open bie asin taihnd 2, 835,644 | 283, 564, 400 
a  penenncecodeeowecebatas 280, 989,096 | - 468, 315, 160 
i 8 en cnwecemnes 751, 879, 560 
Capital surplus sia bia thedtinnte dh tulhidteh ces cetera tread nein s wah elawcwes ‘ ee: 451, 436, 795 
Net income retained for use in the business (earned ED innnicanne nde ces ae | 3, 701, 791, 427 
Cn en datndaeanenediewe Be he a 4, 905, 107, 782 


ty —— 


Reference: Senator Kefauver’s request to furnish the Subcommittee on Antitrust and Monopoly of the 
Committee on the Judiciary the number of shares and value of General Motors stock at the time of organiza- 
tion and at the present time. In addition, the Senator also requested information in regard to changes in 
capital stocks. (Hearings, p. 2558.) 


GENERAL Morors Corp. Recorp oF DIVIDEND PAYMENTS AND SUMMARY OF 
CHANGES IN CAPITAL STOCKS 


General Motors Corp. of Delaware was organized October 13, 1916, and 
succeeded General Motors Corp. of New Jersey organized September 16, 1908. 


PREFERRED AND DEBENTURE STOCKS 


When General Motors Corp. of Delaware was organized, 1144 shares of 6 per- 
cent preferred stock were issued in exchange for each share of 7 percent pre- 
ferred stock of General Motors Co. of New Jersey. Regular quarterly dividends 
on the outstanding preferred and debenture stocks of General Motors Corp. have 
been paid without interruption. 

The initial quarterly dividend of $1.50 a share on the 6 percent preferred stock 
was paid February 1, 1917. From January 20, 1919, to January 2, 1921, 6 percent 
preferred stock could be exchanged for 6 percent debenture stock on a share-for- 
share basis at the option of the holders of the preferred stock. The initial 
quarterly dividend of $1.50 a share on the 6 percent debenture stock was paid 
February 1, 1919. 

Holders of the 6 percent preferred and 6 percent debenture stock of record 
January 9, 1920, were given the right to subscribe to 2 shares of 7 percent deben- 
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ture stock for each share of 6 percent stock held, at $100 a share, payable wholly 
in cash or one-half in cash and 1 share of either 6 percent preferred or 6 percent 
debenture stock. The initial quarterly dividend of $1.75 a share on the 7 percent 
debenture stock was paid May 1, 1920, 

At a special meeting of stockholders on June 16, 1924, the name of the 7 percent 
debenture stock was changed to 7 percent preferred stock. On and after July 
1, 1924, the 6 percent preferred and the 6 percent debenture stockholders were 
given the right to exchange their stock for 7 percent preferred stock upon pay- 
ment of $10 per share. The initial dividend on the 7 percent preferred stock was 
paid August 1, 1924. 

On May 26, 1930, a new class of cumulative no par value preferred stock was 
authorized. The $5 series of this stock was offered in exchange for the then 
outstanding senior securities. On and after June 7, 1930, this exchange was 
made on the basis of 1.35 shares of the $5 series preferred stock for each share 
of 7 percent preferred stock; 1.15 shares of $5 series preferred stock for each 
share of 6 percent debenture stock; and 1.10 shares of $5 series preferred stock 
for each share of 6 percent preferred stock. Shares of 7 percent preferred, 6 
percent debenture, and 6 percent preferred stocks not so exchanged prior to July 
22, 1930, were called for redemption on August 1, 1930. The initial quarterly 
dividend of $1.25 on the $5 series preferred stock was paid August 1, 1930. 

On December 3, 1946, a total of 1 million shares of preferred stock—$3.75 series 
was issued and sold. The $3.75 series preferred stock and the $5 series preferred 
stock rank equally and are identical in all respects except as to dividend rate 
and redemption price. The initial quarterly dividend of $0.9375 on the new 
$3.75 series preferred stock was paid February 1, 1947. 


COMMON STOCK 


When General Motors Corporation of Delaware was organized to succeed 
General Motors Company of New Jersey, 5 shares of the common stock of the 
corporation, par value $100, were issued in exchange for each share of the com- 
pany’s stock, also par value $100. 

Changes in the capital structure of General Motors Corp. with respect to the 
nature of its common stock are as follows: 

Stockholders of record January 15, 1919 were given the right to subscribe 
to an additional 20 percent of their holdings at the rate of $118 per share. On 
and after March 1, 1920, 10 shares of no par value common stock were issued in 
exchange for each share of the $100 par value common. 

On May 1, 1920, there was paid on the $100 par value common a stock dividend 
of one-fourth share of the no par value common. During 1920, on May 1, August 
2, and November 1, there were paid stock dividends on the no par value common, 
each amounting to one-fortieth share of no par value common. Stockholders of 
record June 12, 1920, were given the right to subscribe to an additional 20 percent 
of their holdings of no par value common stock at the rate of $20 per share. 

On and after September 19, 1924, the number of shares of common stock was 
reduced through the exchange of 4 shares of old stock for 1 share of new no 
par value common. On September 11, 1926, a 50 percent dividend was paid 
in common stock. On and after September 15, 1927, 2 shares of new $25 par value 
common stock were issued in exchange for each share of no par value common 
stock previously outstanding. 

On and after January 7, 1929, 214 shares of new $10 par value common stock 
were issued in exchange for each share of $25 par value common stock previously 
outstanding. On and after October 3, 1950, 2 shares of new $5 par value common 
stock were issued in exchange for each share of $10 par value common stock 
previously outstanding. 

Stockholders of record February 8, 1955, were given the right to subscribe to 1 
additional share of $5 par value common stock for each 20 shares held at a price 
of $75 per share. On September 30, 1955, each share of $5 par value common 
stock previously outstanding was reclassified and changed into 3 shares of 
$124 par value common stock. 

The payments by years on the common stock, since the organization of General 
Motors Corporation of Delaware, the present corporation, follow: 

1917: Common $100 par, $10. Initial $1 was paid February 1, 1917, and there- 
after $3 quarterly to and including February 2, 1920. 

1918 : Common $100 par, $12. 

1919 : Common $100 par, $12. 

1920: Common $100 par, $5.50 and one-fourth share no par common stock. On 
and after March 1, 1920, 10 shares no par value common were issued in exchange 
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for each share of $100 par value. Final dividende on $100 par was $2.50 cash 
and one-fourth share no par common stock, paid May 1, 1920. 

Common no par, 75 cents cash and three-fortieth share of no par value stock. 
Initial payment of 25 cents cash and one-fortieth share of no par value stock was 
made May 1, 1920, and similar payments were made on August 2 and November 
1, 1920. Stock dividend of one-fortieth share quarterly was discontinued after 
November 1, 1920. 

1921: Common no par, $1. This consisted of payments of 25 cents each on 
February 1, May 2, August 1 and November 1. 

1922: Common no par, 50 cents. A special payment of 50 cents was made De- 
cember 20, 1922. 

1923 : Common no par, $1.20. This consisted of quarterly payments of 30 cents 
each on March 15, June 12, September 12, and December 12, 1923. 

1924: Common no par (old), 90 cents. After quarterly payments of 30 cents 
each on March 12, June 12, and September 12, 1924, the number of shares was 
reduced by issuing 1 share of new no par value stock in exchange for 4 shares of 
old. 

Common no par (new), $1.25. Initial payment of $1.25 was made on Decem- 
ber 12, 1924. 

1925: Common no par, $12. This consisted of quarterly payments of $1.50 each 
plus extras of $1 paid September 12, 1925, and $5 paid January 7, 1926. 

1926: Common no par (before 50 percent stock dividend), $7.50. Quarterly 
payments of $1.75 each were made on March 12 and June 12, and $4 extra was 
paid July 2. On September 11, a 50 percent increase in number of no par shares 
outstanding was made through payment of a stock dividend of one-half share on 
each share of no par value stock. 

Common no par (after 50 percent stock dividend), $7.50. On the increased 
number of shares quarterly payments of $1.75 each were made on September 11 
and December 11, and an extra of $4.00 on January 4, 1927. 

1927 : Common no par, $8. Payments of $2 each were made on March 12, June 
13, and September 12, and $2 extra was paid July 5. In September, 2 shares of 
new $25 par value stock were issued in exchange for each no par share. 

Common $25 par, $3.75. Initial payment of $1.25 was made on December 12, 
and $2.50 extra was paid January 3, 1928. 

1928: Common $25 par, $9.50. This consisted of payments of $1.25 each on 
March 12, June 12, September 12, and December 12 with $2 extra paid July 3 
and $2.50 extra paid January 4, 1929. 

1929: Common $10 par, $3.60. In January 2% shares of new $10 par value 
stock were issued in exchange for each $25 par value share. Initial payment 
of 75 cents was made on March 12, payments of 75 cents were made on June 
12, September 12, and December 12, and extras of 30 cents each were paid on 
July 2, 1929, and January 3, 1930. 

1930: Common $10 par, $3. This consisted of payments of 75 cents each on 
March 12, June 12, September 12, and December 12. 

1931: Common $10 par, $3. This consisted of payments of 75 cents each on 
March 12, June 12, September 12, and December 12. 

1932: Common $10 par, $1.25. This consisted of payment of 50 cents on March 
12, and payments of 25 cents each on June 13, September 12, and December 12. 

1933 : Common $10 par, $1.25. This consisted of payments of 25 cents each on 
March 13, June 12, September 12, and December 12 and 25 cents extra on De- 
cember 12. 

1934: Common $10 par, $1.50. This consisted of payments of 25 cents each on 
March 12, June 12, September 12, and December 12 and 50 cents extra on Sep- 
tember 12. 

1935: Common $10 par, $2.25. This consisted of payments of 25 cents each on 
March 12 and June 12, payments of 50 cents each on September 12 and December 
12, and extra payments of 25 cents on September 12 and 50 cents on December 12. 

1936: Common $10 par, $4.50. This consisted of payments of 50 cents each on 
March 12, June 12 and September 12, extra payments of 75 cents each on June 
12 and September 12 and a year-end payment of $1.50 on December 12. 

1937 : Common $10 par, $3.75. This consisted of payment of 25 cents on March 
12, payments of $1 each on June 12 and September 13 and a payment of $1.50 
on December 15. 
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1938: Common $30 par, $1.50, This consisted of payments of 25 cents each on 
March 12, June 13 and September 12 and a payment of 75 cents on December 12. 

1939: Commen $10 par, $3.50. This consisted of payments of 75 cents each 
on March 13, June 12 and September 12 and a payment of $1.25 on December 12. 

1940: Common $10 par, $3.75. This consisted of payment of 75 cents on March 
12 and payments of $1 each on June 12, September 12 and December 12. 

1941: Common $10 par, $3.75. This consisted of payment of 75 cents on March 
12 and payments of $1 each on June 12, September 12 and December 12. 

1942: Common $10 par, $2. This consisted of payments of 50 cents each on 
March 12, June 12, September 12 and December 12. 

1943: Common $10 par, $2. This consisted of payments of 50 cents each on 
March 12, June 12, September 13 and December 13. 

1944: Common $10 par, $3. This consisted of payments of 75 cents each on 
March 10, June 10, September 9 and December 9. 

1945: Common $10 par, $3. This consisted of payments of 75 cents each on 
March 10, June 9, September 10 and December 10. 

1946 : Common $10 par, $2.25. This consisted of payment of 75 cents on March 
9 and payments of 50 cents each on June 10, September 10 and December 106. 

1947: Common $10 par, $3. This consisted of payments of 75 cents each on 
March 10, June 10, September 10 and December 10. 

1948: Common $10 par, $4.50. This consisted of payments of 75 cents each 
on March 10 and June 10, a payment of $1 on September 10 and a year-end 
payment of $2 on December 10. 

1949: Common $10 par, $8. This consisted of payments of $1.25 each on March 
10, June 10 and September 10, and a year-end payment of $4.25 on December 10. 

1950: Common $10 par, $7. This consisted of paynients of $1.50 ea'ch on March 
10, June 10 and September 9, and a special payment of $2.50 on September 9. 
Beginning October 3, 1950, two shares of new $5 par value stock were issued in 
exchange for each share of old $10 par value stock. 

Common $5 par, $2.50. This consisted of initial payment of $1 and a year-end 
special payment of $1.50 on December 9. 

1951: Common $5 par, $4. This consisted of payments of $1 each on March 
10, June 9, September 10 and December 10. 

1952: Common $5 par, $4. This consisted of payments of $1 each on March 
10, June 10, September 10 and December 10. 

1953: Common $5 par, $4. This consisted of payments of $1 each on March 10, 
June 10, September 10 and December 10. 

1954: Common $5 par, $5. This consisted of payments of $1 each on March 
10, June 10 and September 10 and a year-end dividend of $2 on December 10. 

1955: Common $5 par; $3.50. This consisted of payments of $1 each on March 
10 and June 10, and $1.50 on September 19. On September 30, 1955 each share 
of $5 par value common stock was reclassified and changed into three shares of 
$124 par value common stock. 


Common $124 par, $1. A year-end dividend of $1 per share was paid on De- 
cember 10. 


1956: Common $124 par. $2. This consisted of payments of 50 cents each on 
March 10, June 9, September 10 and December 10. 


General Motors Corp. market value of 1 share of General Motors common stock 
outstanding at Dec. 31, 1947, and its equivalent at Dec. 31, 1957 


Market value based on 
Number of closing price 
shares 


Dec. 31, 1947---- 


Dee. 31, 1957-—-Equivalent after 2 for 1 split in October 1950 
and 3 for 1 split in September 1955-. : 


6 








Reference: Senator Kefauver’s request to furnish the Stibcommittee on Antitrust and Monopoly of the 


Committee on the Judiciary data pertaining to market value of General Motors common stock. (Hear- 
ings, p. 2558.) 
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GENERAL Morors Corp. 
SALARIES, FEES AND Bonus AWARDS 


CHAIRMAN OF THE BOARD, PRESIDENT AND MAgor OFFICERS OF GENERAL Movors. 
Corp. 


Attached are data from the General Motors proxy statement showing the 
amounts of salary, fees, and bonus of directors and officers of the corporation 
for 1956. The amounts shown for individuals on the attached data are before 
reduction by any Federal income taxes, and State income taxes where ap- 
plicable, which may be payable thereon by the individual executives. 

The amounts of bonus shown were awarded under the General Motors. bonus 
plan which was established in 1918. The bonus is payable in five annual in- 
stalments, if earned out in accordance with the bonus plan. If so earned out, 
the amount of Federal income taxes (and State income taxes) payable in the 
years in which the instalments are paid will depend on circumstances when 
the bonus is delivered which are not now determinable, including (1) the in- 
¢Oime tax rates then in effect, (2) the market price of General Motors common 
stock at that date, and (3) the level of the individual’s other income also 
subject to income tax. Therefore, it is not possible to determine at this time 
the amount of salary and fees paid in 1956 plus 1956 bonus which will remain 
after payment of income taxes. 

However, for illustrative purposes, calculations of the estimated remunera- 
tion remaining after allowance for Federal income taxes are set forth below. 
In these calculations, the salaries and fees for 1956 plus the total 1956 bonus 
for each executive, in the amounts set forth in the attachment, were assumed 
to be subject to tax in 1956. The calculations further assume that the exeeu- 
tives had no other taxable income during the year 1956; that they are married 
and file joint returns; that they have no dependents; and that they have no 
allowable deductions for tax purposes. On this basis, the salary and fees for 
1956 plus 1956 bonus of each of the named directors, after allowance for Federal 


income taxes, is calculated as follows : 
Salary and fees for 
1956 plus 1956 bonus 
after allowance for 


Name Federal income tares 
I BO 02a eh onde inks dete liniGnagd d= - ee cnaig cn eins $81, 570 
aR pci nti ene bh ha SRI) as hci cedeoiie 114, 101 
IOs SI td hs ie il ea A an ey Si eh — cisterns 103, 438 
ne a 3 Gti oe ats ied oe sb ineene doen i 99, 251 
IR Bid an ahhh ei ca eck end vw abled pinienineatimstéietjeisa.s 92, 501 
ete nina eo eh ~ os ede nice nbs ha Alla aaskal 96, 776 
Cnr ace it Cn es tal a lle eit iii seid sp tlenns 24, 250 
aan Lin aetna lersin tpt nied ineon ee ag Abeba hid chive ettehip aided 84, 040 
ey PI ib a ea abled clan teie th bene bitame mn ms 84, 050 
I a nis tnvanepe menace oangh] 88, 001 
Ny I a a i a seh a lnk hk cellent thew ddim eemenee 81, 037 
ern en al) a te eee db spel oie 92. 510 
Gn ri CUI sos a 5 et bp dts win eed 81, 330 
ec Tee Se hie Be 8) i, sh ha bin austidsemiod nae 93, 441 


Reference: Senator Kefauver’s request to furnish the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary both the salary and bonus of the chairman 
of =, board, the president and major officers of General Motors Corp. (Hearings, 
p. 2559.) 
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Data from the General Motors Corp. proxy statement for annual meeting of 
stockholders held May 24, 1957 


1956 bonus payable in 5 annual install- 
ments if earned ott in accordance with 
bonus plan 
} 
| 
| Payable in shares of Gen- 








Name! - Salaries and eral Motors $134 par 
fees for 19562; value common stock | Payable in 

| with an award value of cash 

| . $45.55 per share 

| Number of | Award value 

shares | 
I Ns ea ninknds dtilk van atatnqaanee | $141, 300 | 883 $40, 221 | $159, 779 
Harlow H. Curtice........-.-.-.-- se tae 201, 100 1, 531 | 69, 737 | 425, 263 
PUIG EE. SPEDE. on op neo vensecrs-sebente 7 157, 625 | 1, 366 | 62, 221 | 357, 779 
Louis C. Goad-____._____-- ob lS Oot vh icdna) 146, 100 | 1, 289 | 58, 714 | 326, 286 
See Cente ss. bockk 2 4- e pe ee ad | 121, 100 | 1, 180 53, 749 | 281, 251 
Thomas H. Keating--.__-_- bie bwwabduae 138, 600 1, 245 56, 710 | 308, 290 
EN ar eee | 36, 100 | mera. eek oe aoc 
Guete. meee es Dea ey 106, 100 1,015 | 46, 233 213, 767 
I SS a ceca kcan’s me 106, 100 | 1,015 | 46, 233 | 213, 767 
eee See pT ee eee | 111,100 , 1,092 | 49, 741 | 245, 259 
George Russell__-_._.....--- peep wits oa Neg Se etd 90, 975 982 | 44, 730 | 200, 270 
Sherrod E. Skinner. _............_-.. dealt 121, 200 1, 180 | 53, 749 | 281, 251 
Charles G. Stradella.--............-.2..----.--- 93, 900 982 | 44,730 | 200, 270 
oS 141, 544 1,158 | 52, 747 | 272, 253 
60 directors and officers as a group Giciuding | 
the 14 directors shown above)?....-______ 4, 125, 678 38, 476 | 





125, 8, 47 762,58 | 8, 001, 418 





1 The directors named received remunerati2n for 1956 in their capacities as directors and in the capacities 
shown in the table in the section of the proxy statement entitled “Information About Nominees for Direc- 
tors’ commencing on p. 6 except as follows: Albert Bradley was executive vice president until his retire- 
ment, under the General Motors retirement program, June 1, 1956, chairman, financial policy committee 
until Apr. 2, 1956, and chairman, board of directors from Apr. 2, 1956; Frederic (4. Donner was vice presi- 
cent in charge of finance until Apr. 2, 1956, and executive vice president and chairman, financial policy 
committee from Apr. 2, 1956; Thomas H. Keating was vice president, general manager, Chevrolet motor 
division until July 1, 1956, and vice president, group executive, car divisions group from July 1, 1956; 
George Russell was treasurer until Apr. 2, 1956, and vice president in charge of finance, director and mem- 
ber of the financial policy committee, operations policy committee and administration committee from 
Apr. 2, 1956; Ivan L. Wiles was vice president, general manager, Buick motor division until Mar. 5, 1956, 
and executive vice president in charge dealer relations from Mar. 5, 1956. 

2 Excludes amounts received during 1956 equal to the value of the dividends which would have been 
pe on undelivered bonus in stock under the General Motors bonus plan had such stock already been de- 

ivered. Fees represent amounts paid for attendance at meetings of the board of directors and to nonem- 
ployee directors for serving on standing committees of the board. In addition, the chairman of the board 


receives a fee in that capacity and Charles F. Kettering receives a fee as research consultant to the corpo- 
ration. 


3 Remuneration for year 1956 was for services in all capacities. 


GENERAL Morors Corp. Raw MATERIAL COMPANIES TO WHICH LOANS HAVE 
BEEN MADE 


The following are submitted in response to the committee’s request for infor- 
mation with respect to the companies to which General Motors had made loans: 

1. Contracts, letter agreements, and similar documents relating to General 
Motors postwar purchases of steel : 


(a) Letter agreement with Youngstown Sheet & Tube Co. dated Decem- 
ber 27, 1948 (attachment A). 

(bd) Letter agreement with Inland Steel Co. dated May 18, 1951, as 
modified by letter dated February 1, 1954; acknowledged on February 3, 
1954 (attachment B). 

(c) Assignment dated June 1, 1951, by Kaiser-Frazer Corp. to General 
Motors Corp. of agreement dated August 28, 1950, between Kaiser-Frazer 
Corp. and Allegheny Ludlum Steel Corp., together with letter agreement 


dated May 28, 1951, between Kaiser-Frazer Corp. and General Motors Corp. 
(attachment C). 
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(d) Letter agreement between General Motors Corp. and Bethlehem Steel 
Co. dated March 19, 1952, tegether with transmittal letter dated April 1, 
1952 (attachment D). 

(e) Agreement dated November 22, 1950, between General Motors Corp. 
and Jones & Laughlin Steel Corp. (attachment E). 

(f) Copy of letter agreement dated December 1, 1948, between McLouth 
Steel Corp. and General Motors Corp., together with acknowledgment letter 
dated December 1, 1948, from General Motors Corp. to McLouth Steel Corp. 
and a reacknowledgment letter from McLouth Steel Corp., dated December 
6, 1948 (attachment F). , 

(g) Agreement dated September 16, 1949, between McLouth Steel Corp. 
and General Motors Corp.; letter dated September 15, 1949, from McLouth 
Steel Corp. to General Motors Corp.; and assent to modification of trust 
mortgage signed by General Motors Corp. dated September 16, 1949 (at- 
tachment G). 

(h) Letter agreement dated August 6, 1952, between McLouth Steel Corp. 
and General Motors Corp. (attachment H). 

(4) McLouth Steel Corp. preferred stock subscription agreement dated 
June 1, 1953; agreement dated June 1, 1953, between General Motors Corp. 
and McLouth Steel Corp.; together with specimen of McLouth Steel Corp. 
preferred stock certificate (attachment I). 

(j) Letter agreement dated April 18, 1955, between General Motors Corp. 
and McLouth Steel Corp. (attachment J). 

(k) Copy of agreement dated November 8, 1950, between General Motors 
Corp. and Republic Steel Corp. (attachment K). 

(1) Letter dated February 20, 1951, from Armco Steel Corp. to General 
Motors Corp. (attachment L). 

(m) Memorandum of agreement between General Motors Corp. and 
Carnegie-Illinois Steel Corp. and other United States Steel Corp. subsidiaries 
dated October 4, 1948 (attachment M). 

(n) Letter agreement dated January 17, 1952, between National Steel 
Corp. and General Motors Corp., and transmittal letter from National Steel 
Corp. dated February 11, 1952 (attachment N). 


. Minutes of the finance committee relating to contracts with McLouth 


Steel Corp., Republic Steel Corp. and Jones & Laughlin Steel Corp.: 

(a) Copy of resolution of General Motors Corp. financial policy commit- 
tee meeting of September 13, 1948 relative to purchase of McLouth Steel 
debenture bonds (attachment O). 

(b) Copy of minutes of the financial policy eommittee. meeting of Decem- 
ber 6, 1948, relative to the purchase of McLouth Steel Corp. debenture 
bonds (attachment P). 

(c) Minutes of financial policy committee meeting of September 12, 1949, 
regarding McLouth Steel Corp. Debenture bonds (attachment Q). 

(d) Minutes of financial policy committee meeting of November 5, 1951, 
relating to McLouth Steel Corp. refinancing of RFC loan (attachment R). 

(e) Minutes of financial policy committee meeting of February 2, 1953, 
relative to proposed purchase of McLouth Steel Corp. preferred stock (at- 
tachment 8). 

(f) Minutes of financial policy committee meeting of May 4, 1953, regard- 
ing progress report on proposed purchase of McLouth Steel Corp. preferred 
stock (attachment T). 

(g) Minutes of meeting of financial policy committee of November 6, 
1950, relative to advance of funds (attachment U). 

(h) Minutes of financial policy committee meeting of December 4, 1950, 
relative to advance of funds to create increased steel capacity for General 
Motors (attachment V). 


Reference: Senator Kefatver’s request that the Subcommittee on Antitrust and Monop- 
oly of the Sen#te Committee on the Judiciary be furnished with information with respect 
to the “raw material companies or companies” to which General Motors had made loans. 
(Hearings, pp. 2598-2599.) ‘ 
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[Attachment A] 


THE YOUNGSTOWN SHEET & TUBE Co., 


Youngstown, Ohio, December 27, 1948. 
Mr. RoGer M. KyYEs, 


General Motors Corp., 
Detroit, Mich. 
Dear Mr. Kyes: All sales and contracts are subject to the conditions printed 
on the back of this sheet: 


This letter will confirm our several discussions with respect to supplying you 
steel during 1949. 


We will undertake to supply. you during 1949 the following tonnages: 


Tons 
Cold-rolled sheets and strip, hot-rolled sheets and strip____._______-__ 182, 400 
MM in i estas nw etal alien dn essa echcsicansem Santen ila 16, 000 
i sb crest tosdisitb nbcpen a anneeloninhinsarmeyanleaaeeas ea 8, 000 
COMET AEIIOR: DAN aiica tila whiter bi kines dein siesinnt ad 6, 


The tonnage mentioned above is to be specified for delivery in approximately 
equal amounts each month during 1949, and the specifications are to be satis- 
factory to Youngstown insofar as products, grades, sizes, etc., are concerned. 

We believe it is your wish, and it is our understanding that Youngstown will 
continue to serve the various divisions with which we have had such satisfactory 
relations over a period of years. 

The above covers, we believe, the principal points, as well as the tonnage dis- 
cussed, and we shall appreciate a letter from you, confirming the understanding, 
and assuring us. of participation in your steel needs to the extent outlined as a 
minimum. 

We shall make every effort to ship you the tonnages that are mentioned, but 
you must keep in mind that we may be faced with increased allocations from 


Washington, which will, of course, result in loss of tonnage for you, as well as 
cur other friends. 


Yours very truly, 


C. H. LONGFIELD, 
Vice president and general manager of sales. 


[Attachment B] 


THE YOUNGSTOWN SHEET & TUBE Co., 
Detroit, Mieh., December 29, 1948. 
All sales and contracts are subject to the conditions printed on the back of this 
sheet. 
Mr. Roger M. KYEs, 
General Motors Corp., 
Detroit, Mich. 
Dear Mr. Kyes: I am attaching a letter received from Mr. Longfield which 
has to do with your recent visit with him in Youngstown. 
I trust that the letter as now written will meet your approval. 
Yours very truly, 
R. J. MULLALLY, 
District sales manager. 


22805—58—pt. 736 
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GENERAL Morors Cokp., 
Detroit, Mich., February 3, 1954. 
Mr. J..F. Smiru, Jr. 
Vice President in Charge of Sales, 
Inland Steel Co., Chicago, Ii. 


Deak Jack: This will acknowledge with thanks receipt of your letter of 
February 1, 1954, informing us of increased tonnages of steel which will be avail- 
able to General Motors Corp. pursuant to our letter agreement of May 18, 1951, as 
a result of recent increases in your capacity. 

This will confirm that, as amended by your letter, the original agreement 1s 
continued in full force and effect. 

Very truly yours, 
J. J. CRONIN, 
Vice President. 


INLAND STEEL Co., 
Chicago, IU., February 1, 1954. 
Mr. J. J. CRONIN, 
Vice President in Charge of the Manufacturing Staff, 
General Motors Corp., Detroit, Mich. 


Dear Jack : In the agreement which we now have with your corporation, dated 
May 18, 1951, provision was made that the tonnage available in the agreement 
would increase proportionately should our production be further enlarged. 

Our rated ingot capacity was charged as of January 1, 1954, from 4,500,000 net 
tons to 4,700,000 net tons. Therefore, in applying the permissive limitation of 
8 percent, translated into prime finished products, the tonnage availabe to 
General Motors Corp. on an annual basis would increase from 252,000 tons to 
263,200 tons annually. 

The agreement establishes a 22 percent permissive limitation on cold-rolled 
sheets related to a monthly capacity of 57,000 tons of this product. We have 
revised our capacity on cold-rolled sheets to 63,500 tons per month, and the 22 
percent figure applied to this will now result in a permissible ceiling of 14,000 
tons per month, or 168,000 tons annually to General Motors Corp. 

We, therefore, request that this letter be incorporated as a part of the agree- 
ment, all other conditions of the agreement to remain as presently stated. I 


would greatly appreciate it if you would acknowledge receipt of this letter for 
our files. 


Very truly yours, 
J. F. Smrra, Jr., 
Vice President in Charge of Sales. 


INLAND STEEL Co., 


Chicago, Ill., May 18, 1951. 
Mr. Hueu DEAN, 


Vice President, General Motors Corp., 
Detroit, Mich. 


Dear Mr. Dean: Agreeable with your suggestion, we submit herewith our 
proposal for an agreement between General Motors Corp. and Inland Steel Co. 

Last year we supplied you with 4.4 percent of our total output from our 
own steel and :3:8 percent in the postwar years. Your purchases were 7.6 per- 
cent of the industry’s total output. When our ingot production reaches 4,500,000 
tons our output of prime finished products on a 70-percent yield would be 
3,150,000 tons. Although our full yield from ingots to shipments exceeds 70 
percent, the remainder is seconds, and as a matter of fact, we use a factor of 
69 percent in our scheduling. 

On the basis of the foregoing, beginning January 1, 1953, and for a period 
of 7 years thereafter, General Motors Corp. agrees to buy and Inland Steel Co. 
agrees to sell between 3% and 4 percent of General Motors’ annual requirements 
of steel products of the type heretofore supplied to General Motors by Inland, 
provided, however, that Inland Steel Co. need not supply in any one year a 
tonnage which exceeds 8 percent of its production of prime finished products 
from its own ingot steel. Such production is to be determined by multiplying 
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its ingot output by 0.70. With an ingot production of 4,500,000 tons the limita- 
tion would, therefore, be 252,000 tons, and it would naturally increase propor- 
tionately should Inland’s production be further enlarged. 

Last year we supplied you with 18.3 percent of our production of cold-rolled 
sheets from our own steel, and in the postwar years, 17.8 percent. Therefore, 
we think that a 22-percent figure would be as high as we dare go in fairness 
to our other customers. We have a monthly capacity today of 57,000 tons of 
cold-rolled sheets (in addition to those we use for galvanizing), and this factor 
would result in a permissible ceiling of 12,500 tons per mouth, or 150,000 tons 
annually. 

For this reason, therefore, Inland Steel Co. shall not be obliged in any one 
year to supply General Motors Corp. in excess of 22 percent of its production 
for sale of prime cold-rolled sheets from its own ingot steel (this excludes 
cold-rolled sheets produced for further processing, such as those used for mak- 
ing galvanized sheets, but includes silicon sheets produced by the cold reduc- 
tion method). 

In addition to cold-rolled sheets, Inland shall furnish the products heretofore 
supplied to General Motors, but may limit the tonnage of any one product to 
not more than 10 percent of its output of such product from its own ingot steel. 

The plants to which Inland Steel Co. shall deliver such steel shall be those 
which are most advantageously served from the Chicago area, including Fisher 
Body, Grand Rapids; Chevrolet, Indianapolis; Olds, Delco-Remy, Guide Lamp, 
Deleo Radio, Electro-Motive, La Grange, Allison, the new Willow Springs 
plant, and any others located in this general area on which we mutually agree. 

The material shall be scheduled in approximately equal monthly portions, 
and Inland Steel Co.’s prices and conditions of sale in effect at the time of 
shipment shall govern. 

During periods of any Government controls on production and distribution 
the provisions of this agreement shall apply pro rata to that portion of Inland 
Steel Co.’s output generally, or in specific products, which is available for dis- 
tribution at Inland Steel Co.’s discretion. 

This agreement is subject to strikes, fires, war damage, and other conditions 
beyond the control of either General Motors Corp. or Inland Steel Co. 

This agreement will continue in effect until December 31, 1929, unless can- 
celed by either party on 12 months’ notice in writing. 

I am sending you this letter in duplicate. If you find this agreement is satis- 


factory, I would appreciate it if you would sign one copy and return it for our 
files. 


Very truly yours, 


JosepH L. BLock, 
Vice President in Charge of Sales. 
Accepted : 
GENERAL Motors Corp., 
By H. H. Courtice, 


Erecutive Vice President. 
Dated May 24, 1951. 


[Attachment C! 
KAISER-FRAZER CORP.., 


Willow Run, Mich., May 28, 1951. 
JENERAL Morors Corp., 


Detroit, Mich. 


GENTLEMEN: In connection with the assignment to you of all of our right, 
title and interest in and to an agreement dated August 28, 1950, providing for the 
sale to us by Allegheny Ludlum Steel Corp. of carbon steel ingots for a 15-month 
period commencing with the month of March 1951 and ending with the month 
of May 1952, and as a partial consideration therefor we hereby : 

1. Assign to you our option or right to purchase from Republic Steel Corp., 
6,000 gross tons of pig iron per month commencing with the month of June 
1951 and continuing for a 10-month period or until such time as the facilities 
expansion program of the Republic Steel Corp. is completed, under an agree- 
ment between Republic Steel Corp. and Kaiser-Frazer Corp. dated February 


14, 1949, the prices for this pig iron being the published prices of Republic Steel 
Corp. f. 0. b. Cleveland. 
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2. Agree to produce for you the following stampings from a total of a mini- 
mum of 40,000 tons of sheets for a period of 10 months commencing with the 
month of June 1951 at the following prices f. 0. b. Willow Run: 


Stamping: Price 
Neen di wenn Semana a atm oct eee $8. O759 
ae plore h aia agen a ee were ill meh 4, 0785 
se a eae ee CO lye a Ra ETP Tne SOREL aR ae PSO . 7189 
Neen eee nnn nnn se ders bebe tpt arene n tee 44ie . 2081 
Neen nn eee TL es annseeies cababul pe sbing aiden owt rreise mene . 3913 


3. To make available to you at our costs, for the 10-month period commencing 
with the month of June 1951, all steel acquired by us under firm commitments 
with our suppliers including particularly United States Steel Corp. and Re. 
public Steel Corp. which is in excess of our requirements for the production of 
our automobiles, the production of your stampings, and necessary support of our 
suppliers. Such excess steel, on the basis of our present planned rate of pro- 
duction and present estimates, should amount to at least 4,000 tons per month. 
Such excess steel will be ordered by us from our sources with instructions for 
shipment thereof to your plants as specified by you and you, in turn, will issue 
orders to us for such steel with corresponding shipping instructions. 

Your acceptance of the foregoing will be evidenced by your execution of the 
document pursuant to which we are assigning to you our right, title. and interest 
in and to the aforementioned agreement of August 28, 1950, and by your endorse- 
ment below. 

Very truly yours, 
KAISER-F'RAZER Corp. 
By Epear F. Katser, President. 


Accepted this 8th day of June 1951, as of May 28, 1951. 


GENERAL Motors Corp. 
By H. H. Currice, Ewecutive Vice President. 


AGREEMENT 


This agreement made and entered into this 28th day of August, 1950, by and 
between Kaiser-Frazer Corporation, a Nevada corporation (herein called Kaiser- 
Frazer), and Allegheny Ludlum Steel Corporation, a Pennsylvania corporation 
(herein called Allegheny ) ; 

Whereas Kaiser-Frazer and Allegheny have previously entered into an agree- 
ment dated November 1, 1949 (supplemented by the letter from Allegheny to 
Kaiser-Frazer dated November 9, 1949, and-the letter from Kaiser-Frazer to 
Allegheny -dated November 18, 1949), for the sale of steel ingots during the 
fifteen-month period beginning with the month of December 1949 and ending with 
the month of February 1951; and 

Whereas the parties desire to enter into an agreement for the sale of carbon 
steel ingots by Allegheny to Kaiser-Frazer during the fifteen-month period be- 
ginning with the month of March 1951 and ending with the month of May 1952 
upon the terms and conditions hereinafter set forth; 

Now, therefore, the parties hereto, intending to be legally bound hereby, agree 
as follows: 

Article I.—Kaiser-Frazer shall have an option to purchase in each month dur- 
ing the period of fifteen months beginning with the month of March 1951 by 
giving written notice to Allegheny, as hereinafter in this Article I provided, 
6,667 net tons of carbon steel ingots of such size and specification as Kaiser- 
Frazer may require within the limits of Allegheny’s facilities. Such option 
for each successive three-month period shall be exercisable by written notice 
given at least ninety days prior to the first day of such three-month period. 
Within forty-five days of receipt of each notice, Allegheny agrees that if in 
the light of its existing commitments it is able to furnish an additional 1,333 
net tops of such carbon steel ingots during any or all of the three months 
covered by such notice, it will so advise Kaiser-Frazer and Kaiser-Frazer 
may purchase such additional 1,333 net tons per month upon the terms herein 
provided. Failure on the part of Kaiser-Frazer to exercise its option with 
respect to any month shall not increase the amount which it may purchase 
for any subsequent month or extend the option period of fifteen months. Such 
steel ingots shall be delivered f. 0. b. Brackenridge, Pennsylvania, and the 
price therefore delivered at such place will be Allegheny’s total cost of produc- 
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ing such ingots plus 1244 percent of such cost. The preliminary billing price 
for any steel ingots shipped hereunder shall be fixed from time to time by 
Kaiser-Frazer and Allegheny by mutual agreement. Statements of Allegheny’s 
total cost of steel ingots shipped in any month, broken down as to labor, 
material, burden and administrative costs, and certified by Allegheny’s Treasurer 
or Assistant Treasurer to be in accordance with Allegheny’s established ac- 
counting practice, shall be furnished by Allegheny within fifteen days after 
the end of each month. If the preliminary billing prices for sueh month 
are more or less than the price to be paid by Kaiser-Frazer hereunder for 
ingots shipped during that month, the party chargeable shall pay-the difference 
less % of 1 percent not later than the first of the second month following 
the month of shipment unless the parties shall not be in agreement as to 
the amount of such difference, in which case the difference shall be paid 
promptly after the amount thereof has been settled. Interest at the rate of 
5 percent per annum shall be paid by either party in case of default in payment 
of such difference. On or before March 31, 1952, Allegheny shall prepare and 
submit to Kuaiser-Frazer a final statement of its costs in producing steel ingots 
hereunder shipped to Kaiser-Frazer during the year 1951, and on or before 
September 1, 1952, a similar statement of its costs in producing steel ingots 
shipped to Kaiser-Frazer during the five months ended May 31, 1952, in each 
case certified by Allegheny’s Treasurer or Assistant Treasurer to be in ac- 
cordance with Allegheny’s established accounting practice, broken down as to 
labor, material, burden and administrative costs. Any adjustments to which 
either party may be entitled under such final statements of costs shall be 
promptly made. There shall be appointed an Accounting Committee consisting 
of one member representing Kaiser-Frazer and one member representing Al- 
legheny, who shall determine any disagreement with respect to Allegheny’s costs 
hereunder. If they fail to agree, they shall select, for the purpose of determining 
any dispute, a third member of the committee, whose expenses shall be paid 
one-half by each of the parties hereto. If such representatives are unable to 
agree upon the third member, he shall be appointed by the President Judge 
of the Court of Common Pleas of Allegheny County, Pennsylvania. 

Article II.—Allegheny’s obligation to produce and sell steel ingots to Kaiser- 
Frazer hereunder is conditioned upon the timely receipt by Allegheny of suffi- 
cient scrap of the quality required for production hereunder, in addition to the 
scrap required in Allegheny’s other operations; provided that Allegheny shall 
use its best efforts to obtain such scrap. Failure on the part of Allegheny to 
deliver the full amount of 6,667 or 8,000 net tons of steel ingots, as the case may 
be, ordered by Kaiser-Frazer in any month by reason of Allegheny’s inability to 
obtain such scrap shall not increase the amount of steel ingots which Kaiser- 
Frazer may purchase for any subsequent month or extend the option period of 
fifteen months. 

Article I1I.—Upon request of Kaiser-Frazer, Allegheny to the extent that it 
can do so without interference with its other operations will use its best efforts 
to convert steel ingots ordered by Kaiser-Frazer hereunder into slabs. Kaiser- 
Frazer shall pay Allehgeny therefor the cost to Allegheny of such conversion plus 
121%4% of such cost. In the event of any such conversion hereunder during any 
month, such cost shall be included in the statements of cost furnished by Alle- 
gheny to Kaiser-Frazer for such month under Article I hereof, broken down as 
provided in said Article I. 

Article IV.—Allegheny shall have an option to purchase from Kaiser-Frazer 
by giving written notice to Kaiser-Frazer, as hereinafter in this Article IV pro- 
vided, 3,000 net tons of pig iron during each of the months of October, November 
and December 1950 and January 1951 and 2,000 net tons during each month dur- 
ing the sixteen-month period beginning with the month of February 1951 and 
ending with the month of May 1952; provided, however, that the obligation of 
Kaiser-Frazer to sell pig iron to Allegheny under this article shall be condi- 
tional upon the receipt by Kaiser-Frazer of equivalent amounts of pig iron from 
Republic Steel Corporation, and the obligation of Kaiser-Frazer to sell pig iron 
to Allegheny under this article in excess of 12,000 tons shall terminate in the 
event of the sale by Kaiser-Frazer of its blast furnace at Cleveland, Ohio, but 
in any event Kaiser-Frazer will use its best efforts to make pig iron available 
to Allegheny at the times and in the quantities provided herein. Such option for 
the months of October, November and December 1950 and January 1951 shall 
be exercisable by written notice given on or before September 1, 1950, and such 
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option for each month thereafter shall be exercisable by written notice given 
at least forty-five days prior to the first day of such month. Failure on the part 
of Allegheny to exercise its option with respect to any month shall not increase 
the amount which it may purchase for any subsequent month or extend the 
option period beyond May 1952. Such pig iron shall be delivered f. o. b. Cleveland, 
Ohio, and the price therefor delivered at such place shall be the market price 
of Republic Steel Corporation therefor. Kaiser-Frazer shall use its best efforts 
to furnish pig iron meeting the following specifications: not over 1 percent 
silicon; not over .05 percent sulphur; not over .38 percent phosphorus; not over 
2 percent manganese; and with chrome, copper and nickel content as low 
as possible. 

Article V.—Except as otherwise provided in this article, neither party shall 
be liable to the other for any delay or failure of performance due to causes be- 
yond its control, including, without limitation, acts of God, war, strikes, govern- 
ment allocations or priorities, civil commotion and the like. Without limitation 
of the generality of the foregoing, it is understood and agreed, subject to the 
provisions of Article II hereof, that if the production of pig iron by Kaiser- 
Frazer or the production of ingots by Allegheny shall be curtailed or interrupted 
by any cause beyond its control, the time for the performance of its obligation 
to sell the same hereunder shall be proportionally extended, but during the 
period of any such curtailment or interruption the supply of pig iron or ingots 
hereunder shall not be reduced in any greater proportion than the supply of pig 
iron agreed to be sold by Kaiser-Frazer to any other customer or the supply of 
ingots agreed to be sold by Allegheny to any other customer, as the case may be, 
is reduced. If and to the extent that by reason of government allocations or 
priorities Allegheny is unable during any month to produce and sell to Kaiser- 
Frazer the ingots ordered by it hereunder and uses the furnace referred to in 
the agreement between the parties dated November 1, 1949, for the production 
and sale of ingots to others during such month, Allegheny shall pay to Kaiser- 
Frazer $5.00 per net ton of carbon steel ingots so produced for sale to others (or 
in case the ingots so produced are other than carbon steel ingots $5.00 per net 
ton adjusted on the basis of Allegheny’s average melting time for such other 
ingots as compared to its average melting time for carbon steel ingots). 

Article VI.—Allegheny agrees to replace without charge any products sold 
hereunder which are defective in workmanship or material, provided such de- 
fective condition results from Allegheny’s failure to use, in production hereunder 
the same degree of care which it uses in production for others. Allegheny will 
pay all freight and handling charges in connection with the return and replac- 
ing of such defective products. Allegheny shall not be liable for loss, damage or 
expense directly or indirectly arising from the use of the products or from any 
other cause, its liabilities being expressly limited to the replacement of defective 
products as above set forth. Every claim on account of defective material or 
workmanship or from any other cause shall be deemed waived by Kaiser-Frazer 
unless made in writing within sixty days from the receipt of the products to 
which such claim relates. Allegheny expressly warrants the title to all products 
sold hereunder. The foregoing provisions of this Article VI are in lieu of and 
exclude all other warranties, express or implied, by operation of law or other- 
wise. 

Article VII.—Terms of all payments of the preliminary billing prices provided 
for in Article I hereof shall be % percent discount for ten days and net thirty 
days from date of invoice. 

Article VIII.—Notice to be given hereunder shall be sent by mail, postage pre- 
paid, and in the case of Kaiser-Frazer, addressed to Kaiser-Frazer Corporation, 
Willow Run, Michigan, and in the case of Allegheny, addressed to Allegheny 
Ludlum Steel Corporation, Oliver Building, Pittsburgh 22, Pennsylvania. 

Article [IX.—This contract shall inure to the benefit of and be binding upon the 
successors and assigns of the respective parties hereto, but may not be assigned 
by either party without the prior written consent of the other, except to a suc- 
cessor of all or substantially all of the business of such party by merger, consoli- 
dation or otherwise. 

ARTICLE X.—Nothing herein shall be deemed to modify or affect the obliga- 
tions of the parties under the agreement between them dated November 1, 1949, 
as supplemented. 


ee + 


Te eT SE 








Mm OD a Bi 


<= 


i- 


= eee = 


os NSE oe 
ST TL TE II NI TT 


ADMINISTERED PRICES 3877 


In witness whereof the parties hereto have executed this agreement as of the 
day and year first above written. 


KAISER-FRAZER CORPORATION, 
By Cuay P. Beprorp, 


Vice president. 


Attest : 
WALSTON S. Brown, 
Assistant secretary. 
ALLEGHENY LUDLUM STEEL CORPORATION, 
By E. J. HANLey, 
Executive vice president. 
Attest: 
[SEAL] 


S. A. McCaskeEy, Jr., 
Secretary. 
October 4, 1950, conformed copy. 
JAMES H. WoopWArp, 
Assistant secretary, Kaiser-Frazer Corp. 


ASSIGNMENT AGREEMENT 


This Assignment Agreement, made and entered into as of June 1, 1951, by and 
between Kaiser-Frazer Corporation, a Nevada corporation (herein called 
“Kaiser-Frazer”), GENERAL MOTORS CORPORATION, a Delaware corpora- 
tion (herein called “General Motors”), and ALLEGHENY LUDLUM STEEL 
CORPORATION, a Pennsylvania corporation (herein called “Allegheny’’). 

Whereas Kaiser-Frazer and Allegheny have previously entered into an agree- 
ment dated August 28, 1950, providing for the sale of carbon steel ingots by 
Allegheny to Kaiser-Frazer during the fifteen-month period beginning with the 
month of March 1951 and ending with the month of May 1952; and 

Whereas under the terms of said agreement as of June 1, 1951, and after de- 
livery by Allegheny to Kaiser-Frazer of three thousand three hundred fifty 
(3,350) net tons in June 1951, the balance of the ingot tonnage to be furnished 
by Allegheny as a commitment subject to the terms and conditions of the agree- 
ment, is seventy-six thousand six hundred fifty-four (76,654) net tons and the 
balance of the additional ingot tonnage, to be furnished by Allegheny, if in the 
light of its existing commitments it is able to do so, also subject to the terms 
and conditions of the agreement is fifteen thousand nine hundred ninety-six 
(15,996) net tons; and 

Whereas Kaiser-Frazer desires to assign to General Motors all of its right, 
title and interest in and to such agreement dated August 28, 1950, subject to the 
delivery by Allegheny to Kaiser-Frazer of three thousand three hundred fifty 
(3,350) net tons in June 1951, and General Motors desires to accept such assign- 
ment from Kaiser-Frazer and is prepared to assume all of the obligations under 
such agreement dated August 28, 1950; and 

Whereas said agreement of August 28, 1950 was predicated upon and resulted 
from previous agreements in connection with which Kaiser-Frazer advanced to 
Allegheny and others as partial consideration therefor the sum of One Million 
Three Hundred Eighty-Nine Thousand Dollars ($1,389,000), which is considered 
a reasonable partial consideration for the assignment of the agreement of August 
28, 1950, contemplated by this instrument; and 

Whereas Allegheny is agreeable to such assignment to General Motors, of the 
rights of Kaiser-Frazer under the agreement of August 28, 1950, and the as- 
sumption by General Motors of the liabilities of Kaiser-Frazer thereunder ; 

Now, therefore, in consideration of the premises, the mutual promises and un- 
dertakings hereinafter set forth and other good and valuable considerations, 
the parties hereto agree as follows: 

1. General Motors will pay to Kaiser-Frazer upon the execution of this as- 
signment, as reimbursement for the advance or partial consideration paid by 
Kaiser-Frazer to Allegheny and others in connection with the agreements referred 
to above, the sum of One Million Three Hundred Eighty-Nine Thousand Dollars 
($1,389,000). 

2. Kaiser-Frazer hereby assigns as of June 1, 1951, to General Motors all of its 
right, title and interest in and to the agreement dated August 28, 1950 between 
Kaiser-Frazer and Allegheny, providing for the sale of carbon steel ingots by 
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Allegheny to Kaiser-Frazer, subject to delivery by Allegheny to Kaiser-Frazer 
of thirty-three hundred fifty (3350) net tens in June, 1951. 

3. General Motors hereby assumes and agrees to faithfully perform and dis- 
charge all the terms, covenants and obligations assumed or to be performed or 
discharged by Kaiser-Frazer under such agreement dated August 28, 1950 be- 
tween Kaiser-Frazer and Allegheny. 

4. Allegheny hereby agrees to such assignment and as of the Ist day of June 
1951 does hereby release and fully acquit Kaiser-Frazer from any further 
liability of whatsoever nature arising under such agreement dated August 28, 
1950, between Kaiser-Frazer and Allegheny, it being the intention of the parties 
hereto to effect a novation thereunder by substituting General Motors therein 
for Kaiser-Frazer therein as a party thereto, and to henceforth release Kaiser- 
Frazer therein from any responsibility under said agreement dated August 28, 
1950 and to substitute General Motors therein, provided, however, that the obliga- 
tions of Kaiser-Frazer and Allegheny under Article I of the Agreement of August 
28, 1950, to render statements, account for, arbitrate, and pay costs, adjustments, 
prices and interest with respect to steel ingots shipped under said agreement prior 
to the Ist day of June 1951, as well as with respect to the thirty-three hundred 
fifty (3350) tons of carbon steel ingots to be delivered by Allegheny to Kaiser in 
June 1951, or to pay for any other products shipped under the provisions of said 
agreement prior to the Ist day of June 1951 shall continue as the obligations 
of Kaiser-Frazer and Allegheny, with correlative rights to such parties, but with 
no responsibility or liability therefor on the part of General Motors and with no 
right, accruing from the discharge or failure to discharge such obligations by 
either party, on the part of either Kaiser-Frazer or Allegheny to terminate or 
modify this assignment or the Agreement of August 28, 1950 assigned hereby. 

In witness whereof, the parties hereto have executed this agreement as of the 
day and year hereinabove first written. 


KAISER-FRAZER CORPORATION, 
By Hoear S. Kaltser, 


President. 
Attest: 
WALSTON S. Brown, 
Secretary. 
GENERAL Motors CORPORATION, 
By H. H. Currice, 
Executive Vice President. 
Attest : 
A. F. Power, 
Assistant Secretary. 
ALLEGHENY LUDLUM STEEL CORPORATION, 
By E. J. HANLEY, 
President. 
Attest : 
S. A. McCaskeEy., Jr., 


Secretary. 


[Attachment D] 


BETHLEHEM STEEL C©o., INC., 
Bethlehem, Pa., April 1, 1952. 
Mr. HuGH DEAN, 
Vice President in Charge of Manufacturing Staff, 
General Motors Corp., Detroit, Mich. 

Deak Mr. DEAN: I am enclosing a signed copy of your letter of March 19, 
constituting an agreement between the Bethlehem Steel Co. and the General 
Motors Corp. for the sale of steel products by Bethlehem and the purchase of 
these products by General Motors, as outlined in your letter and the attached 
proposed distribution of Bethlehem tonnage to the various General Motors 
divisions. 

This has been a long job and I am delighted to see the agreement consummated, 
and look forward to a continuation of the very happy relationship between our 
two companies. 

Very truly yours, 


K. L. GRirFirTH, 
General Manager of Sales. 


| 


ee 


RRR ERE Fe Ce NR RT ES NE RT 








‘ 
§ 
f 


Ee, I NEN ER 


ee cam 


od 


ADMINISTERED PRICES 3879 


Makc8 19, 1952. 
Mr. K. L. GRIFFITH, 
General Sales Manager, 
Bethlehem Steel Co., Bethlehem, Pa. 

Deak Mr. GrirrirH: Following our conversation in your offices on February 
6, 1952. we submit herewith our proposal for an agreement between Bethlehem 
Steel Co. and General Motors Corp. 

Postwar you supplied us with the following tonnages and percentages of our 
regular mill steel receipts : 


Year Tons Percent 
947 113, 363 | 4.1 
aa 138, 270 | 4.4 
1949. _- 190, 438. | 4.7 
1950 235, 065 | 4.3 
1951__- 183, 764 0 


When your ingot production reaches 17 million tons (excepting west coast) , 
which you anticipate to be about January 1, 1953, your output of prime finished 
products at 70 percent yield should be approximately 11,900,000 tons. A tonnage 
ceiling of 423,500 tons for General Motors would, on this basis represent about 
3.5 percent of your anticipated output and between 5.0 percent to 6.0 percent of 
our anticipated maximum requirements. 

On the basis of the foregoing beginning January 1, 1953 and for a period of 
5 years thereafter, General Motors Corp. agrees to buy, and Bethlehem Steel Co. 
agrees to sell between 5.0 percent and 6.0 percent of General Motors annual re- 
quirements of steel products of the type heretofore supplied to General Motors 
by Bethlehem, provided, however, that Bethlehem Steel Co. need not supply in 
any 1 year a tonnage which exceeds 3.5 percent as computed above of its pro- 
duction of prime finished products from its own ingot steel. 

At the maximum of 423,500 tons annually, Bethlehem agrees to furnish and 
General Motors agrees to buy the following approximate tonnages of steel by- 
products: 
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I a Na i ia teste lines ss emnesineneperpenseieoniiantie wien 5, 000 
SN Tk Ne NN acticin cts tecncenndancg ew arsenic om pve Sadie meds eae 173, 300 
ie ee eee oo Oa csublimamipexediaesanihunans came conteatcs 77, 400 
Sa NON acids ode ctanchsiase. cepthn ethane tented te arb tdecbens weed die ateerenbo es 13, 200 

I i a i AN scatter a hte eae al nnn recilk  ee 423, 500 


At anything less than maximum requirements by General Motors, the tonnage 
shown would be reduced accordingly but the percent remain constant. 

It is also agreed by both companies that a certain amount of fiexibility be left 
between products, such as more hot rolled sheets and less cold rolled—more 
carbon and less alloy or the reverse as any unusual conditions by either party 
from time to time might dictate. 

It is further understood that in respect of each of the above products Bethlehem 
Steel Co. will furnish such specifications as will from time to time be in conform: 
ity with its normal pattern of scheduling and distribution and subject to the 
capacities and limitations of its various mills. 

The plants to which Bethlehem Steel Co. will deliver steel will be those which 
are most advantageously served from their natural area, including upper New 
York State divisions, Ternstedt Trenton, Hyatt and New Departure, Detrcit, 
Flint, and Lansing area plants, Electro-Motive Cleveland plant on such items 
as heavy plates, wheels and axles and such others in those general areas as 
might be mutually agreed upon. 

The material shall be scheduled in approximately equal monthly proportions 
and Bethlehem Steel Co.’s prices and conditions of sale in effect at the time of 
shipment shall govern. During periods of any Government controls on production 
and distribution, provisions of this agreement shall apply pro rata to that 
portion of Bethlehem Steel Co. output generally, or in specific products, which 
is available for distribution at Bethlehem Steel Co.’s discretion. 
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This agreement is subject to strikes, fires, war damage and other conditions 
beyond the control of either Bethlehem Steel Co. or General Motors Corp. 
This agreement will continue in effect until December 31, 1957, unless canceled 
by either party on 12 months’ notice in writing. 
I am sending you this letter in duplicate. If you find that this agreement is 
a I would appreciate it if you would sign one copy and return it for our 
es. 
Very truly yours, 
Hueu DEAN, 
Vice President in Charge of Manufacturing Staff. 
Accepted : 
BETHLEHEM STEEL Co., 
By K. L. GRIFFITH, 
General Manager of Sales. 
Date: March 31, 1952. 


[Attachment E] 


AGREEMENT 


This Agreement, Made and entered into under date of November 22, 1950, by 
and between General Motors Corporation, a corporation organized and existing 
under the laws of the State of Delaware (hereinafter called “General Motors’), 
as party of the first part, and Jones & Laughlin Steel Corporation, a corporation 
organized and existing under the laws of the Commonwealth of Pennsylvania 
(hereinafter called “Jones & Laughlin”), as party of the second part, 


WITNESSETH : 


Whereas General Motors has for some years been purchasing from Jones & 
Laughlin substantial quantities of steel products, such quantities at the present 
time being approximately two hundred twenty-five thousand (225,000) net tons 
of cold rolled steel sheets or coils, twenty thousand (20,000) net tons of hot rolled 
steel sheets or coils and fifty-five thousand (55,000) net tons of other steel prod- 
ucts a year; and 

Whereas General Motors’ requirements for steel products of the kinds men- 
tioned in the preceding paragraph have substantially increased and because it is 
having great difficulty in meeting such requirements it desires to enter into this 
agreement for the purpose of securing for a period of years an assured source of 
supply of steel to the extent and under the terms and conditions hereinafter set 
forth ; and 

Whereas Jones & Laughlin is unwilling to make a commitment to General 
Motors for the sale of an increased tonnage of steel products unless Jones & 
Laughlin makes a corresponding increase in the productive capacity at its Otis 
Works, in the City of Cleveland, Ohio; and 

Whereas because of the extensive construction program to which Jones & 
Laughlin is already committed, it is of the opinion that it should not incur at 
this time the added expense of increasing the productive capacity at its Otis 
Works, as aforesaid, unless General Motors will agree to lend it Twenty-eight 
Million Dollars ($28,000,000), which is the estimated cost of such increase in 
eapacity at the Otis Works, and General Motors is willing to lend such sum of 
Twenty-eight Million Dollars ($28,000,000) to Jones & Laughlin on the terms 
and conditions hereinafter set forth in order to enable Jones & Laughlin to 
finance such increase in capacity at its Otis Works: 

Now, therefore it is mutually agreed by and between the parties hereto as 
follows: 

One.—Jones & Laughlin shall undertake immediately and shall expedite to 
the best of its ability the expansion of its facilities at its Otis Works so as to 
enable it to produce monthly an additional ten thousand (10,000) net tons of 
hot rolled steel sheets or coils and an additional ten thousand (10,000) net tons 
of cold rolled steel sheets or coils at such Works. 

Two.—In order to enable Jones & Laughlin to finance the expansion program 
provided for in paragraph One of this agreement, General Motors hereby agrees 
to lend Jones & Laughlin an aggregate amount not exceeding Twenty-eight Mil- 
lion Dollars ($28,000,000) at such times and in such sums as shall be specified in 
appropriate written requests to be executed by the President, the Executive Vice 





7 
t 
' 
a 
‘ 

Ie 


Sar TS on ae 


TS ERI 





6 
k 


NE ITN UN ot PETAL Y, 


RTS EI 


= 


OR ETE ITEM IN 


oe 9 


Ye SEN RTARTA I AT mT rs 





ADMINISTERED PRICES 3881 


President or any other proper officer of Jones & Laughlin and to be delivered 
to General Motors not less than ten (10) days before the date on which the 
particular payment is to be made. 

Three.—During the period commencing with the month of January, 1951, and 
ending with the calendar month in which the expansion program provided for 
in paragraph One of this agreement shall be completed, Jones & Laughlin shall 
sell and deliver to General Motors and General Motors shall purchase and accept 
from Jones & Laughlin in each calendar month, upon orders seasonably placed 
by General Motors and at Jones & Laughlin’s regular price in effect at the time 
of shipment of the particular product so purchased, at least eight percent (8%) 
of General Motors’ requirements of steel on a reasonably mixed basis with- 
in the types and ranges then produced by Jones & Laughlin, but unless Jones 
& Laughlin shall otherwise agree by the acceptance of orders for any particu- 
lar month it shall not be obligated to sell and deliver to General Motors during 
that particular month more than an aggregate of twenty-five thousand (25,000) 
net tons of steel products, consisting of approximately eighteen thousand, seven 
hundred fifty (18,750) net fons of cold rolled steel sheets or coils, one thousand, 
six hundred sixty-seven (1,667) net tons of hot rolled steel sheets or coils and 
four thousand, five hundred eight-three (4,583) net tons of other steel products. 
In order to assist Jones & Laughlin in making these sales, General Motors shall 
during each calendar month in the period commencing with January, 1951, and 
ending with the calendar month in which the expansion program provided for in 
paragraph One of this agreement shall be completed, if so requested reasonably 
in advance by Jones & Laughlin, sell and deliver to Jones & Laughlin at Jones 
& Laughlin’s Pittsburgh Works five thousand (5,000) net tons of slabs for rolling 
into hot or cold rolled steel sheets or coils to be sold and delivered by Jones & 
Laughlin to General Motors pursuant to this agreement. Jones & Laughlin shall 
pay General Motors for such slabs the price then generally paid by Jones & 
Laughlin to others for slabs of like quality for rolling at its Pittsburgh Works. 

Four.—Commencing with the calendar month following the completion of 
the expansion program provided for in paragraph One of this Agreement and 
continuing until the termination of this agreement, Jones & Laughlin shall sell 
and deliver to General Motors and General Motors shall purchase and accept 
from Jones & Laughlin during each calendar month, upon orders seasonably 
placed by General Motors and at Jones & Laughlin’s regular price in effect at 
the time of shipment for the particular product so purchased, at least eight 
percent (8 percent) of General Motors’ requirements of steel cn a reasonably 
mixed basis within the types and ranges then produced by Jones & Laughlin, 
but unless Jones & Laughlin shall otherwise agree by the acceptance of orders 
for any particular month it shall not be obligated to sell and deliver to General 
Motors during that particular month more than forty-five thousand (45,000) 
net tons of steel products, consisting of approximately twenty-eight thousand, 
seven hundred fifty (28,750) net tons of cold rolled steel sheets or coils, eleven 
thousand, six hundred sixty-seven (11,667) net tons of hot rolled steel sheets 
or coils and four thousand, five hundred eighty-three (4,583) net tons of other 
steel products. It is understood, however, that General Motors shall have the 
option of increasing such quantity of other steel products from four thousand, 
five hundred eight-three (4,583) net tons to not more than six thousand, two 
hundred fifty (6,250) net tons in any calendar month with a corresponding re- 
duction in the quantity of hot rolled steel sheets or coils to be sold and delivered 
to it under this agreement during that particular month. All sales made pur- 
suant to this Agreement shall be made under Jones & Laugblin’s standard condi- 
tions of sale prevailing at the time when General Motors’ orders are entered 
by Jones & Laughlin. 

Five.—Commencing with the first day of the calendar month following the 
completion of the expansion program provided for in paragraph One of this 
agreement, interest shall accrue at the rate of three percent (3 percent) a year 
on the aggregate amount lent by General Motors to Jones & Laughlin pursuant 
to the provisions of paragraph Two of this agreement which shall remain unpaid. 
Such interest shall be payable monthly as provided for in paragraph Six of this 
Agreement. 

Siz.—Commencing with the second calendar month after the completion of 
the expansion program provided for in paragraph One of this Agreement, Jones 
& Laughlin shall make a monthly payment to General Motors for the purpose of 
repaying the amount lent by General Motors to Jones & Laughlin pursuant to 
the provisions of paragraph Two of this agreement and for the purpose of pay- 
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ing the interest accrued on such indebtedness pursuant to the provisions of 
paragraph Five of this agreement. The amount of each monthly payment shall 
be computed as follows: 

(a) Three Dollars ($3) a net ton with respect to each net ton of steel 
products up to and including a total of twenty-five thosuand (25,000) net 
tons sold and shipped to General Motors by Jones & Laughlin during the 
preceding calendar month; and 

(b) If the total of all steel products sold and shipped to General Motors 
by Jones & Laughlin during the preceding calendar month was in excess of 
twenty-five thousand (25,000) net tons— 

(1) Ten Dollars ($10) for each net ton of hot rolled steel sheets or 
coils in excess of one thousand, six hundred sixty-seven (1,667) net 
tons so sold and shipped during that particular month: and 

(2) Fifteen Dollars ($15) for each net ton of cold rolled steel sheets 
or coils in excess of eighteen thosuand, seven hundred fifty (18,750) 
net tons so sold and shipped during that particular month. 

For the purpose of subparagraph (b) (1) above any substitution of other steel 
products for hot rolled steel sheets or coils shall be counted as hot rolled steel 
sheets or coils. Each amount which shall become due and payable to General 
Motors under the provisions of this paragraph Six shall be paid by Jones & 
Laughlin to General Motors on or before the twentieth (20th) day of the calen- 
dar month following the calendar month in which the shipments constituting the 
basis for computing the amount of such payment shall have been made. Each 
such payment shall be applied first in satisfaction of the accrued interest on the 
indebtedness owed by Jones & Laughlin to General Motors pursuant to the pro- 
visions of paragraph Two of this agreement and any surplus then remaining 
shall be applied in partial reduction of the principal amount of such indebted- 
ness. Notwithstanding the provisions of this paragraph Six, the entire indebt- 
edness of Jones & Laughlin to General Motors pursuant to the provisions of 
paragraph Two of this agreement and the accrued interest thereon shall be paid 
in full by Jones & Laughlin to General Motors not later than January 20, 1966. 

Seven.—Except as provided in paragraph Eight of this agreement, this agree- 
ment shall terminate as soon as Jones & Laughlin shall have repaid to General 
Motors in accordance with the provisions of paragraph Six of this Agreement 
the aggregate amount of the indebtedness of Jones & Laughlin to General Motors 
pursuant to the provisions of paragraph Two of this agreement together with 
the interest accrued thereon pursuant to the provisions of paragraph Five of 
this agreement. 

Fight.—If, during any calendar month after the completion of the expansion 
program provided for in paragraph One of this agreement, General Motors shall, 
for any reason, be prevented in whole or in part from purchasing and accepting 
steel products pursuant to paragraph Four of this agreement or if Jones & 
Laughlin shall, by causes beyond its control, be prevented in whole or in part 
from selling and delivering steel products to General Motors pursuant to para- 
graph Four of this agreement and if Jones & Laughlin shall use in the manu- 
facture of steel products sold and shipped to others during that month all or 
part of the steel not used in the manufacture of steel products for sale and ship- 
ment to General Motors pursuant to paragraph Four of this agreement during 
that month, then Jones & Laughlin shall pay to General Motors on or before the 
twentieth (20th) day of the following calendar month the aggregate amount 
which Jones & Laughlin would have paid to General Motors under the provi- 
sions of paragraph Six of this agreement if all such steel products which were 
so sold to others and were within the pattern of paragraph Four of this agree- 
ment had been sold to General Motors and Three Dollars ($3) a net ton for all 
such steel products which were so sold to others and were not within the pat- 
tern of paragraph Four of this agreement. Bach such payment shall be applied 
in accordance with the provisions of paragraph Six of this agreement. After 
the indebtedness of Jones & Laughlin to General Motors and the accrued interest 
thereon shall have been fully paid as provided in paragraph Six of this agree- 
ment, this agreement shall nevertheless continue until Jones & Laughlin shall 
have sold and delivered to General Motors and General Motors shall have pur- 
chased and accepted from Jones & Laughlin in accordance with the provisions 
of paragraph Four of this agreement an aggregate tonnage of steel products 
equal to the aggregate tonnage of steel products sold to others and used in com- 
puting the amount of any monthly payment by Jones & Laughlin to General 
Motors as set forth in this paragraph Fight. 
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Nine.—Jones & Laughlin shall not be chargeable with a breach of contract 
for failure to sell and deliver and General Motors shall not be chargeable with 
a breach of contract for failure to purchase and accept steel products pursuant 
to this agreement if such failure is occasioned by acts of God, floods, fires, delays 
in transportation, embargoes, shortages of cars, strikes, differences with em- 
ployes, delays in the construction of facilities, plant accidents, breakdowns of 
equipment, shutdowns for repairing equipment, wars, insurrections, riots or civil 
ecommotions, interference by foreign powers, requirements of the federal or any 
state government or any subdivision, department or bureau thereof, inability to 
procure supplies of raw materials, or causes of any other nature which are be- 
yond its control. 

Ten.—Anything in this agreement to the contrary notwithstanding, it shall not 
become effective unless the owners of a majority of the outstanding shares of 
the capital stock of Jones & Laughlin shall, at a special meeting of such share- 
holders to be held on January 17, 1951, vote in favor of increasing the legal debt 
limit of Jones & Laughlin from One Hundred Fifty Million Dollars ($150,000,000) 
at any one time outstanding to One Hundred Eighty Million Dollars ($180,- 
000,000) at any one time outstanding. The Management of Jones & Laughlin 
shall use its best efforts to procure such a vote by the shareholders of Jones & 
Laughlin. 

Eleven.—This Agreement shall inure the benefit of, and shall be binding upon, 
the successors and assigns of the parties hereto, but this Agreement shall not be 
assignable by either party without the written consent of the other party except 
to a successor in business to either party or to an assignee of the entire business 
of either party. 

In Witness Whereof the parties hereto have caused this Agreement to be 
executed in duplicate and their corporate seals to be affixed hereto by their 


respective officers thereunto duly authorized, all as of the day and year first 
above written. 


Attest: 
GENERAL Morors CoRPORATION, 
By C. E. WItson, 
President. 
W. M. Cortins, 
Assistant Secretary. 
Attest : 
Jones & LAUGHLIN STEEL CORPORATION, 
By Ben MorRE LL, 
President. 
[SEAL] HAMPSON CAREY, 


Assistant Secretary. 


Jones & LAUGHLIN STEEL CORP., 


Pittsburgh, Pa., January 18, 1951. 
GENERAL Morors Corp., 


Detroit, Mich. 
(Attention Mr. H. M. Hogan, General Counsel.) 


GENTLEMEN: As you know, paragraph 10 of the agreement dated November 
22, 1950, between General Motors Corp. and Jones & Laughlin Steel Corp. pro- 
vided that the agreement would not become effective unless the owners of a 
majority of the outstanding shares of the capital stock of Jones & Laughlin 
voted at the special meeting of such shareholders to be held on January 17, 1951, 
in favor of increasing the legal debt limit of Jones & Laughlin from $150 million 
at any one time outstanding to $180 million at any one time outstanding. 

We are pleased to advise you that at the special meeting of our shareholders 
held yesterday afternoon the shareholders duly approved the proposed increase 
in the legal debt limit of Jones & Laughlin. The agreement of November 22, 
1950, between General Motors and Jones & Laughlin thereupon became effective. 

Yours very truly, 
JONES & LAUGHLIN STEEL Corp. 
H. Parker Sharp, Vice President. 
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{Attachment F] 


McLoutH STEEL Corp., 
Detroit, Mich., December 6, 1948. 
GENERAL Morors Corp., 
Detroit, Mich. 


(Attention: Mr. H. H. Curtice, Hvecutive Vice President.) 


GENTLEMEN : Thank you for your supplemental letter dated December 1, 1948 
interpreting the paragraph of the letter agreement relating to governmental 
intervention or other mandatory controls and the effect thereof upon the obliga- 
tions of the parties. 

This is to advise you that your letter is in accordance with our understanding 
and we wish this letter to serve as a formal modification of the letter agreement. 

Very truly yours, 
McLoutH Street Corp., 
DonaLp B. McLoutH, President. 


GENERAL Motors Corp., 
Detroit, Mich., December 1, 1948. 
McLoutH STEEL Corp., 
Detroit, Mich. 
(Attention: Mr. Donald B. McLouth, President.) 


GENTLEMEN: We are returning herewith, duplicate original of letter agree- 
ment dated December 1, 1948, upon which has been endorsed the acceptance of 
General Motors Corp. 

We understand that a question has been raised as to possible ambiguities 
which may develop in the interpretation of the paragraph relating to the abate- 
ment of the obligations of the parties in the event that you are unable to 
perform your obligations by reason of governmental intervention or other 
mandatory controls and the extension of the 3-year term for an additional term 
equal to the period of such abatement. 

It is our understanding that, if during the term of this letter agreement, by 
reason of mandatory order, a percentage of your production is allocated to 
a purchaser other than customers to whom you are committed for your capacity 
production, or a greater percentage of your production is allocated to one of 
your customers than he would receive under a then outstanding commitment, 
General Motors will receive 50 percent of the steel production referred to in the 
letter agreement available for all of your customers with whom you have out- 
standing commitments during the period of allocation, who are not receiving, 
by virtue of the allocation, steel production in excess of your outstanding com- 
mitments with them. 

As to the extension of the term of the letter agreement, in the event there is 
100 percent mandatory allocation, with none of your steel production being al- 
located to General Motors, the 3-year term will be extended for the full period 
of abatement. If, however, there is a partial allocation which results in General 
Motors receiving a percentage of your steel production, but less than 50 percent 
thereof, the extension of the term of the letter agreement shall be only for such 
period of time as is necessary to make available to General Motors the dif- 
fernce between 50 percent of your total production during the period of abate- 
ment and the amount of your steel production actually received by General 
Motors during such period of abatement. 

If the foregoing interpretation of the paragraph of the letter agreement re- 
lating to Government intervention or other mandatory controls, and the effect 
thereof upon the obligations of the parties, is not in accordance with your un- 
derstanding, will you kindly advise us. If this is in accordance with your un- 
derstanding and you wish this letter to serve as a formal modification of the 
letter agreement, kindly advise us to that effect in writing. 

Very truly yours, 


GENERAL Morors CorpP., 
By: H. H. Curtice, 
Executive Vice President. 
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McLoutH Street Corp., 


Detroit, Mich., December 1, 1948. 
GENERAL Morors Corp., 


Detroit, Mich. 
(Attention : Mr. H. H. Curtice, executive vice president. ) 


GENTLEMEN : In consideration of the purchase by you of 10-year 4 percent notes 
aggregating $4 million (secured by trust mortgage dated December 1, 1948, in 
favor of National Bank of Detroit, trustee), executed on December 1, 1948, by 
the undersigned to acquire the necessary funds to expand our production facili- 
ties for the production of finished steel and to increase our production of steel 
for the needs of our customers, including your corporation, the undersigned 
agrees to make available to you from our present facilities and the additional 
facilities to be acquired under our expansion program which contemplates an 
expenditure of $18,500,000, such quantities as you may order for a period of 3 
years, commencing July 1, 1949, up to 50 percent, of the production from our 
finished sheet steel capacity; and until such time as the finishing facilities are 
completed, 50 percent of our ingot and slab production; and 50 percent of pro- 
duction, if any, from new sheet steel facilities between January 1, 1949, and 
June 30, 1949. Subject to delays and interruptions resulting from causes be- 
yond our control, we will operate our facilities at capacity. 

We will also make available to you, subject to your order and the conditions 
hereof, 50 percent of the production, if any, from our excess conversion capacity. 

You are to pay for the aforementioned steel production, our most favorable 
prices to customers purchasing quantity production, current at the time of ship- 
ment, f. o. b. our plant. Terms of payment shall be in accordance with cus- 
tomary trade practice. 

You shall furnish to us a schedule of your tonnage requirements for steel 90 
days in advance of each shipment and you shall furnish specifications for such 
steel, together with shipping instructions, 60 days in advance of each shipment. 

In the event that we are unable to perform our obligations hereunder by rea- 
son of governmental intervention or other mandatory controls, the obligations 
of the parties shall be abated, subject to the 3-year term of this agreement being 
extended for an additional term or terms equal to such period or periods of 
abatement. 

This agreement shall inure to the benefit of, and be binding upon you and the 
undersigned and our successors and assigns, provided, however, that neither 
you nor the undersigned shall assign this agreement without the prior written 
consent of the other party thereto. 

You are further granted an option to extend the term of this agreement for 
an additional period of 2 years from and after the expiration of the aforemen- 
tioned 3-year term, as it may be extended as hereinabove provided, subject to 
all of the terms and conditions hereinabove set forth, provided you give us writ- 
ten notice of your election to exercise this option at least 30 days prior to the 
expiration of the 3-year term as it may be extended. 

In the event that the foregoing is acceptable to you, will you kindly endorse 
your acceptance on the duplicate original of this letter, thereby formalizing our 
agreement. 

Very truly yours, 
By: Donatp B. McLoutH, 
McLoutH STEEL Corp. 
President. 
GENERAL Morors Corp.,. 
By: H. H. Currtice, 
Executive Vice President. 
Accepted this Ist day of December 1948. 
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{Attachment G] 
AGREEMENT 


This Agreement, made this 16th day of September 1949, between McLouth 
Steel Corporation, of Detroit, Michigan (herein called “Borrower”), and General 
Motors Corporation (herein called “Standby Creditor”), for the benefit of them- 
selves and Reconstruction Finance Corporation (herein called “RFC’’), 


WITNESSETH 


That: Whereas by resolution dated October 7, 1948, as amended, RFC au- 
thorized a loan to Borrower in the sum of $10,500,000.00, and as an inducement 
to the making of such loan the parties hereto, on December 1, 1948, entered into 
a Standby Agreement concerning Borrower’s debt to Standby Creditor in the 
amount of $4,000,000 ; and 

Whereas by resolution dated July 29, 1949, as amended, RFC authorized an 
additional loan to Borrower in the sum of $4,000,000, upon condition, among 
others, that the said debt of Borrower to Standby Creditor be also, in all respects, 
subordinated to such additional loan ; 

Now, therefore in consideration of the premises and as an inducement to the 
making by RFC of such additional loan, Borrower and Standby Creditor hereby 
represent, warrant and covenant to and with each other and to and with RFC 
that until payment in full of the indebtedness evidenced by the Note executed 
puresuant to said Resolution of July 29, 1949, as well as the Note mentioned in 
said Standby Agreement of December 1, 1948, all terms and conditions of said 
Standby Agreement of December 1, 1948, between the parties hereto, shall be 
and remain in full force and effect with respect to Borrower’s entire indebted- 
ness to RFC on both loans to the same extent as if both loans, both notes and 
both Resolutions of RFC were fully referred to in said Standby Agreement. 


McLouTH STEEL CORPORATION, 
By: M. A. CUDLIP, 
(Borrower). 
Witness (as to Borrower) 
M. Bubttir, 
800 National Bank Building, Detroit. 
GENERAL Morors CORPORATION, 
(Standby Creditor). 
y: H. H. Curtice, 
Executive Vice President. 
Witness (as to Standby Creditor) 
(SEAL) J. C. Davipson, 
Assistant Scretary, 3044 W. Grand Blwd., Detroit. 


McLoutH STEEL Corp., 
Detroit, Mich., September 15, 194! 
GENERAL Morors Corp., 
Detroit, Mich. 

GENTLEMEN: We have submitted for your consideration modifications of the 
note and the trust mortgage dated December 1, 1948, securing your loan to us 
of $4 million. The modifications which you are now asked to accept would, among 
other things, further subordinate your claim and its security to the claim of Re- 
construction Finance Corporation on account of an additional loan for which 
we are now negotiating with RFC. To induce your consent to the modifications 
of the note and of the trust mortgage, we agree that: 

(1) The scheduled payments to reduce the amount of your note and those of 
the other standby creditors will be made on the first payment date following that 
on which the aggregate indebtedness of McLouth to RFC has been reduced to or 
below $8 million and on every payment date thereafter, provided only that 
McLouth shall not be in default to RFC with respect to the principal or interest 
payments required to be made to RFC on account of either of the loans made to 
McLouth by RFC. 

(2) MeLouth will not, without the written consent of the holders of notes 
secured by the trust mortgage representing two-thirds or more of the principal 
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indebtedness, pay any compensation in excess of $7,500 per annum to any of its 
officers, directors, or employees, in an amount greater than the amounts paid to 
any such persons pursuant to consent obtained from RFC granted prior to dis- 
charge in full of McLouth’s obligations to RFC. 

(3) Payments which McLouth may be required to make to RFC under the 
“earnings clauses” contained in the two notes given by McLouth to RFC, insofar 
as such payments are based upon the earnings of McLouth for the calendar years 
1950 and 1951, will not reduce payments otherwise required to be made in order 
to reduce the aggregate liability of McLouth to RFC to the amounts set forth in 
the new section 15 which the proposed modification will add to article II of the 
trust mortgage. 

(4) With the consent of RFC, McLouth agrees that any voluntary prepayment 
(in addition to those required by the terms of the RFC notes and of the trust 
mortgage as modified) which it may make on its obligations to RFC shall be 
applied, first, to the indebtedness of $10,500,000 evidenced by the note dated 
November 30, 1948, and when that indebtedness shall have been fully discharged, 
then upon the indebtedness of $4 million evidenced by the note to be dated 
September 16, 1949. 

Your execution of the consent to modification of the trust mortgage will be a 
sufficient acceptance of this proposal. 

Very truly yours, 


McLoutH Steer. Corp., 
M. A. CupLip, 
Vice President and Treasurer. 


ASSENT TO MODIFICATION OF TRUST MORTGAGE 


Detroit, Micu., September 16, 1949. 

The undersigned being the holder of a note dated December 1, 1948 in the 
principal amount of $4,000,000.00, which note is secured by a trust mortgage 
dated the same date between McLouth Steel Corporation, a Michigan corpora- 
tion of Detroit, Michigan, and National Bank of Detroit, a national banking 
association, as trustee, recorded in the office of the register of deeds for the 
County of Wayne, Michigan on December 2, 1948 in Liber 9582 at page 261, 
Wayne County Records, pursuant to the provisions of article VIII of said in 
denture, hereby expressly assents and agrees to all of the changes and moa- 
fications of such trust mortgage as evidenced by a supplement thereto between 
the same parties dated September 16, 1949, the receipt of a copy of which sup- 
plement is hereby acknowledged. 

This assent and agreement is conditioned upon the receipt of a similar as- 
sent and agreement from Reconstruction Finance Corporation and from each 
of the Standby Creditors and the execution and delivery of the supplemental 
agreement by McLouth Steel Corporation and National Bank of Detroit, as 
trustee. 

GENERAL Motors CoRPORATION, 
By H. H. Courtice, 


Ezecutive Vice President. 
Attest: 


J. C. DAvipson, 
Assistant Secretary. 


[Attachment H] 


GENERAL Morors Corp., 


Detroit, Mich., August 6, 1952. 
McLovurnH Street Corp., 


Detroit, Mich. 
(Attention : Mr. Donald B. McLouth, president.) 


GENTLEMEN: Reference is made to the letter agreement dated December 1, 
1948, between McLouth Steel Corp. and General Motors Corp., and to our letter 
of December 1, 1948, and your letter of December 6, 1948, interpreting that 
agreement. 

The agreement grants General Motors Corp. the option to purchase up to 50 
percent of McLouth Steel Corp. production for a term ending June 30, 1952, 
or upon a later date as determined under the “abatement” provisions of the 


agreement and of the interpreting letters. It further grants General Motors Corp. 
22805—58—pt. 7——_37 
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the option to extend the agreement for an additional period of 2 years beyond the 
expiration of the original term as determined under the “abatement” provisions, 
provided that notice of the exercise of such option be given to McLouth Steel Corp. 
at least 30 days prior to such expiration of the original term. 

By reason of governmental action of the type contemplated in the “abate- 
ment” provisions, the original term of the agreement has been extended to a 
date not yet determinable but known to be more than 30 days subsequent to 
the delivery of this letter. 

General Motors Corp. elects to extend the agreement for an additional term 
of 2 years commencing on the day following the last day of the original term 
as hereafter fixed. 

Please acknowledge your receipt of this notice and your agreement with the 
facts recited. 

Very truly yours, 
GENERAL Morors Corp., 
By H. H. Currice, 
Executive Vice President. 
McLoutH STEEL Corp., 
By Donatp B. McLoutn, President. 


[Attachment I] 


McLoutH STEEL CORPORATION PREFERRED STOCK SUBSCRIPTION AGREEMENT 


This Agreement, made this ist day of June, 1953, by and between McLouth Steel 
Corporation, a Michigan corporation, having its principal office at 300 South Liver- 
nois Avenue, Detroit 17, Michigan (hereinafter called “Seller’”) and General 
Motors Corporation, a Delaware corporation having a principal office at 3044 West 
Grand Boulevard, Detroit 2, Michigan (hereinafter called “Buyer’’). 


WITNESSETH : 


Whereas, seller is expanding its iron and steel manufacturing facilities at its 
Trenton, Michigan plant and for the purpose of financing said expansion program 
is borrowing money from various banks and insurance companies in the aggregate 
amount of Seventy-eight Million Dollars ($78,000,000) and plans to sell Five Hun- 
dred Forty Thousand (540,000) shares of its 5144 percent Cumulative Participating 
Preferred Stock, having a par value of $50 per share (hereinafter called “Pre- 
ferred Stock”) ; and 

Whereas, buyer is desirous of purchasing Five Hundred Thousand (500,000) 
shares of such Preferred Stock, upon the terms and conditions hereinafter set 
forth in this Agreement. 

Now, Therefore, in consideration of the premises and of the mutual agreements 
hereinafter stated, the parties hereto hereby agree as follows: 


Section 1. Sale and Purchase of Preferred Stock. 


1.1 Seller agrees to sell and Buyer agrees to buy Five Hundred Thousand (500,- 
000) shares of Preferred Stock of Seller on July 1, 1954 at a price of Fifty Dollars 
($50) per share, the aggregate amount of the purchase price being Twenty-five 
Million Dollars ($25,000,000). 

1.2 Buyer shall make payment for the number of shares of Preferred Stock 
referred to in Section 1.1 hereof at the amount per share prescribed therein on 
July 1, 1954. Payment shall be by Buyer’s certified check in Detroit, Michigan 
funds. Payment shall be made at the principal office of Seller unless the parties 
mutually select some other place. Simultaneously with the making of payment 
by Buyer as herein provided, Seller shall affix stamps representing the original 
issuance tax required by federal law to the stock book or the certificate or cer- 
tificates at Seller’s option and shall issue and deliver to Buyer or its order one 
or more stock certificates as may be desired by Buyer representing in the aggre- 
gate Five Hundred Thousand (500,000) shares of Preferred Stock. Each stock 
certificate shall be signed and sealed as required by the By-Laws of Seller and 
shall be in the form as approved by the Board of Directors of Seller and as re- 
quired by the laws of the State of Michigan. 

1.3 Buyer shall not acquire any ownership or any stockholder rights attendant 
thereon, including the right to receive dividends, until such time as the shares 
of Preferred Stock which Buyer agrees to purchase hereunder are actually issued 
and delivered to it. 
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1.4 Should Buyer desire to sell its shares of Preferred Stock of Seller or any por- 
tion thereof, it shall first offer such shares to Seller by an instrument in writing, 
delivered to the Secretary of Seller in which is set forth the number of shares it 
desires to sell and the price per share and terms of such proposed sale. Seller 
shall have the right for a period of thirty (30) days after the receipt of such 
notice to purchase such shares or any part thereof at such price and upon such 
terms and within such period shall notify Buyer in writing of its intention to pur- 
chase, if it elects to do so. If Seller decides not to purchase all or any part of 
such shares, it shall likewise within such thirty (30) day period notify Buyer of 
its intention; and as to any shares so offered to Seller and not purchased by it 
within such period, Buyer shall have the right to sell such shares to others at 
the same price and on the same terms as they were offered to Seller. 


Section 2. Conditions of Purchase. 


2.1 Buyer shall not be obligated to purchase the Preferred Stock described 
in Section 1.1 of this Agreement unless prior thereto or simultaneously therewith: 
A. All of the parties thereto shall have signed and delivered the Bank 
Loan Agreement between Seller, National Bank of Detroit, as Agent, and 
the several banks described therein, dated as of June 1, 1953 and the Pur- 
chase and Loan Agreements as defined in said Bank Loan Agreement; and 
American Metal Products Company and Seller shall have signed and deliv- 
ered a Preferred Stock Subscription Agreement in the same form as this 
Agreement covering the sale and purchase of 40,000 shares of Preferred 
Stock of Seller at the price of $50 per share for an aggregate amount of 
$2,000,000. 

B. Seller shall have received in cash the entire proceeds of the 514% 
Income Convertible Notes of Seller due December 31, 1982, issued to Metro- 
politan Life Insurance Company and The Prudential Insurance Company of 
America in the aggregate principal amount of $8,000,000 and of the First 
Mortgage 414% Sinking Fund Bonds due December 31, 1972 issued to said 
companies in the aggregate principal amount of $56,000,000 in accordance 
with the terms of the Purchase and Loan Agreements between Seller and 
said companies referred to in paragraph A above. 


Section 3. Representations and Warranties 
3.1 Seller represents and warrants that: 

A. It is a corporation duly organized and existing under the laws of 
Michigan. 

B. The execution, delivery and performance of this Agreement and the 
issuance of the Preferred Stock to be issued hereunder by the Seller have 
been duly authorized and are not in contravention of law, of the terms of 
Seller’s Articles of Incorporation or By-Laws or of any indenture, or under- 
taking to which Seller is a party or by which it is bound; this Agreement, 
when executed and delivered by the parties thereto will be a valid and bind- 
ing obligation of Seller in accordance with its terms and will impose upon 
Seller the unconditional obligation to sell the Shares of Preferred Stock 
to be issued hereunder by Seller at the time and in the amount herein pro- 
vided. 

C. The properties of Seller are not subject to any liens except liens per- 
mitted in accordance with Seller’s Articles of Incorporation, as amended, 
at the date hereof. 

3.2 Buyer represents and warrants that: 

A. It is a corporation duly organized and existing under the laws of the 
State of Delaware. 

B. Its purchase of Preferred Stock hereunder is being made for its own 
account for investment and with no present intention of resale. 

C. The execution, delivery and performance of this Agreement and the 
purchase of the Preferred Stock to be issued hereunder by Buyer have been 
duly authorized and are not in contravention of law, of the terms of Buyer’s 
Articles of Incorporation or By-Laws or any indenture or undertaking to 
which Buyer is a party or by which it is bound; this Agrement, when ex- 
ecuted and delivered by the parties thereto will be a valid and binding obliga- 
tion of Buyer in accordance with its terms and will impose upon Buyer the 
unconditional obligation, except as provided in Section 2 hereof, to purchase 
the shares of Preferred Stock to be issued hereunder by the Seller at the 
time and in the amount herein provided. 
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Section 4. Miscellaneous. 

4.1 Seller agrees that, from the date of the purchase of Preferred Stock of 
Seller by Buyer hereunder and thereafter so long as any shares of such stock 
are owned by buyer, it will furnish to Buyer: 

A. Within 40 days after each month of each fiscal year of the Company, com- 
mencing with the month ending May 31, 1953, a balance sheet of the Company 
as of the end of such month and a statement of profit and loss and surplus of the 
Company from the beginning of such fiscal year to the end of such month, un- 
audited, but certified as correct by its President or its Treasurer. 

B. Within 120 days after each fiscal year of the Company, a complete annual 
audit report of the Company, including a balance sheet of the Company as of the 
end of such fiscal year and a statement of profit and loss and surplus of the 
Company for such fiscal year, prepared by independent public accountants of 
recognized standing. 

4.2 All notices and demands hereunder shall be in writing and shall be effec- 
tive when received. 

4.3 This Agreement shall be deemed to be a contract made under the laws of 
the State of Michigan and for all purposes shall be construed in accordance with 
the laws of Michigan. 

44 This Agreement shall inure to the benefit of and shall be binding upon 
the successors and assigns of the parties hereto but shall not be assignable by 
either party except to a successor in business of either party by virtue of a 
merger or consolidation of either party into or with another corporation or the 
merger of another corporation into either party or the sale of all or substantially 
all of the assets of either party to another corporation. 

Witness the due execution hereof this 1 day of June, A. D., 1953. 

Attest: 

McLoutH Steer CorPoRATION, 
By M. A. Cupry, 
Vice President. 
L. E. MouLtane, 
Secretary. 
Attest: 
GENERAL Motors CorPORATION, 
By H. H. Currics, 
President. 
J. C. Davipson, 
Assistant Secretary. 


AGREEMENT 


This Agreement made this Ist day of June, 1953, by and between General Mo- 
tors Corporation, a Delaware corporation having a principal office at 3044 West 
Grand Boulevard, Detroit 2, Michigan, hereinafter called “General Motors” and 
McLouth Steel Corporation, a Michigan corporation having a principal office at 
300 South Livernois Avenue, Detroit, Michigan, hereinafter called “McLouth”, 


WITNESSETH : 


Whereas McLouth has for several years been a significant and satisfactory 
source of hot rolled, cold rolled and stainless steel for General Motors and par- 
ticularly for General Motors Plants in the Detroit area, and General Motors 
has been an important customer of McLouth and would have purchased larger 
supplies of steel from McLouth had they been available ; and 

Whereas the amount of steel consumed in the Detroit area by General Motors 
and others greatly exceeds the quantity produced in the area; and 

Whereas McLouth believes that it can with appropriate financing so expand 
its facilities as advantageously to supply, on an economical and beneficial basis, 
the large market for steel in the Detroit area ; and 

Whereas substantial advantages and economies would accrue to General Mo- 
tors from the presence in the Detroit area of an additional substantial supply of 
steel; and 

Whereas, the most advantageous and economical financing of the aforesaid 
expansion has been determined to be the borrowing by McLouth of substantial 
sums of money from banks and insurance companies and the sale of a substantial 
amount of preferred stock to customers of McLouth, including General Motors, it 
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being contemplated that General Motors will purchase approximately twenty- 
five twenty-sevenths (25/27ths) of all such stock sold to customers; and 

Whereas the proposed lenders are unwilling to advance their funds to the 
enterprise until McLouth shall have, in hand, commitments for a reasonable time 
from its customers indicating that McLouth may reasonably expect to have a 
demand for its increased output; and 

Whereas by agreement dated December 1, 1948, General Motors now has, and 
is exercising, an option to purchase up to fifty percent (50%) of the output of 
McLouth’s present facilities, which option will run to a date not yet determined, 
but known to be subsequent to September 6, 1954; and 

Whereas General Motors’ annual requirements for steel in recent years have 
varied from somewhat less than three million (3,000,000) tons to substantially in 
excess of five million (5,000,000) tons, and future requirements may be expected 
to vary similarly and even to be larger; 

Now, Therefore in consideration of the mutual covenants hereinafter contained, 
it is agreed: 

First——Upon completion of arrangements for the aforesaid financing, McLouth 
will proceed as rapidly as practicable with the construction of additional steel- 
producing facilities on property now owned by McLouth at Trenton, Michigan, 
including a blast furnace, two Bessemer converters, two electric furnaces and 
other new facilities and additions to existing facilities, adequate for and appro- 
priate to the establishment of an integrated and balanced steel mill operation, 
such construction work to be commenced and to be sufficiently advanced to quali- 
fy under the terms of McLouth’s Certificate of Necessity before its expiration 
date as from time to time extended, the target date for completion being June 
80th, 1955. 

Second.—Subject to the conditions hereinafter set forth, General Motors will 
purchase from McLouth each year, in as nearly equal monthly installments as 
practicable, no less than five percent (5%) of General Motors’ total steel 
tonnage requirements for use in the United States, up to annual maxima of 
252,000 net tons of hot rolled steel products other than stainless, 124,200 net 
tons of cold rolled steel products other than stainless, and 20,400 net tons of stain- 
less steel products, throughout the period commencing with the completion of 
McLouth’s expanded facilities and ending twelve (12) years thereafter, or on 
the date of discharge of the last of the borrowings made by McLouth to finance 
the construction of such facilities, whichever is earlier. 

Third.—Subject to the conditions hereinafter set forth, General Motors shall 
have the option to purchase from McLouth (including purchases made pursuant 
to Paragraph Second hereof) up to twenty-five twenty-sevenths (25/27ths) of 
McLouth’s production of cold rolled sheet other than stainless, up to one half 
(4%) each of McLouth’s production of cold rolled strip other than stainless, hot 
rolled sheet other than stainless, and hot rolled strip other than stainless, and up 
to four-tenths (%oths) of McLouth’s production of stainless sheet and strip, 
throughout the period commencing with the completion of McLouth’s expanded 
facilities and ending twelve (12) years thereafter, or on the date of the re- 
demption or other disposition of the last of the McLouth preferred stock held by 
General Motors, whichever is later. It is recognized that the stated fractions 
cannot practicably be applied to each month’s production, and that the total 
tonnage of steel products purchased may from time to time be distributed among 
the several types of products in proportions varying from those stated. In ad- 
vance of each calendar quarter, the parties will negotiate the actual tonnage of 
each type of product to be delivered during each month of such quarter, it being 
contemplated that over each period of twelve (12) months the share of McLouth’s 
production made available to General Motors pursuant to this option shall be that 
hereinabove stated for each type of product. 

In the event that McLouth shall for any cause whatever, including any of 
those mentioned in the last sentence of this Paragraph and in Paragraph Ninth, 
fail to fill orders tendered by General Motors pursuant to this Paragraph, the 
period defined in this Paragraph shall be extended one month for each 40,000 net 
tons of steel products by which, in the aggregate, deliveries fall short of such 
orders. If in any calendar quarter a portion of McLouth’s production shall be 
absorbed in filling orders the acceptance of which is mandatory under govern- 
mental regulation, General Motors’ option shall apply in the fractions hereinabove 
stated to the remaining available production. 
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Fourth.—In the event that at any time prior to the end of the period defined 
in Paragraph Third, the output of McLouth’s blast furnace shall be greater than 
is required for use by McLouth’s steel-making facilities, General Motors shall 
have the option of purchasing such excess output of pig iron up to 100,000 gross 
tons a year. 

Fifth—General Motors will give McLouth reasonable notice of the quantities, 
types, specifications and sizes of steel and pig iron required each month, all of 
which shall be within the reasonable limits of McLouth’s facilities; and subject 
to the further condition that not more than 5,000 tons monthly of hot rolled 
sheet and strip shall be specified in gauges lighter than fourteen (14) until one 
(1) year shall have elapsed from the date of the completion of the facilities. 

Sizvth—The base prices and applicable extras, f. 0. b. McLouth’s mills, 
of cold rolled sheet other than stainless, shall be McLouth’s lowest quoted prices, 
but no greater than the average of the base prices and applicable extras for 
comparable steel offered by Bethlehem Steel Corporation, f. 0. b. Buffalo; Re- 
public Steel Corporation, f. 0. b. Cleveland; United States Steel Company, 
f. o. b. Pittsburgh; and Inland Steel Company, f. o. b. Chicago. The base 
prices and applicable extras, f. 0. b. McLouth’s mills, of cold rolled strip other 
than stainless, hot rolled sheet other than stainless, and hot rolled strip other 
than stainless, will be McLouth’s lowest quoted prices, but no higher than the 
best competitive prices from mills in the Detroit area, f. 0. b. mills. The base 
prices and applicable extras, f. 0. b. McLouth’s mills, of stainless sheet and 
strip, shall be McLouth’s lowest quoted prices, but no higher, with freight to 
General Motors’ Detroit area plants added, than the average of the base prices 
and applicable extras, plus freight to General Motors’ Detroit area plants, for 
comparable steel offered by Allegheny-Ludlum Steel Corporation, f. o. b. Pitts- 
burgh; Republic Steel Corporation, f. o. b. Warren; Sharon Steel Corporation, 
f. o. b. Sharon: Superior Steel Corporation, f. 0. b. Carnegie: and American 
Steel & Wire Company, f. o. b. Cleveland. The prices of pig iron shall be 
McLouth’s lowest quoted prices, but no greater than the published prices quoted 
in the Toledo market, f. o. b. furnace. Prices shall be changed not more often 
than at the beginning of each calendar quarter, except that immediate effect 
shall be given to a change general throughout the steel industry in the base 
price of any type of product. 

Seventh.—For the purposes hereof, widths up to and including twenty-three 
and fifteen-sixteenths inches (23154. inches) shall be deemed strip, and greater 
widths shall be deemed sheet. The date of completion of McLouth’s expanded 
facilities referred to above shall be deemed to be the first day of the second 
month following the month in which commercial production is achieved on the 
first of the Bessemer converters. The option granted to General Motors pur- 
suant to the aforesaid agreement dated December 1, 1948, shall expire the day 
before the date of completion of McLouth’s expanded facilities referred to above 
whether that date shall be earlier or later than the date upon which the option 
would expire by its present terms. In all other respects said Agreement is con- 
tinued in full force and effect until terminated as provided in this paragraph. 

Eighth.—Within thirty days following the end of each calendar month during 
the period while this Agrement is in effect McLouth shall furnish to General 
Motors a statement of its production for such month classified to show the 
production of each type of steel product subdivided into such ranges of sizes 
and specifications as General Motors may reasonably require and showing the 
quantity of each such type or subdivision shipped during such month to Gen- 
eral Motors. 

Ninth.—McLouth shall not be chargeable with a breach of contract for fail- 
ure to complete the expanded facilities referred to above or to sell and deliver 
and General Motors shall not be chargeable with a breach of contract for fail- 
ure to purchase and accept steel products pursuant to this Agreement if such 
failure is occasioned by inability to complete the contemplated financing, acts 
of God, floods, fires, delays in transportation, embargoes, shortages of cars, 
strikes, differences with employees, delays in construction of facilities, plant 
accidents, breakdown of equipment, shut downs for repairing equipment, wars, 
insurrections, riots, civil commotions, interference by foreign powers, inability 
to procure supplies or raw materials, requirements of or mandatory allocations 
by the Federal or any State government or any subdivision or agency of either, 
or causes of any other nature which are beyond its control. 
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Tenth.—This agreement shall inure to the benefit of, and shall be binding 
upon, the successors and assigns of the parties hereto, but shall not be assign- 
able by either party without the written consent of the other except to a successor 
in business of either party by virtue of a merger or consolidation of either party 
into or with another corporation or the sale of all or substantially all the assets 
of either party to another corporation. 

In witness whereof, the parties have caused these presents to be executed in 
duplicate and their corporate seals to be affixed by their officers thereunto 
duly authorized, all as of the day and year first above written. 


GENERAL Motors CORPORATION, 
By H. H. Currice, 


President. 
Attest: 
J. C. Davipson, 
Assistant Secretary. 
McLoutH STEEL CORPORATION, 
By Donatp B. McLourtx, 
President. 
Attest: 


L. BE. Mourtone, 
Secretary. 
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GENERAL MOTorRS Cokp., 
Detroit, Mich., June 2, 1958. 
Mr. Pav Drxon, 
Counsel and Staff Director, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, United States Senate, Washington, D. C. 


Deak Mp. Dixon: This is in response to your letter of May 19, 1958, returning 
the reverse side of a copy of a McLouth Steel Corp. stock certificate form which 
had been forwarded together with certain other documents along with our cov- 
ering letter of March 26, 1958, to be printed with the record of the subcommittee’s 
hearings on the automotive industry. 

We have attempted to obtain a specimen copy of this certificate from the 
McLouth Steel Corp. and are advised that there are no copies available since 
this form is no longer used. 

We believe that under the circumstances the simplest solution would be to omit 
this portion of the document from the printed record and trust that this pro- 
cedure will also be agreeable to you. 

Very truly yours, 
A. F. Power, 
Assistant General Counsel. 


JUNE 10, 1958. 
Mr. A. F. Power, 


Assistant General Counsel, General Motors Corp. 
Detroit, Mich. 


Dear Mr. Power: It is regrettable that you could not obtain a legible copy of 
the McLouth Steel Corp. stock certificate form for the record of the subcommit- 
tee’s automobile hearings, as described in your letter of June 2. 

However, under the circumstances, this document must be omitted from the 
record. Inits place your explanation for its absence will be included. 

Sincerely, 
Pavut RAND DIxon, 
Counsel and Staff Director. 


[Attachment J] 


Aprit, 18, 1955. 
GENERAL Morors Corp. 


Detroit, Mich. 
Attention: Harlow H. Curtice, Esq., President 


GENTLEMEN: On June 1, 1953, General Motors Corp. and McLouth Steel 
Corp. entered into an agreement respecting the purchase by General Motors 
Corp. of certain steel and iron products manufactured by McLouth Steel Corp. 

In order to conform the agreement to certain developments which occurred 
after the date of the agreement, we propose that it be amended as follows: 

(1) In paragraph first, reference to “Oxygen Steel Process Equipment” 
should be substituted for “two Bessemer converters.” 
(2) Substitute the following paragraph for paragraph seventh: 
Seventh.For the purposes hereof, widths up to and including 
twenty-three and fifteen-sixteenths inches (231%g,’’) shall be deemed 
strip, and greater widths shall be deemed sheet. The date of com- 
pletion of McLouth’s expanded facilities referred to above shall be 
June 1, 1955. The option granted to General Motors pursuant to the 
aforesaid agreement dated December 1, 1948, shall expire on May 
31, 1955. 

If these amendments are satisfactory to you, will you please sign and return 

this letter. The copy is for your file. 
Very truly yours, 


Attest: McLoutH STEEL Corp., 
Accepted, April 19, 1955 By: M. A. CupLIP, 
President. 
Attest: L. E. MouLtang, 
Secretary. 


GENERAL Morors Corp., 
By: H. H. Currics, 
President. 
J. C. Davipson, 
Secretary. 
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[Attachment K] 
AGREEMENT 


This agreement made and entered into this 8th day of November, 1950, by and 
between General Motors Corporation, a corporation organized and existing under 
the laws of the State of Delaware (hereinafter called “General Motors”), party 
of the first part, and Republic Steel Corporation, a corporation organized and 
existing under the laws of the State of New Jersey (hereinafter called “Re 
public”), party of the second part; 


WITNESSETH : 


Whereas General Motors has for some years been purchasing from Republic, 
and Republic has been selling and delivering to General Motors, substantial quan- 
tities of steel products, such quantities at the present time being approximately 
27,500 tons per month of flat rolled steel products and approximately 37,500 tons 
per month of other steel products, which quantities will be increased by an 
additional 2,500 tons per month of flat rolled steel products upon completion of 
certain improvements now in progress to Republic’s existing facilities; and 

Whereas Republic is desirous of increasing its capacity at its Cleveland, Ohio 
plant so as to enable it to furnish to its customers, including General Motors, 
additional steel products; and 

Whereas General Motors is willing to advance to Republic cash in the aggregate 
amount of $40,000,000 on the terms and conditions hereinafter set forth, to enable 
Republic so to expand its facilities, provided that on completion of such expan- 
sion program and until such advance shall be repaid in full in the manner here- 
inafter provided Republic is willing to make available to General Motors, except 
for reasons beyond Republic’s control, 20,000 tons per month of flat rolled steel 
products and 2,500 tons per month of other steel products in addition to the 
30,000 tons per month of flat rolled steel products and 37,500 tons per month of 
other steel products hereinabove referred to. 

Now, Therefore it is mutually agreed by and between the parties hereto as 
follows: 

1. General Motors shall, and hereby agrees to, advance to Republic the sum 
of $40,000,000 in cash. Such cash shall be advanced by General Motors to Re- 
public from time to time in such amounts, up to an aggregate of $40,000,000, as 
shall be specified in writing by the President of Republic. 

2. Republic shall promptly commence, and diligently carry to completion, the 
expansion of its facilities for the making of steel products at its plant in Cleve- 
land, Ohio. Such expansion shall consist substantially of the construction of a 
blast furnace and coke oven battery, three open hearths, new soaking pits, new 
annealing furnaces, a new pickling line, a new cold mill, new temper mills, changes 
in the existing blooming mills, and the rebuilding of furnaces at the Strip MilL 

3. Republic shall repay to General Motors, in the manner set forth in para- 
graph 5 of this Agreement, but not otherwise, the aggregate principal amount so 
advanced by General Motors to Republic together with interest thereon to the 
extent set forth in said paragraph 5 hereof. 

4. From and after the date of completion of certain improvements now in 
progress to Republic’s existing facilities and until such advance shall have been 
repaid in full to General Motors by Republic, General Motors shall have the 
right and privilege to purchase from Republic for delivery each calendar month, 
upon orders seasonably placed, and at Republic’s regular price in effect at the 
time of shipment for the particular product so purchased, an aggregate of 67,500 
tons of steel products, consisting of 30,000 tons of flat rolled steel products and 
37,500 tons of other steel products, within the types and ranges presently being 
furnished to General Motors by Republic. 

From and after the date of completion of the expansion program outlined in 
paragraph 2 above, and until such advance shall have been repaid in full to 
General Motors by Republic, General Motors shall have the right and privilege 
to purchase, for delivery each calendar month, upon orders seasonably placed, 
and at Republic’s regular price in effect at the time of shipment for the particular 
product so purchased, in addition to the said 67,500 tons of steel products, 20,000 
tons of flat rolled steel products, on a reasonable mix basis produced by Re- 
public as a result of the expansion program outlined in paragraph 2, and 2,500 
tons of steel products other than flat rolled steel products, within the types and 
ranges produced by Republic, on a reasonable mix basis. 

If by reason of governmental regulation, allocation, order, or directive, Re- 
public shall be required to deliver to others than General Motors, during any 
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calendar month, from and after the date of completion of the expansion program 
outlined in paragraph 2 above, steel products which it otherwise would have 
delivered to General Motors on pending orders, General Motors shall have the 
right and privilege to purchase from Republic, immediately from and after the 
payment in full to General Motors by Republic of such advance, an equivalent 
tonnage of such steel products for delivery in the same monthly amounts and on 
the same terms and conditions as are set forth in the next preceding paragraph 
of this paragraph 4. 

5. From and after the date of completion of the expansion program outlined in 
paragraph 2 above: 

(a) Until the unpaid balance of such advance shall equal $10,000,000, Republic 
shall pay to General Motors (1) $3.00 per ton with respect to each ton of steel 
products up to 70,000 tons purchased by General Motors from Republic and 
delivered by Republic to General Motors during each calendar month; and 
(2) $15.00 per ton with respect to each ton of steel products between 70,000 
and 90,000 tons purchased by General Motors from Republic and delivered 
by Republic to General Motors for each calendar month during which General 
Motors shall have purchased from Republic and Republic shall have delivered to 
General Motors not less than 70,000 tons of steel products, of which not less than 
35,000 tons shall be steel products other than flat rolled steel products; and 

(b) After the unpaid balance of such advance shall have been reduced to 
$10,000,000 and until such unpaid balance shall have been repaid in full, Republic 
shall pay to General Motors (1) $1.00 per ton with respect to each ton of steel 
products up to 70,000 tons purchased by General Motors from Republic and de- 
livered by Republic to General Motors during each calendar month ; and (2) $6.00 
per ton with respect to each ton of steel products between 70,000 and 90,000 tons 
purchased by General Motors from Republic and delivered by Republic to General 
Motors for each calendar month during which General Motors shall have pur- 
chased from Republic and Republic shall have delivered to General Motors not 
less than 70,000 tons of steel products, of which not less than 35,000 tons shall be 
steel products other than flat rolled steel products. 

Interest on such advance or the unpaid balance thereof shall be payable by 
Republic to General Motors monthly at the rate of 3 per cent per annum; it 
being understood and agreed that (1) such interest shall begin to accrue and be 
payable only from and after the date on which shipments commence from the 
expanded facilities outlined in paragraph 2 above, and (2) such interest shall be 
paid by Republic to General Motors only out of the payments set forth in clauses 
(a) and (b) of this paragraph 5. 

If, by reason of governmental regulation, allocation, order, or directive, Re- 
public shall be required to sell and deliver to others than General Motors, during 
any calendar month, steel products which it otherwise would have delivered to 
General Motors on pending orders, or if, by reason of causes beyond its control, 
General Motors shall be unable to accept delivery, during any calendar month, of 
steel products from Republic, and Republic shall be able to and shall sell and 
deliver to others such steel products, the tonnage of steel products so sold and 
delivered to others shall, for the purposes of this paragraph 5, be counted and 
considered as though such steel products had been purchased by and delivered to 
General Motors during such calendar month. 

6. All amounts which shall become due and payable to General Motors by Re- 
public under the provisions of paragraph 5 of this Agreement shall be paid by 
Republic to General Motors on or before the twentieth day of the calendar month 
following the calendar month in which such payment shall have accrued. All 
amounts paid to General Motors by Republic pursuant to the provisions of said 
paragraph 5 shall, upon receipt thereof, be applied by General Motors first in 
payment of interest on, and then in payment of the principal amount of, such 
advance. . 

7. Republic shall not be charged with failure to deliver steel products pursuant 
to this Agreement or to perform any of the provisions of this Agreement, to the 
extent that it may be prevented from so doing by Acts of God, floods, fires, delays 
in transportation, embargoes, shortages of cars, strikes, differences with em- 
Ployees, plant accidents, breakdowns of equipment, shutdowns for repairing 
equipment, war, insurrection, riots or civil commotion, interference by foreign 
powers, requirements of the Federal or any State government, or any subdivision, 
department or bureau thereof, inability to procure supplies or raw materials, 
or causes of any other nature which are beyond its control. 
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8. This Agreement shall inure to the benefit of, and be binding upon, the suc- 
cessors and assigns of the parties hereto, but this Agreement shall not be assign- 
able by either party without the written consent of the other party except to a 
successor in business to either party, or to an assignee of the entire business of 
either party. 

IN WITNESS WHEREOF the parties hereto have caused this Agreement to 
be executed and their corporate seals affixed hereto by their respective officers 
thereunto duly authorized, all as of the day and year above written. 


GENERAL Motors CoRPORATION, 
By C. E. WILson, 


President. 
Attest : 
W. M. CoLtins, 
Assistant Secretary. 
REPUBLIC STEEL CORPORATION, 
By C. M. WHITE, 
President. 
Attest: 
[sEAL] W. W. Hancock, 
Secretary. 


Repustic Steer Corp., 


Cleveland, Ohio, November 8, 1950. 
Mr. C. E. WILson, 


President, General Motors Corp., 
Detroit, Mich. 


Dear Mr. Witson: Enclosed herewith duly executed by Republic Steel Corp. 
are two copies of an agreement between General Motors Corp. and Republic 
Steel Corp. dated November 8, 1950. The agreement is in the form agreed to 
earlier today at your office. Will you kindly have both copies of the contract 
executed on behalf of General Motors Corp., retain the original and return one 
executed copy to us, on the understanding that this agreement will become 
effective only upon the acquisition by Republic Steel Corp. of the blast furnace, 
coke ovens, and other facilities comprising Plancor 257, at Cleveland, Ohio, which 
facilities we fully expect to acquire in the immediate future. We will advise 
you promptly in writing when such facilities have been acquired. 

It is our understanding that in addition to the matters covered by the enclosed 
agreement (1) if at any time there shall become available the 6,500 tons of flat- 
rolled steel products per month and the 3,500 tons of other steel products per 
month which Republic has committed to others in connection with the existing 
blast furnaces involved in the expansion program covered by the enclosed agree- 
ment, such tonnage will be first offered to General Motors; (2) Republic’s policy 
with respect to furnishing General Motors conversion tonnage will be continued 
as heretofore, and (3) such conversion tonnage will be entirely separate from 
the tonnage covered by the enclosed agreement for all the purposes of the 
agreement. 


Respectfully yours, 
Oo. M. Wurrt 
[Attachment L] 
ARMCO STEEL Corp., 
Middletown, Ohio, February 20, 1951. 
Confidential 


Mr. D. F. HULGRAVE, 
Director of Procurement and Schedules, 
General Motors Corp., Detroit, Mich. 


Dear Mr. HuteGrave: The following confirms information given you and Messrs. 
Curtice and Dean when Mr. Gruver and I met with you in Mr. Curtice’s office 
Tuesday, February 13. 

We pointed out, first, that since June 27, 1949, when I wrote Mr. Russell Derr 
committing Armco to annual shipments to General Motors Corp. in the amount 
of 340,500 tons of finished products—at full operations and without Government 
allotments—we had activated three expansion programs by which our total 
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output would be materially increased reflecting, of course, increased allotments 
to your company. 

Program A, which involved the construction of increased open-hearth melting 
facilities at our Middletown, Ohio, plant was discussed last summer by Mr. 
Sebald and me with you and Mr. Dean and at that time we told you that General 
Motors would receive 50 percent of whatever cold-rolled and/or enameling sheet 
tonnage increases were developed. That program has now been completed and 
additional tonnage we will gain—again at full operations and without Govern- 
ment allotments—beginning second quarter of 1951, will result in annual allot- 
ments to your company totaling 406,500 tons. This latter figure represents 
between 21 and 22 percent of our scheduled capacity and between 20 and 21 
percent of our shippable tonnage, the difference being accounted for by rejects 
and wasters, over-runs, etc., which develop between production and shipping. 

Program B covers construction of a new blast furnace plus supporting facili- 
ties, coke ovens, etc., at our Middletown, Ohio, plant. 

Program C includes, chiefly, a new slab mill and furnaces and a new hot strip 
mill at our Ashland, Ky., plant. Both these projects are now underway and it 
is anticipated that we will gain the full benefit of these new facilities at approxi- 
mately the same time, permitting full increased shipments by first quarter of 
1953. When that is accomplished, General Motors will receive allotments from 
Armco—at full operations and without defense, war, or directive loads—figuring 
between 20 and 22 percent of our scheduled capacity and between 19 and 21 
percent of our shippable tonnage. This, in total, should amount to approximately 
an annual rate of 471,300 tons. 

Specifically, as to annual grade distribution, we have established our goal 
to be met, first in 1951 and later in 1953, as compared to our preexpansion per- 
formance (which we designate below as “1950’”) as follows: 








1951 (pro- 1953 (pro- 
1950 | gram A grams B and 
| complete) C complete) 

is ag peat —| ss Riacinscsiepceceepie 
ke a de cacouboies 1 180, 000 1 246, 000 1 268, 760 
SM ton conuaedt ad nel eceseesvinedkckl nil smenseebedhbebins 66, 000 | 66, 000 89, 200 
DT et ht REO. ts oan beunec winsehannsiadec eaten eae eaaerole | 140,000 | 1 40, 000 1 43, 840 
NN 6 aintininbdnh Gnitkninnncteneiias Sh capantbetae torema 15, 000 | 15, 000 15, 000 
SS tid ne a a eeu marked mae aakeeee tose 1 10, 000 1 10, 000 1 22, 000 
NR arg ct cphonsdposinenseuetebiscasds bideiclinaeaneiy 23, 000 | 23, 000 26, 000 
IS 5d. 2 salt eskn ieee ahah Ee Seigibnn ia balaivai cabana dante eae ine 21,800 2 1, 800 21,800 
RN aioe nein aden ‘slaathcialncatnasSoieeieliiienaiete mata 13,000 | 1 3, 000 13,000 
eee hie wa canthk ed oh nae ane nea enie madsen weeks ined 700 | 1, 700 1, 700 
Ge cecinnigg cues SB Adg ems ouneap apna med einhareeneieaae 340, 500 | 406, 500 471, 300 


1 These grades can be interchanged to some extent. 
§ This is a minimum, not a maximum figure. 


I am sure you realize that figures presented above are estimated only. To try 
to guess how machinery may perform nearly 2 years ahead of the time it starts 
to operate is an extremely hazardous pastime; therefore, our prognostications 
may be subject to change from time to time. We do, nevertheless, intend to 
maintain the percentages previously mentioned regardless of whether our present 
estimates are correct or are on the high or low side. 

Mr. Curtice pointed out that when the present emergency is over, which 
we all agreed would be some time after 1953, General Motors would consume 
finished steel at the rate of 7 million tons yearly. In consideration of the com- 
mitments we have made herein, we understand that your company will consider 
us as an 8 percent source of supply, which is the figure toward which we have 
been striving since 1946. To achieve that we thoroughly understand it will be 
necessary—when your yearly consumption reaches the 7 million ton. figure— 
to supply you 560,000 tons annually. There is nothing in our current expansion 
plans to provide this much tonnage, but it could be attained with the construction 
of additional melting facilities at Ashland. With that increased steel capacity 
we would anticipate little difficulty shipping you the additional 90,000 tons per 
year (probably in hot-rolled sheets or coils) to bring us to the 560,000 ton 
total. I can assure you that this will be considered when all the problems 
of our currently active construction programs have been resolved. 
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At the risk of making this memorandum unduly long I am, nevertheless, 
taking this opportunity to record a few facts which I believe are important. You 
informed us that in 1950 your company consumed slightly less than twice as 
much steel, including conversion, than you did in 1941. Armco shipped you 
slightly more than twice as much steel, including conversion, in 1950 than we 
did in 1941—about 400,000 tons as compared to 197,000 tons. Beginning with 
the first full year after the war, Armco has shipped progressively larger percen- 
tages of its total output to General Motors each year, exclusive of conversion, 
Government allocations, and our Baltimore (stainless bars and wire) produc- 
tion, as follows: i 3 

ercen 


1This percentage figure was abnormal because you took excess material which conditions 


then permitted us to offer. The more normal figure would have approximated 17.5 or 18 
percent. 


Including conversion tonnage, your “take” from our output showed higher 
percentages, viz. : 


Percent 


1 Final figures not available. 


We appreciated the many courtesies extended to Mr. Gruver and me and we 
were happy that you and Messrs. Curtice and Dean were able to devote so much 
time to us so that the subject at hand could be discussed in complete detail. 

Yours very truly, 
JOHN A. INGWERSEN, 
Vice President. 


[Attachment M] 


MEMORANDUM OF AGREEMENT BETWEEN GENERAL MOTORS CORPORATION AND 
CARNEGIE-ILLINOIS STEEL CORPORATION AND OTHER UNITED STATES STEEL Cor- 
PORATION SUBSIDIARIES OCTOBER 4, 1948 


Based on the Memorandum of Understanding between General Motors Cor- 
poration and United States Steel Corporation dated October 4, 1948, General 
Motors Corporation agrees to purchase from the U. 8S. Steel Corporation, prin- 
cipally from its Carnegie-Illinois subsidiary, 32.5% of its total steel and pig iron 
requirements for a five-year period starting January 1, 1949, and the U. S. Steel 
Corporation agrees to supply this material subject to the following conditions: 

1. General Motors Corporation will start operation of a blanking and shearing 
plant in Pittsburgh not later than January 1, 1949. Within thirty days it will 
purchase land and start the construction of a stamping plant which it expects 
to complete late next year. The plant and facilities are estimated to cost ap- 
proximately $25,000,000. It is estimated that 80% of the requirements of this 
plant will be 12,500 tons per month, and it is understood that Carnegie-Illinois is 
to furnish this estimated tonnage. 

2. Carnegie-Illinois will start delivering to General Motors Corporation in- 
creased tonnages of steel beginning in January 1949 in accordance with the at- 
tached schedule. 

All of the increased tonnage will not immediately come from the Pittsburgh 
district, but at the option of Carnegie-Illinois, steel can be supplied from any of 
its other plants and in the form of semi-finished steel if desired, pending a formal 
decision on the part of Carnegie-Illinois regarding the construction of a plant in 
the Detroit-Toledo district. Carnegie-Illinois agrees, starting October 1, 1949, 
to deliver the full 32.5% of the General Motors requirements for steel and pig iron 
but not to exceed 1,300,000 tons of steel per year and 160,000 tons of foundry pig 
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iron, at approximately an equal monthly rate as may be scheduled by General 
Motors Corporation. 

If Carnegie-Ulinois does not go ahead with a mill in the Detroit-Toledo area 
and is not prepared to deliver steel from Michigan by January 1, 1952, then Gen- 
eral Motors is not obligated to purchase more than 27.5% of its steel require- 
ments from Carnegie-Illinois and other U. S. Steel subsidiaries unless Carnegie- 
Illinois is prepared to deliver steel in the Detroit-Flint-Pontiac area at Michigan 
mill prices for steel. 

In consideration of the quantities of steel used by General Motors Corporation 
it is understood that Carnegie-Illinois and other U. 8. Steel subsidiaries will sell 
steel to General Motors Corporation at its most favorable mill prices for its 
various grades and types of steel. 

It is further understood that Carnigie-Illinois and other U. 8S. Steel subsidiaries 
and General Motors Corporation will cooperate in working out the best methods 
of arriving at efficient mill schedules and in transporting steel from the U. 8. 
Steel Corporation’s mills to General Motors Corporation’s consuming plants. 

These understandings are all subject to conditions beyond the control of the 
parties such as strikes, government controls and allocations, floods, fires, ex- 
plosions and other acts of God. 

STEEL SCHEDULE 


The 1948 monthly base for Carnegie-Illinois was as follows: 
57,960 net tons of finished steel 
19,040 net tons of slabs 


For 1949, Carnegie agrees to the following: 
Steel products will be increased at the following rate: 


INE | stosteissiiteatniasiitieatlsemibeaieiiace teal tateteiinla tdlsistityrsttindibal 2,500 net tons per month 
NORD | cnitracetiiniistmnerteitiiianin aeaaniinett 2, 500 net tons per month 
NO as, ctasutie th Miatiaitsaaite bin candtilemliabaiagsiicecipiaaie ees talntas 2, 500 net tons per month 
DAME, ccttirsinmty nga idorchtabthias ne nantnnde-steianlnhceuiieteiad 2, 500 net tons per month 
DN he sins ca peeeneacdaccndasnamnastndentthin Hida seaaa mine miniéts 2, 500 net tons per month 
June 


5 san taal Nis eb ees lp cleaner aes aieteniiai aitind 3, 500 net tons per month 


In the month of June, Carnegie-Illinois will furnish a total of 93,000 net tons 
of steel exclusive of other U. 8. Steel subsidiaries : 


July, 96,000 net tons 

August, 99,000 net tons 

September 101,000 net tons 

October, 105,000 net tons, to continue at this monthly rate 


The present monthly rate of slabs of 19,040 net tons is to increase to 31,040 
net tons by October and will be a part of the total tonnage. It is understood 
that this will be furnished in slabs or billets as mutually agreed between the 
parties. 

This memorandum covers the general understanding of the parties and is 
subject to detail clarification and will be put in final form for the signatures of 
the parties. 

In witness whereof the parties hereto have caused these presents to be executed 
by their representative officers this 4th day of October, 1948. 


GENERAL MoTorRS CORPORATION, 
By CHARLES BE. WILSON, President. 

B. F. FaRmBAs. 

H. M. Courtice. 

M. E. CoyLe. 

CARNEGIE-ILLINOIS STEEL CORPORATION, 
By CHARLES R. Cox, President. 


PIG IRON 

Gross tons Gross tons 
i crtaicries enemas cccadapia CO OR ice ttiensidnccokuuk 11, 750 
hist h hd paincienicinnnneies eT I athe acc iti eicnsitpstceagtesscdoiee 12, 000 
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NI etal ida lichens dase alegeckicoaetboces 11; 2507) Beptember ooo ot 12, 750 











3902 ADMINISTERED PRICES 


MEMORANDUM OF UNDERSTANDING BETWEEN GENERAL Morors CORPORATION AND 
UnItep States STEEL CORPORATION, OcTOoBER 4, 1948 


For a number of years before the war General Motors obtained approximately 
25 percent of its total steel requirements from the United States Steel Corpora- 
tion, principally through its Carnegie-Illinois subsidiary. It also obtained ap- 
proximately 25 percent of its pig iron requirements from the United States 
Steel Corporation. 

The United States Steel Corporation has blast furnace and steel ingot capac- 
ity in excess of 30 percent of the total blast furnace and ingot capacity of the 
United States. 

It would be logical for General Motors to obtain an increased percentage of 
its steel and pig iron requirements from the United States Steel Corporation. 
This has not been done in the past, however, due to the fact that a substantial 
part of the U. 8S. Steel Corporation’s capacity was not well located to serve 
General Motors’ plants, particularly in Michigan. The recent change in the 
method of selling steel, under which mill prices are used instead of basing- 
point prices, has highlighted the problem of freight costs and the cross shipping 
of steel and semifinished parts. As a result, a reexamination of the necessary 
supplier-customer relations is being made throughout the steel industry. 

After an examination into the facts it is very clear that an excess amount of 
steel is being produced in the Pittsburgh-Youngstown district as compared to 
the amount of steel fabricated in this same district, and it is equally clear that 
a very large amount of steel is fabricated in southern Michigan; while a rela- 
tively small amount of steel is produced in this territory. A number of steel 
companies have indicated that they are shifting tonnage to customers within 
their economic area. 

The U. S. Steel Corporation and General Motors Corporation recognize these 
facts. The U. S. Steel Corporation is considering building a steel plant in the 
Toledo-Detroit area. General Motors Corporation is leasing a plant in the 
Pittsburgh-Youngstown district and is considering building a new stamping 
plant which will cost approximately $25,000,000 in the Pittsburgh district if it 
develops that by so doing it can obtain more steel from the Pittsburgh district 
immediately to support such a plan. Additional steel should be available in 
Michigan if and when the U. S. Steel Corporation constructs a new plant in that 
general territory. 

If these plans are carried out, it would be logical for General Motors Corpora- 
tion to obtain an increased percentage of its steel and pig iron requirements 
from the U. 8S. Steel Corporation. 

It is further understood that the U. S. Steel Corporation, barring strikes and 
other unforeseen contingencies, expects to produce more steel in 1949 and 1950 
than it has been able to produce in 1947 and 1948. This increase will come 
about through greater efficiency in the use of existing facilities and some 
expansion of facilities. 


{Attachment N] 


NATIONAL STEEL Corp., 
Pittsburgh, Pa., February 11, 1952. 
Mr. C. E. WILson, 
President, General Motors Corp., 
Detroit, Mich. 

Dear Mr. Wiison: I have your letter of January 17, 1952, confirming the 
agreement between General Motors Corp. and National Steel Corp. and outlining 
the basis therefor. I have signed and return herewith the copy of this agreement 
and have placed the original in our files. 

It has been a pleasure to work for you, and we will continue to try to merit 
your approval in the future as in the past. 

Very truly yours, 
GEorGE R. FINK, President. 


JANUARY 17, 1952. 
Mr. GrorGce R. Fink, 


President, National Steel Corp., 
Ecorse, Detroit, Mich. 
Dear Mr. Fink: I am submitting herein a proposed agreement between Gen- 
eral Motors Corp. and the National Steel Corp. and the basis therefor. 


i 
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In 1950 the National Steel Corp. furnished General Motors Corp. with the 
following products : 


Tons 
Great Lakes Steel: Finished mill steel____.____---__----------------- 560, 037 
Werten Stuel* Winitaned mil etedl. co. en ae as 96, 962 
Great Lakes Steel: Finished conversion steel__..___._---___-__----~_-- 829, 002 
Weirton Steel: Finished conversion steel________._--__------------_~ 82, 414 
ER ces pips wr ce te started a nd a ccna bcteetgh A testa Lele tered La de Ms 1, 018, 415 


This represented 18.6 percent of the total steel purchased by General Motors 
Corp. in 1950. 

This is substantially the percentage of the General Motors Corp. steel require- 
ments that National Steel Corp. has supplied for many years. The relations 
between our two companies have been excellent, and it is my understanding 
that it is our mutual desire to continue this relation for a number of years. 

On the basis of the foregoing for a period commencing immediately and 
ending December 31, 1952, General Motors Corp. agrees to purchase, and 
National Steel Corp. agrees to sell subject to any Government controls or 
eapacity limitations that may exist, not less than 17% percent or more than 
20 percent of the finished steel required by General Motors Corp. The division 
of the business between Great Lakes Steel Corp. and Weirton Steel Corp. will 
be Great Lakes 16 percent to 18 percent, and Weirton 1% to 2 percent, or any other 
percentage which is mutually satisfactory to the parties, provided the total for 
National Steel Corp. is between 17% percent and 20 percent. 

Effective January 1, 1953, and for the balance of the period of this agree- 
ment, National Steel Corp. agrees to sell and deliver to General Motors Corp., 
and General Motors Corp. agrees to purchase, on the same finished steel require- 
ments percentage basis set forth in the preceding paragraph relating to the 
year 1952, up to the following total annual tonnages: 


Great Lakes Steel: Tons 
ans OG: RR itt Scala oe 840, 000 
a a alr ae 110, 000 
ns ee I I I 5k Becta nciienaameaaimarnninnmuniieemanted 180, 000 

a occa eancadacad acta aa aietucabii dp aah cea one ine aoeicemaael hdeiasae adam maddie 1, 130, 000 

Weirton Steel: 


Pa iiss ia edo heeds ahaa halal tticmimese eee amacnaiitahen eens 130, 000 





National Steel total 


Insofar as Great Lakes is concerned, 840,000 tons of cold rolled will represent 
40 percent of Great Lakes’ proposed expanded capacity and the bars and hot 
rolled will represent 27% percent of such capacity. The total tonnage of 
1,260,000 will represent 17% percent of the estimated maximum total quantities 
of such products (7,200,000 tons) that General Motors might require on an 
annual basis at some time within the 5-year period commencing January 1, 1953. 

It is also agreed that for the period of this agreement National Steel Corp. 
will sell and deliver and General Motors Corp. will purchase and accept 15 
percent of the annual requirements of General Motors Corp. for pig iron in basic, 
foundry, or malleable grades, but not to exceed 108,000 gross tons per year or 
approximately 9,000 tons per month. 

It is also agreed that during the year 1952 National Steel Corp. will make 
available to General Motors Corp. its fair portion of the increased steel capacity 
of Great Lakes Steel Corp. and will make every effort to accept and produce 
up to 20 percent of General Motors Corp.’s requirements for the year 1952. 

It is also agreed that the distribution of types of steel and pig iron purchased 
by General Motors Corp. will be similar to those now being supplied, but may be 
changed from time to time on a basis mutually satisfactory to both General 
Motors Corp. and National Steel Corp. 

It is the intention of General Motors Corp. to use steel purchased from National 
Steel Corp., both from Great Lakes and Weirton, in those General Motors Corp. 
plants which will have the lowest freight rates from the steel mills. The steel 
will be scheduled for shipments in approximately equal monthly portions, making 
due allowance for model changes, changing demand, and conditions beyond the 
control of General Motors Corp. 
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Your prices and terms to us will at all times be competitive with those of other 
leading steel companies. 

During periods of any Government controls on production, distribution, and 
delivery of steel products, the obligations of National Steel Corp. shall apply 
pro rata to that portion of National Steel Corp.’s overall production and produc- 
tion of specific products which is available for distribution without regard to 
Government controls, and the obligations of General Motors Corp. shall apply 
pro rata to that portion of its steel products requirements, delivery of which it 
may accept without regard to governmental controls. 

The performance of the provisions of this agreement is subject to acts of God 
and to strikes, fires, war damage, Government regulations, and all other condi- 
tions beyond the control of either General Motors Corp. or the National Steel 
Corp. 

This agreement will continue in effect until December 31, 1957, unless canceled 
by either party on 12 months’ notice in writing. 

I am sending you this letter in duplicate. If you find this agreement is satis- 
factory, I would appreciate it if you would sign one copy and return it for our 
files. 

Very truly yours, 
C. BE. Witson, President. 

Accepted : 

NATIONAL STEEL CorP., 
By Georce R. FINK. 
Date: February 11, 1952. 


[Attachment O] 


RESOLUTION OF GENERAL Morors CorP., FINANCIAL POLICY COMMITTEE, SEPTEMBER 
13, 1948 


PURCHASE OF M’LOUTH STEEL CORPORATION DEBENTURE BONDS 


The Secretary presented to the Committee an advice of action dated August 
20, 1948 (#893) taken by the Operations Policy Committee on the above subject, 
together with a copy of the report referred to in the advice of action. 

After discussion, and upon motion duly seconded, the following resolutions 
were unanimously adopted : 

“ResolWwed, That the appropriate officers of the Corporation be, and they hereby 
are, authorized to purchase on behalf of the Corporation from McLouth Steel 
Corporation 50% of the proposed McLouth Steel Corporation Debenture Bond 
issue, provided that such expenditure shall in no event exceed $4,000,000, and 
upon the understanding that in making such purchase General Motors Corpora- 
tion will be guaranteed by the McLouth Steel Corporation 50% of the steel 
produced by it; and further 

“Resolwed, That the appropriate officers of the Corporation be, and they hereby 
are, authorized to do any and all things necessary or desirable to effectuate the 
purposes of the foregoing resolution.” 


[Attachment P] 


RESOLUTION OF GENERAL Motors Corp., FINANCIAL PoLticy COMMITTEE, DECEMBER 


PURCHASE OF M’LOUTH STEEL CORPORATION DEBENTURE BONDS 


The Chairman recalled that this Committee at its meeting held on September 
13, 1948, had approved the purchase of the McLouth Steel Corporation Debenture 
Bonds, the fund to be used for expansion purposes, and that one of the under- 
Standings was that the Reconstruction Finance Corporation would supply to 
McLouth Steel Corporation between $9,000,000 and $10,000,000 for the same 
purpose which would be prior to claim to the Debenture Bond holdings. 

The Chairman advised the Committee that under date of November 29, 1948, 
he had, in his capacity as Chairman of the Financial Policy Committee, author- 
ized Mr. H. M. Curtice, Executive Vice President, pursuant to this understand- 
ing, to execute and deliver, on behalf of the Corporation, a “Standby Agree- 
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ment,” the effect of which would be in general to subordinate the Corporation’s 
position and claim as a creditor of the McLouth Steel Corporation on account 
of the loan of $4,000,000 about to be made by the Corporation to the McLouth 
Steel Corporation to the position and claim of the Reconstruction Finance Cor- 
poration as a creditor of McLouth Steel Corporation on account of a loan up to 
$10,500,000 for which McLouth Steel Corporation has made application to the 
Reconstruction Finance Corporation. 


[Attachment Q] 


RESOLUTION OF GENERAL Motors Corp. FINANCIAL Poticy COMMITTEE 
SEPTEMBER 12, 1949 


MCLOUTH STEEL CORPORATION DEBENTURE BONDS 


Vice President F. G. Bonner orally informed the Committee that the MecLouth 
Steel Corporation was attempting to negotiate with the Reconstruction Finance 
Corporation a supplemental loan of $4,000,000 in addition to the present loan of 
$10,000,000. He advised the Committee that the McLouth Steel Corporation 
required this supplemental Joan because its expansion program originally esti- 
mated to entail an expenditure of $18,500,000 would, at present estimates, entail 
an expenditure of $34,000,000. General Motors Corporation and three other 
principal customers of McLouth Steel Corporation loaned to McLouth Steel Corpo- 
ration in connection with this expansion program the total sum of $8,000,000, 
of which General Motors Corporation loaned $4,000,000. This $8,000,000 loan 
is subordinated to the $1,500,000 loan originally advanced by the Reconstruction 
Finance Corporation. General Motors Corporation and the other three lenders 
have now been requested to modify their prior Standby Agreement so that their 
$8,000,000 loan will be subordinated to the total $14,500,000 loan from the Recon- 
struction Finance Corporation in the event the additional loan is made. Revised 
terms have been submitted to the Reconstruction Finance Corporation by the 
McLouth Steel Corporation with respect to the supplemental loan. These revised 
terms provide for higher annual minimum payments by the McLouth Steel 
Corporation on the total Reconstruction Finance Corporation loan of $14,500,000 
than the minimum payments originally proposed in connection with the supple- 
mental loan. Under the revised terms, the customer creditors will begin to receive 
payment on their loans one year in advance of the time they would have begun 
to receive payment under the terms originally proposed in connection with 
the supplemental loan. The revised terms also provide that the date on which 
additional payments of principal, based on earnings, would commence to be made 
by McLouth Steel Corporation would continue to be March 1, 1951 rather than 
moved forward to March 1, 1950, as originally suggested by the Reconstruction 
Finance Corporation as a condition for the $4,000,000 supplemental loan. 

Under the revised terms, the final payment on the aggregate loan of $22,000,000 
will amount to $2,200,000 and will be due on November 30, 1958, which is the 
same maturity date and the same amount of final payment of the present 
aggregate loan of $18,500,000. The interim annual payments, however, are 
higher. These revised terms, the Committee was informed, are being discussed 
with the Reconstruction Finance Corporation. 

The Chairman stated that he considered the terms the best that could be 
arranged under the circumstances in view of the McLouth Steel Corporation’s 
need of obtaining additional money from the Reconstruction Finance Corpora- 
tion. 

After discussion, and upon motion duly seconded, it was unanimously 

Resolved That the proposed terms with respect to the additional loan of 
$4,000,000 to be made by the Reconstruction Finance Corporation to the McLouth 
Steel Corporation as presented to this meeting are acceptable so far as they 
affect the loan of General Motors Corporation to the McLouth Steel Corporation, 
and that the proper officers of General Motors Corporation be, and they hereby 
are, authorized to modify the Standby Agreement of General Motors Corpora- 
tion, dated December 11, 1948, subordinating the loan of General Motors Cor- 
poration to MeLouth Steel Corporation to the $10,500,000 loan of the Recon- 
struction Finance Corporation to that corporation, to further subordinate said 
loan of General Motors Corporation to the additional loan of $4,000,000 to be 
made by the Reconstruction Finance Corporation to the McLouth Steel Corpora- 
tion; and further 
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Resolved That Messrs. Albert Bradley, C. M. Wilson and F. G. Donner be, 
and they hereby are, appointed a sub-committee of this Committee with authority 
to take such action as they, in their judgment, deem necessary or desirable with 
respect to the loan of General Motors Corporation to the McLouth Steel Cor- 
poration in the principal sum of $4,000,000, in the event that further action 
with respect to said loan becomes necessary or desirable during the current 
negotiations. 





[Attachment R] 


RESOLUTION OF GENERAL Morors Corp. FINANCIAL POLICY COMMITTEE, NOVEMBFR 
5 r 
5, 1951 


M’LOUTH STEEL CORPORATION REFINANCING OF RFC LOAN 


Report dated October 24, 1951 (#1584) was received from Vice President F. G. 
Donner on the above subject. The report informed the Committee that in Sep- 
tember 1951 the McLouth Steel Corporation had refinanced at 314% its 4% first 
mortgage notes held by the Reconstruction Finance Corporation in the principal 
amonut of $9,550,000 with a banking group headed by the National Bank of 
Detroit. These notes were originally issued to the Reconstruction Finance Cor- 
poration in 1948 in the principal amount of $10,500,000 for a loan in connection 
with McLouth’s expansion program and were increased to $14,500,000 in 1949. 
Payments had reduced the outstanding notes held by the Reconstruction 
Finance Corporation to $9,632,220 by the time of refinancing. 

General Motors Corporation holds $4,000,000 of McLouth’s second 4% mort- 
gage notes issued to it in 1948 for a loan in that amount for the same expansion 
program. At the time of the loan, General Motors Corporation also received an 
option to purchase up to 50% of McLouth’s products. Three other McLouth 
customers also hold second mortgage notes, aggregating $4,000,000, and options to 
purchase McLouth’s products. The report advised the Committee that the refi- 
nancing would not effect General Motors Corporation’s contract for the purchase 
of steel. The report further advised that the refinancing made certain changes, 
described in the report, in the first mortgage loan provisions, not unusual in such 
obligations, that would affect the second mortgage notes, without, however preju- 
dice to the position of General Motors Corporation. The Committee regarded the 
refinancing as satisfactory so far as it affected the McLouth second mortgage 
note held by General Motors Corporation. 

The report was ordered filed. 


[Attachment 8] 


RESOLUTION OF GENERAL Motors Corp. FINANCIAL PoLicy COMMITTEE, 
FEBRUARY 2, 1953. 


PROPOSED PURCHASE OF M’LOUTH STEEL CORPORATION PREFERRED STOCK 


Report dated January 23, 1953 (#2026) was received from the Chairman, Mr. 
Albert Bradley, on the above subject, to which was attached a report from Mr. 
H. H. Curtice, Acting President, dated January 21, 1953, also on this subject. 

The report noted that McLouth Steel Corporation of Detroit, Michigan, is 
proposing to undertake a substantial expansion program for new steel-producing 
facilities requiring an estimated expenditure of approximately $105,000,000. 
McLouth proposes to finance the program through the sale of first mortgage 
notes totaling $70,000,000 to banks and insurance companies, and through the 
sale of preferred stock in the amount of $35,000,000 to several principal cus- 
tomers. The proposal contemplates that a commitment would be made by General 
Motors Corporation to purchase (1) $25,000,000 of this preferred stock issue 
and (2) to purchase annually for a term of years from McLouth Steel Corpora- 
tion a portion of General Motors Corporation’s steel requirements. 

The report pointed out that following completion of the proposed facilities 
General Motors would be able to purchase sheet steel from such additional facil- 
ities at prices which would be competitive with other steel producing centers 
and that freight savings of $3 to $5 per ton could result. The report further 
pointed out that the new facilities would provide, for the first time, a local 
competitive situation which should stimulate an improvement in quality, service, 
and price on the part of the only existing integrated producer now located in 
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the Detroit area. However, the most important advantage which would accrue 
to the Corporation would be the increase in availability of steel to General 
Motors to meet emergency situations due to the proximity of this capacity to 
many of the Corporation’s plants. During the recent steel shortage brought 
about by the steel strike McLouth on a number of occasions supplied emergency 
requirements thereby eliminating plant shut-downs which would have occurred 
if a local source had not been available. 

The Chairman’s report noted that, in discussing the preferred stock terms 
with the McLouth management, it has been urged that the preferred stock should 
carry a dividend rate that was not materially out of line with the market rate 
for similar issues, and that there should be every incentive to McLouth for the 
preferred stock issue to be retired at the earliest possible date. It is believed 
that adequate provision has been made to provide the earliest possible date of 
retirement. Provision has been made for a participating dividend on the pre- 
ferred that would be related to common dividends. Further, a contingent sink- 
ing fund is to be established related to cash funds generated within the business 
that would be applied at an increasing rate to the preferred stock retirement as 
the debt outstanding was reduced. If these features were not present, a some- 
what higher dividend rate on the preferred stock would be indicated. 

Following consideration of the report of Mr. Curtice by the Operations Policy 
Committee, the Operations Policy Committee was of the opinion that it would be 
in the best interests of General Motors Corporation to have additional steel- 
producing capacity available in the Detroit area through an expansion of Mc- 
Louth Steel Corporation’s facilities on the basis set forth in that report. The 
Committee was also of the opinion that the proposed participation by General 
Motors Corporation in financing the program would be in the best interests of 
the Corporation and so recommended to the Financial Policy Committee. 

After discussion, and upon motion duly seconded, it was unanimously 

Resolved, That this Committee approves: 

1. The purchase by General Motors Corporation from McLouth Steel 
Corporation of $25,000,000 of its preferred stock out of a total of $35,000,000 
proposed to be issued in connection with the financing by McLouth Steel 
Corporation of a proposed expansion program for new steel-producing facili- 
ties involving an estimated outlay of $105,000,000 ; and 

2. The purchase by General Motors Corporation from the McLouth Steel 
Corporation in connection with said expansion program, annually for a term 
of years, a portion of General Motors Corporation’s steel requirements. 


all as outlined in the report of the Chairman, Mr. Albert Bradley, dated 
January 23, 1953, and the accompanying report of Acting President H. H. 
Curtice, dated January 21, 1953, on the same subject. 

upon the condition, however, that 

(a) said preferred stock of McLouth Steel Corporation when, as and if 
issued will conform substantially to all the terms and provisions with respect 
thereto as outlined in said reports; 

(b) the balance of said preferred stock is purchased and the $70,000,000 
to be procured by McLouth Steel Corporation through the issuance of first 
mortgage notes will be procured substantially upon the terms and provi- 
sions outlined in said reports ; and 

(c) the said expansion program and its financing will conform substan- 
tially to the terms and conditions outlined in said reports. 

and further 

Resolved, That Messrs. H. H. Curtice and Albert Bradley be, and they hereby 
are, authorized severally on behalf of General Motors Corporation to enter into 
any arrangements or agreements with McLouth Steel Corporation and/or others 
with respect to the participation by General Motors Corporation in said proposed 
expansion program of McLouth Steel Corporation on the basis outlined in the 
foregoing resolutions, and to effectuate the purposes of said resolutions with 
authority to consent to modifications affecting the foregoing approved participa- 
tion of General Motors Corporation in said program, provided that any such 
modifications do not deviate in substance from the said approved participation 
of General Motors Corporation in said expansion program, and further, that all 
said arrangements, agreements, or modifications are subject to review from a 
legal standpoint by the General Counsel of the Corporation. 

The report was ordered filed. 

(Mr. Russell left the meeting following the discussion of this report.) 
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[Attachment T] 
RESOLUTION OF GENERAL Motors Corp. FINANCIAL PoLticy COMMITTEE, May 4, 1953 


PROGRESS REPORT, PROPOSED PURCHASE OF M’LOUTH STEEL CORPORATION 
PREFERRED STOCK 


Report dated April 23, 1953 (#2153) was received from Messrs. H. H. Curtice, 
President, and Albert Bradley, Chairman of the Financial Policy Committee, on 
the above subject. 

The report noted that in connection with the financing of the expansion pro- 
gram of McLouth Steel Corporation involving an estimated outlay of $105,000,000, 
this Committee, on February 2, 1953, had authorized Messrs. H. H. Curtice and 
Albert Bradley to enter into the necessary arrangements with McLouth Steel 
Corporation for the purchase from that Corporation of its Preferred Stock in 
the amount of $25,000,000. The report thereupon reviewed the significant devel- 
opments in this financing and in the steel purchase arrangements with McLouth 
Steel Corporation since that date. 

The report concluded that there had been no significant changes in the pro- 
posed financing program and steel purchase arrangements since General Motors 
Corporation’s participation therein was approved by this Committee on Febru- 
ary 2, 1953, and that such changes as have occurred in the aggregate were fav- 
orable to General Motors Corporation. The report noted that arrangements were 
therefore being made on the part of General Motors Corporation to enter into 
the necessary agreements to participate in the McLouth Steel Corporation 
expansion program, subject to review from a legal standpoint by the General 
Counsel. 

The Committee agreed with this conclusion of the report. The report was 
ordered filed. 

(Mr. Russell was present during the discussion of this report. ) 


[Attachment U] 


IRESOLUTION OF GENERAL Morors Corp. FINANCIAL PoLticy COMMITTEE 
NovEMBER 6, 1950 


ADVANCE OF FUNDS TO CREATE INCREASED STEEL CAPACITY FOR GENERAL MOTORS 


Report dated November 1, 1950 (#1250) was received from the President, Mr. 
C. E. Wilson, on the above subject. In connection with this report, there was 
submitted a study dated November 1, 1950, on the subject of steel. Included in the 
report of the President was a report of Executive Vice President H. H. Curtice 
outlining a proposed arrangement with Republic Steel Corporation under which 
General Motors Corporation would advance $40,000,000 to Republic Steel Cor- 
poration to be used by that company in an expansion program to develop extra 
steel capacity at its Cleveland, Ohio, plant. The cost of the proposed expansion 
program of Republic Steel Coropration is estimated by that Company as approx- 
imately $72,000,000. 

Under the proposed arrangement Republic Steel Corporation would set aside 
for General Motors Corporation 20,000 tons of flat rolled steel per month out of 
the expanded capacity and an additioanl 2,500 tons of other steel products per 
month from its other capacity. This division will be approximately the pro- 
duction established by the advance of General Motors Corporation to Republic 
Steel Corporation. 

The $40,000,000 would draw interest at the rate of 3% per annum from the 
date of the completion of the expanded facilities now estimated to be January 1, 
1952. The advance would not be secured by any note or secured obligation but 
would be made under a written agreement which would embody the terms and 
conditions outlined in the report. 

Until the completion of the expanded facilities, General Motors would have the 
option to purchase from Republic Steel Corporation approximately 27,500 tons 
of flat rolled steel per month and approximately 37,500 tons of other steel products 
per month and, commencing March 1, 1951, an additional 2,500 tons per month 
of flat rolled steel. After the completion of the expansion program and until the 
advance has been repaid in full, General Motors would have the option to purchase 
from Republic for delivery each month, 50,000 tons of flat rolled steel and 40,000 
tons of other steel products. 
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_ The advance will be repaid in installments related to the use of the facilities 
and the tonnage of steel products taken by General Motors Corporation. It is 
estimated that the advance should be repaid within nine years. 

The Committee discussed the report of Mr. Wilson. Mr. Wilson stressed the 
urgency of securing additional steel to meet the production requirements of the 
Corporation. During the discussion, the Committee was of the opinion that if, 
because of some Government order, Republic Steel Corporation should be required 
to deliver to others than General Motors Corporation steel products which it 
otherwise would have delivered to General Motors Corporation, an additional 
provision should be included in the proposed arrangements to provide for an 
extension of the period of the option on either a tonnage or time basis, whichever 
basis seemed preferable. It was also the viewpoint of the Committee that there 
should be explored the possibility of including in the proposed arrangements a 
provision that if the added capacity is used for any purpose, even though its 
products are not taken by General Motors Corporation, the steel products so 
taken should be counted and considered for purposes of repayment of the advance 
as though they had been purchased by and delivered to General Motors Corpo- 
ration. 

After discussion, and upon motion duly seconded, it was unanimously 

Resolved, That General Motors Corporation advance to Republic Steel Corpora- 
tion the sum of $40,000,000 to be used by said Republic Steel Corporation for 
its expansion program to develop extra steel capacity at its Cleveland, Ohio, 
plant, said advance to be made under a written agreement to be executed be- 
tween General Motors Corporation and Republic Steel Corporation that shall 
embody (a) the terms and conditions contained in the report of the President, 
Mr. C. B. Wilson; (b) the further term and condition that if, because of Govern- 
ment order, Republic Steel Corporation should be required to deliver to others 
than General Motors Corporation steel products which Republic would other- 
wise have delivered to General Motors Corporation, the option given to General 
Motors Corporation for 90,000 tons of steel per month should be extended on 
either a tonnage or time basis, whichever basis is deemed preferable in the judg- 
ment of the President, or an Executive Vice President of the Corporation ex- 
ecuting the agreement, and (c) upon such other terms and conditions as shall 
seem desirable in the judgment of the President or an Executive Vice President 
of the Corporation executing the agreement, said agreement to be in such form 
as shall be approved by the General Counsel of the Corporation. 

The President also brought up the possibility of other arrangements similar 
to that proposed with Republic Steel Corporation in order to assure the Corpo- 
ration of at least an aggregate 750,000 tons per year additional steel. 

a discussion, and upon motion duly seconded, it was (one member not 
voting 

Resolved, That the President, or any Executive Vice President, be and he 
hereby is authorized on behalf of General Motors Corporation to make arrange- 
ments with other steel corporations similar to the proposed arrangement with 
the Republic Steel Corporation to assure the Corporation of an aggregate of 
750,000 additional tons of steel per year, including the additional steel to be 
made available under the arrangement with the Republic Steel Corporation, 
upon the condition that not more than $100,000,000 in the aggregate should be 
advanced under said arrangements, including the arrangement with the Republic 
Steel Corporation ; and further 

Resolved, That any such additional arrangements, if made, should be re- 
ported back to this Committee. 

The report and study were ordered filed. 


{Attachment V] 


RESOLUTION OF GENERAL Moror Corp. Frnancrat Poiticy ComMMITTEE 
DeceMBER 4, 1950 


ADVANCE OF FUNDS TO CREATE INCREASED STEEL CAPACITY FOR GENERAL MOTORS 


Report dated November 29, 1950 (#1275) on the above subject was received 
from President C. BE. Wilson. The report recalled that the Financial Policy Com- 
mittee, at its meeting of November 6, 1950, had authorized General Motors Cor- 
poration to advance to Republic Steel Corporation and other steel producers up 
to an aggregate $100,000,000, of which $40,000,000 would be advanced to Republic 
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Steel Corporation, subject to certain terms and conditions, in order to enable 
these producers to expand their capacity and thus assure the Corporation of 
additional steel from part of these expanded facilities. The report stated that 
the Corporation had concluded an agreement covering such an advance with the 
Republic Steel Corporation in the amount of $40,000,000, and that further, the 
Corporation was in process of concluding a similar agreement with the Jones & 
Laughlin Steel Corporation covering an advance of $28,000,000. The report fur- 
ther indicated the terms of each of these agreements which would embody the 
conditions and recommendations under which the Financial Policy Committee, at 
its meeting of November 6, 1950, had authorized them. The expansion program 
of Republic Steel Corporation should result in an additional 20,000 tons of cold 
rolled steel becoming available monthly to General Motors Corporation. The 
expansion program of the Jones & Laughlin Steel Corporation should result in 
an additional 10,000 tons of hot rolled steel and 10,000 tons of cold rolled steel 
becoming available monthly to the Corporation. The report contained a detailed 
outline of each of the agreements. 

After discussion, and upon motion duly seconded, it was unanimously : 

Resolved, That the execution on behalf of the Corporation of an agreement 
with Republic Steel Corporation whereunder General Motors Corporation will 
advance $40,000,000 to Republic Steel Corporation under the terms and conditions, 
as set forth in the report of the President, dated November 29, 1950 (#1275), 
entitled “Advance of Funds to Create Increased Steel Capacity for General 
Motors”, be, and the same hereby is, in all respects approved, ratified and con- 
firmed ; and further 

Resolwed, That the proper officers of the Corporation be, and they hereby are, 
authorized to enter into an agreement with the Jones & Laughlin Steel Corpora- 
tion whereunder General Motors Corporation will advance to Jones & Laughlin 
Steel Corporation the sum of $28,000,000, under the terms and conditions as set 
forth in said report of the President, dated November 29, 1950; and further 

Resolved, That the authority heretofore granted by this Committee on Novem- 
ber 6, 1950, to advance to steel producers up to an aggregate of $100,000,009, be 
rescinded with respect to the balance of $38,000,000 remaining after the agree- 
ments with Republic Steel Corporation and Jones & Laughlin Steel Corporation, 
but upon the understanding that any other arrangements or agreements with 
steel producers for similar advances of funds might be admitted to this Com- 
mittee for its consideration. 

The report was ordered filed. 


GENERAL Morors Corp. COMPARISON OF AUTOMOTIVE PRODUCTION WORKERS WITH 
Unirep States Cak AND TRUCK Factory UNIT SALES 


The selection of the years 1947 and 1957 as the basis of comparison of the 
increase in production workers with the increase in United States factory sales 
of cars and trucks is not meaningful. The year 1947 was a year of transition 
from a wartime toa peacetime economy. The automotive industry was in a period 
of material shortages, employee training programs, plant reactivation and equip- 
ment renovation, with a general degree of inefficiency throughout the industry. 
This resulted in an abnormal number of employees in relationship to the number 
of units sold. 

The year 1941 is recognized as the last year prior to World War II in which 
the automotive industry operated at normal efficiency and full production. Al- 
though the 1941 level of production was regained by 1948, it was not until 1949 
that the availability of material, equipment, and tools permitted the return to 
pre-World War II levels of efficiency. 

An analysis of General Motors data for the years 1941 and the postwar period 
(exclusive of 1947 and 1948) shows that there is a fairly consistent relationship 
between the increase or decrease in the number of automotive production em- 
ployees and the increase or decrease in United States factory sales of cars and 
trucks. It must be resognized, however, that this comparison of car and truck 
units sold per worker is not intended to be a reflection or measurement of the 
change in the rate of productivity within General Motors. For example, the 
production workers shown below were employed in the production of options, 
accessories, and parts, as well as the basic cars and trucks. Further, as stated 
by Mr. Curtice in his presentation to the committee, the General Motors car of 
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today is unquestionably a better car than the preceding models. The engine is 
more efficient and more powerful, providing much better performance. The chassis 
is stronger and the suspension greatly improved. Shoulder, hip, and leg room, 
both front and rear, have been increased over 1948. Many savings in labor costs 
which have resulted from better methods and processes have been absorbed by 
the improvements in the product. 


General Motors Corp. 





| 
United States) Automotive 











car and production Units sold 
Year truck fac- | workers, per worker 
tory unit | average 
sales number 
Oe seuciah. coon mobic astnensinviadnndoundine etiam | 2,149, 804 | 191, 804 11.2 
cca ceciyinia sig dita winks nats cep whoa etme wide’ 1, 845, 885 | 229, 474 8.0 
Riis ata ‘ait ip esti /loader eps iedeegtiiekd cate Besa os eri el ‘i 2, 051, 742 | 227, 977 9.0 
1949 ____. Dhiapsscettnnsisedipe nie atpedaabenat toe deel 2, 672, 894 | 248, 052 10.8 
1950 ___. cidhandhs tates titaidlatiets Guginian Ssesemitinwanltdaaie iol 3, 653, 358 293, 498 12.4 
antici sith d aligns iaialess eta: Mains Gdisk careadies did etait ines 2, 829, 499 | 255, 197 | 11.1 
SE ti lain cninigencnédn aohipipge gl eb atdaedhdaeAseweet 2, 234, 397 214, 779 | 10.4 
DN corenincn ing etvantwuoaa ge sg tyad sales pa a ual aieeal 3, 276, 586 282, 180 | 11.6 
iccene 5 bene: a Suita W Renee ieg ore 5 stan soit Cee eisai 3, 295, 956 | 299, 925 | 11.3 
ces sis Nadal cited Race ites eden ok adil ain nce esate 4, 476, 672 | 349, 379 | 128 
1956 ‘abst deietivininin' Sag ico ensetaaieh bie wma pe chactia Gpaaaad ee cidiatannaietianaa ae 3, 507, 741 315, 039 | 11.1 
 ieccencewetereriaencunnnrvcwegenetwalittadttbeinsevatudirrs 3, 237, 178 300, 896 | 10.8 


Reference: Senator Kefauver’s statement made before the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary in regard to table 2 Sas presented by Mr. Walter P.Reuther. (Hearings, 
on p. 2588.) 





GENERAL Motors Corp. COMMENT ON BUREAU OF LABOR STATISTICS CHART ON 
Costs, PRICES, AND PRODUCTIVITY—SELECTED DATA FOR THE PRIVATE NONAGRI- 
CULTURAL Economy (1947-56) 


Mr. Walter P. Reuther presented a chart showing trends in prices and costs 
per unit in the private nonagricultural economy which was copied from Bureau 
of Labor Statistics chart. Mr. Reuther used this chart in an attempt to dem- 
onstrate that the pressure on prices did not come from wages but from the 
nonwage sector of the economy. Senator Kefauver stated that the chart shows 
that price changes generally were higher, leading upward the labor payments. 

This chart was taken from a BLS release on May 13, 1957, “Productivity 
Earnings Costs, and Prices in the Private Nonagricultural Sector of the Econ- 
omy, 1947-56.” It is only half of a two-field chart, a copy of which is attached. 

The BLS warned in the text that “where the figures indicate that prices and 
unit labor costs showed about the same increase, or that one or the other 
showed a greater increase during a particular year or period of years, this 
should be taken as a description of what happened and not necessarily as an 
explanation of what ‘caused’ the change.” Further, it said that the figures “are 
not precise measures and too much significance should not be attached to re- 
latively small differences between the various estimates.” 

What the figures show is that estimated unit labor costs (i. e., labor pay- 
ments per dollar of real product) and nonlabor costs both showed about the 
Same increase as prices over the period 1947-56. Historically, over the long 
run, prices have moved with costs—particularly unit labor costs—since these 
costs usually have an effect on other costs. 

What the figures on Mr. Reuther’s chart do not show is that the actual hourly 
wages of labor, in current dollars, rose much more rapidly than labor pro- 
ductivity. This is brought out on the lefthand field of the BLS chart. For the 
whole period wages were pushed up 61 percent while output per employee hour 
was increased only 26 percent.. This comparison is necessary to explain the 
increase in unit labor costs, which is equal to average hourly compensation 
divided by real product per employee hour. 

Reference: Mr. Curtice agreed to furnish comments to the Subcommittee on Antitrust 


and Monopoly of the Committee on the Judiciary in regard to the chart previously —— 
( 


by 2558) P. Reuther (transcript, vol. 2, appendix II, Reuther Exhibit 2). earings, 
D. ud. 
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GENERAL Motors ACCEPTANCE CorP., RETURN ON INVESTMENT, YEARS 1940, 1947- 
57, COMMITTEE Exursit No. 18 


The return on investment as shown in the committee’s exhibit is developed 
on a basis other than that used by statistical agencies who publish information 
of this nature. 

The investment used by the committee is an average of the investment at the 
beginning and end of each year, whereas the statistical agencies normally use 
the investment at the end of the year. It is also noted that the committee’s 
exhibit No. 18 erroneously shows the 1940 investment as $90,807,581. On the 
committee’s basis, 1940 investment should be $85,807,581. In exhibit No. 18 
investment for the 9 months ending September 30, 1957, was computed on 
investment at the beginning of the year instead of the average of investment at 
the beginning and end of the period. On this basis, the committee’s calculated 
investment amount of $249,794,827 would be changed to $264,550,098. 

The committee has also used net income for each of the years 1940 and 1947 
other than the amount of net income transferred to the surplus account. 

So that there may be a comparison of the data set forth in the committee’s 
exhibit, with data developed on the basis used by statistical agencies, we ask 
that the attached table of General Motors Acceptance Corp. return on invest- 
ment, based on figures similar to those published for industrial concerns by 
Moody’s Industrial Manual be included in the record. 

Reference: Senator O’Mahoney’s request before the Subcommittee on Antitrust and 


Monopoly of the Committee on the Judiciary that a table showing GMAC profits and rates 
of return be included in the record. (Hearings, p. 2593.) 
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General Motors Acceptance Corp. return on investments, years 1940, 1947-56, 
and 9 months ending Sept. 30, 1957, committee exhibit No. 18 





As shown on committee As developed on basis similar to that 
exhibit No. 18 used by Moody’s Industrial 
manual for industrial concerns 
Stock- Rate Net income | Rate 
holders’ Net income of Investment | after taxes of 
average after taxes | return as published | return 
investment by GMAC 
Percent Percent 
$90, 807, 581 $10, 968, 538 12.1 $85, 899, 078 $10, 180, 994 ll 
87, 882, 545 3, 167, 799 3.6 88, 711, 450 4, 157, 811 4.7 
89, 502, 895 5, 582, 890 6.2 90, 294, 340 5, 582, 890 6.2 
, 130, 922 11, 673, 163 12.5 95, 967, 503 11, 673, 163 12.2 
116, 491, 454 22, 751, 027 19.5 137, 015, 405 22, 751, 16.6 
132, 4C2, 825 26, 712, 340 20. 2 127, 790, 245 26, 712, 340 20.9 
133, 321, 586 21, 062, 683 15.8 | 138, 852, 928 21, 062, 683 15.2 
145, 666, 107 28, 626, 359 19.7 | 152, 479, 287 28, 626, 359 18.8 
-| 159,396, 172 33, 833, 771 21.2 | 166,313, 058 33, 833, 771 20.3 
| 198, 701,348 35, 276, 581 17.8 231, 089, 639 35, 276, 581 15.3 
240, 442, 233 45, 705, 188 19.0 | 249, 794, 827 45, 705, 188 18.3 
249, 794, 827 31, 010, 541 12.4 | 279, 305, 368 31, 010, 541 114.8 





1 Calculated by General Motors using same method as Moody’s with the return on investment for the 
9 months of 1957 at an annual rate. 





GENERAL Morors Corp. ADDITIONAL INFORMATION WITH RESPECT TO DIVISIONAL 
LOSSES IN THE POSTWAR PERIOD 


At pages 2599 and 2600, supra, Committee Counsel Dixon made inquiry of 
Mr. Curtice with respect to divisions operating at a loss in the postwar period. 
The transcript at these pages reads as follows: 

“Mr. Drxon. Mr. Curtice, between the years 1946 and to date, has General 
Motors operated any of its automotive divisions at a loss? 

“Mr. CurTIcE. No sir. 

“Mr. Drxon. Any division, any one of its automotive divisions? 

“Mr. CurTice. Not to my knowledge. 

“Mr. Dixon. Have you operated any nonautomotive division at a loss? 

“Mr. CurTICE. Two. 

“Mr. Drxon. What were those? 

“Mr. Curtice. I do not wish to disclose, for competitive reasons. 

“Mr. Drxon. Will you examine your books and records and furnish this com- 
mittee with the year and the name? 

“Mr. Currice. I think that is in the area of the question which we have de- 
clined to provide the information on, the breakdown of the divisional operations 
on a separate basis. 

“Mr. Drxon. I beg to differ with you, sir. That is merely calling for the 
name of a division, not how much you operated at, how much profits, what it 
cost, just the fact did you operate any automotive division—— 

“Mr. Curtice. That is confidential information. 

“Mr. Drxon. You consider that confidential information? 

“Mr. CurrTice. Yes, sir. 

“Senator Kerauver. I think the name of the company might not be con- 
fidential if it did not reveal the amounts, but were these divisions in a competi- 
tive war that time with that kind of industry? [Emphasis added.] 

“Mr. Curtice. They are in competition; yes, sir. [Emphasis added.] 

“Senator Kerauver. Was that the reason you operated at a loss? [Emphasis 
added.] 

“Mr. CurTICE. No. 

“Senator Keravuver. Because there was severe competition at that time? 

“Mr. CurTice. Not necessarily ; no. 
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“Senator Krerauver. Was it part of the reason? In other words, what Mr. 
Dixon, I am sure, is trying to get at, as I understand, is whether in a type 
of industry there would be the situation where you cut your prices or operated 
at a loss because of a situation, and then make up that loss through the financing 
of your other divisions? [Emphasis added.] 

“Mr. Curtice. No; that is not true.” 


The first question was directed to operating losses in automotive divisions 
between the years 1946 and to date. The inquiry represented a continuation of 
the line of questioning by Senator Kefauver at the hearing on the previous day 
with respect to the issue of whether the profits of one division are used to subsi- 
dize the operating losses of another division for competitive purposes. That 
Senator Kefauver so interpreted Mr. Dixon’s inquiry appears from his comment 
quoted above. 

In this context Mr. Curtice directed his replies to true operating losses of di- 
visions selling a substantial part of their production in open competition. In 
this connection he did not concern himself with the year 1946 during the first 
2% months of which plant operations were shut down by a strike with aftermath 
effects for months following even into the year 1947 and also during which year 
(1946) the corporation was converting to peacetime production. Nor did Mr. 
Curtice concern himself with 1947, a year in which the whole economy, as well 
as General Motors, was completing the transition from war production to peace- 
time production. Controls were in effect, materials were in short supply, plants 
were in the process of construction or modification, some manufacturing facili- 
ties were being rearranged, while others were being acquired and installed, and 
finally, both experienced as well as inexperienced employees were being trained 
for their assignments in commercial production. 

Furthermore, Mr. Curtice did not consider the effect of the fire in 1953, which 
completely destroyed the manufacturing facilities of the division making our 
hydramatic transmissions, as producing the kind of operating loss contemplated 
by the inquiry. 

As stated in Mr. Curtice’s testimony, no automotive division operated at a 
loss in any year during this period. 

One division which sells its products in the competitive market operated at a 
loss in 2 years. 

Another division, selling approximately 7 percent of its products in the open 
competitive market and approximately 93 percent of its products to General 
Motors divisions for incorporation in end products sold in the competitive market, 
had losses of approximately $750,000 in 1 year on an annual volume of $42 million 
in that year, and less than $100,000 on an annual volume of $28 million in another 
year. The relatively small amount of business conducted in the competitive 
market was operated at a profit and all of the General Motors divisions which 
incorporated in their end products, the items furnished by this supplying division 
operated with substantial profits in those years. 

Another division which in 1 year had “defense” sales volume of $16,400,000 
representing 96.9 percent of its business and furnished the balance of its produc- 
tion valued at $531,700 to another General Motors division, sustained an operating 
loss of approximately $600,000. 

Also, in connection with the foregoing inquiry and the questioning by Senator 
Kefauver on the previous day at volume 3, pages 997 and 998 of the transcript 
regarding losses on truck operations, in 1 year a division in the business of 
producing and selling trucks, among other products, recorded a loss for the 
year amounting to 1.8 percent of sales. However, this loss resulted directly 
from a substantial writeoff near the end of the year of obsolete material and 
equipment which had accumulated during the war and postwar periods when 
substitute materials were in substantial use. Exclusive of this accounting 
writeoff, the division operated at a small profit and if the writeoff had been taken 
either in the previous year or in the subsequent year, a profit would have been 
reflected for each of such 3 years. Furthermore, combining all of the truck 
operations for that year of the two divisions which produce and sell trucks, 
these truck operations produced a substantial profit for the year. 

It may be noted in connection with the foregoing, that for the aggregate period 
of 12 years, 1946 through 1957, every General Motors division operated at a 
profit. 

Reference: Discussion between Senator Kefauver, Committee Counsel Dixon, and Mr. 
Curtice before the Subcommittee on Antitrust and Monopoly of the Committee on the 


Judiciary regarding losses by General Motors divisions in the postwar period. (Hear- 
ings, pp. 2599-2600.) 
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GENERAL Motors Corp.—GM Derarers SELLING Cars MADE BY MANUFACTURERS 
OTHER THAN GENERAL MOToRS 


The number of General Motors dealers in the United States selling cars and 
trucks manufactured by domestic and foreign competitors of General Motors 
may not be fully reflected in our records, since we do not maintain records which 
necessarily reflect such data. It is known, however, that of these 18,000 General 
Motors dealers, at least 1,500 also sell one or more lines of cars and trucks made 
by competitors of General Motors. 

A related factor, although it involves matters about which we are normally 
uninformed, is that certain General Motors dealers own or have investments in 
dealerships which do not sell General Motors lines but are franchised dealers 
selling passenger cars and trucks produced or distributed by the competitors of 
General Motors, both domestic and foreign. 

The attached listing reflects the lines, other than General Motors vehicles, 
known to be sold by dealers having selling agreements with General Motors. 
This listing may, of course, be incomplete since it may be that these General 
Motors dealers are selling other competing lines. 

Reference: Mr. Dixon’s request to furnish the Subcommittee on Antitrust and Monopoly 


of the Committee on the Judiciary and number of General Motors dealers selling cars or 
trucks not made by General Motors. (Hearings, p. 2600.) 


GENERAL Motors Corp.—GM DEALERS SELLING CARS MADE BY MANUFACTURERS 
OTHER THAN GENERAL Motors 


LINES OTHER THAN THE GENERAL MOTORS LINE SOLD BY GENERAL MOTORS DEALERS 
Domestic produced 


Passanger cars: Trucks: 
Chrysler Corbitt 
DeSoto Diamond-T 
Dodge Divco 
Edsel Federal 
Ford Four Wheel Drive 
Lincoln International 
Mercury Mack 
Packard Reo 
Rambler White 
Studebaker Willys 


Foreign import 
Passenger cars: 


Alfa Romeo Metropolitan 
Austin MG 
Bentley Morris 
Borgward Panhard 
Citroen Porsche 
DKW Renault 
English Ford Rolls Royce 
Facel-Vega Rover 

Fiat Saab 

Ghia (Karmann) Simca 
Goliath Skoda 
Hillman Sunbeam 
Isetta Triumph 
Jaguar Volkswagen 
Lloyd Volvo 


Mercedes-Benz 


Trucks : Tempo Matador, Unimog 
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GENERAL Motors Corp. PusLic-RELATIONS ACTIVITIES 


This memorandum covers your request for information about General Motors’ 
public-relations activity. In some companies such an activity is limited pri- 
marily to press contacts and general publicity. However, in General Motors 
the activity is fairly broad. It is comprised of sections which handle (1) 
activities recognized as being in the public-relations field such as plant city and 
field relations, press contacts, and general publicity, as well as (2) activities not 
necessarily identified with public relations such as educational relations, share- 
holder relations, traveling science shows, library and research activities, and 
institutional advertising and materials. 

In addition there are limited divisional public-relations activities which are 
concerned with product publicity and community relations. In some of the 
smaller divisions these activities are handled by the sales promotion or person- 
nel staffs. In others, the director of personnel also serves as the director of 
public relations. Larger divisions have a full-time director of public relations, 
and in some there are one or a few additional men assigned to this activity. 
Since these functions appear to be beyond the area of the committee’s interest, 
they are hereafter excluded from consideration. 

General Motors public-relations activities (as distinguished from any divi- 
sional public-relations activities), embrace three major functions. They are: 

1. Keeping management informed of the overall standing of the company with 
the public as well as of the public’s reaction to specific policies or actions. 

2. Calling the attention of management to the public-relations aspects of 
proposed policy decisions and administrative moves. 

3. Preparing and putting into effect programs and activities designed to keep 
the public informed. 

The educational relations section (15 members) has the job of making General 
Motors information available to educators and students, both college and high 
school, on an organized basis. Twc members of this section operate a speakers’ 
bureau, which retains a small group of professional speakers who are made 
available to chambers of commerce, service clubs, and similar groups. 

The shareholder relations section, with a staff of 8, handles the writing and 
distribution of the General Motors annual report and quarterly reports to the 
corporation’s 720,000 shareholders and to other interested persons. 

The plant city and field relations section, with a staff of 45 men, assisted by 
37 women in secretarial and clerical assignments, has several functions. The 
12 regional public-relations managers, located in or near 71 cities where our 
126 plants are situated, report to this section. Regional managers handle press 
contacts and other public relations matters for the corporation in their regions 
and also work in cooperation with local divisional public-relations people. They 
keep the central office informed of significant public-relations developments in 
their respective areas and in turn keep local General Motors people informed of 
corporation developments and plans in the area of public relations. 

Another function of the regional manager is to serve as secretary of the 
plant city committees in his region. These committees, of which there are 45 
in the United States, consist of top executive of local divisions and plants, and 
their purpose is to provide through regularly scheduled meetings a means of 
coordinating the local community relations activities of the corporation. Clear- 
ing contributions to local charities and other causes is also an important phase 
of the regional managers’ work. 

The General Motors traveling science shows or previews of progress are also 
an activity of the field-relations section. Currently we have 8 units on the 
road, each consisting of 2 young men plus portable equipment. The shows are 
aimed primarily at audiences of high-school age, the objective being to interest 
young people in scientific and engineering careers. 

Because of its extensive contacts which permit quick enlistment of help from 
General Motors in the field, the field relations section frequently manages special 
promotions—Motoramas, auto shows, Future Farmer activities, etc. 

The public-relations staff maintains library and research services in Detroit, 
New York, and Washington. A staff of 12 men and 18 women handle these 
library and research activities. 

The general publicity section is primarily concerned with dissemination of 
news about General Motors and its products. This involves communication 
and contact with reporters, editors, and commentators as well as the issuance 
of news releases. In many cases the idea for a story originates with the news- 
paper or magazine and the public-relations function is merely one of arranging 
interviews and gathering material. This section has a staff of 12 men aided 
by 12 women who perform stenographic, clerical, and related office work. 
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The institutional advertising and materials section handles all advertising 
(newspaper, magazine, radio, and TV) that contains a broad corporation theme 
or that promotes the products of a number of divisions. 

(It is our understanding that advertising falls outside of the scope of inter- 
est of the subcommittee. It is mentioned here only to bring the entire General 
Motors’ public-relations activity into proper perspective. ) 

The institutional advertising and materials section is responsible for the pro- 
duction and distribution of educational and other films to be shown in schools, 
clubs, ete. Its film library has a total of 7,800 reels in circulation which were 
exhibited to about 16 million persons last year. 

Another activity of the section is the writing, design, production and distribu- 
tion of educational booklets. Last year we filled requests for almost 9 million 
pieces of such literature from our booklet library. The institutional advertis- 
ing and materials section employs a staff of 23 men who are assisted by 19 
women serving in secretarial, stenographic, clerical, and related assignments. 

Summarizing, and excluding the divisional activities mentioned at the outset, 
in 1957 public-relations personnel totaled 114 women (secretaries, stenograph- 
ers, librarians, and clerks) and 112 men. Of the latter, 32 were in business 
management, production and clerical positions; 16 were previews of progress 
lecturers; 25 were assigned to regional offices, while 39 handle the other activi- 
ties detailed above. 

Also excluding the divisional activities mentioned at the outset, expenditures 
in 1957 for all these educational, information, public service and promotional 
activities or all public-relations functions, exclusive of advertising, amounted 
to $4,979,000 or 4.5 one-hundredths of 1 percent of sales. Of this amount, sala- 
ries accounted for 37 percent and office rent for another 5% percent. It is 
estimated that expenditures for press relations and general press activities 


amounted to approximately $394,000 or 8 percent of the total 1957 public-rela- 
tions expenditures. 


Reference: Request of Senator Kefauver of the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary for information regarding General Motor’s public 
relations activities. (Hearings, p. 2604.) 


GENERAL Motors Corp. MATERIAL Cost INCREASE, 1957 VERSUS 1958 MopELSs 


The estimates made by the committee’s staff of the possible material cost 
changes between a 1957 and 1958 model typical passenger car indicated that 
unit material costs of the 1958 model could be expected to decrease by $2.65 
per unit. This compares with the General Motors presentation which set forth 
the fact that material and freight costs of the 1958 composite car increased $35 
over 1957. A review of the data indicates that the major portion of the vari- 
ance between the two figures is due to the selection of the periods which the 
staff used in making their cost calculations. The remainder of the variance 
reflects deficiencies and errors in the staff’s estimates. Comments with respect 
to the variance in the two developments are set forth below: 

1. The committee’s staff compared average material prices for the calendar 
year 1957 with estimates for the first quarter of 1958 based on the recent quo- 
tations available (ranging from November 1957 through January 1958). In 
contrast, General Motors cars are produced on a model year basis, and the cost 
studies for each model are based on known costs in effect of the time of the 
cost studies. These studies are made 2 or 3 months in advance of new model 
production. The cost studies for the 1957 and 1958 models were made in August 
1956 and 1957, respectively. Although costs may increase subsequent to the 
establishment of the new model prices, it has been our general practice to main- 
tain the original price structure until the next new model announcement. 

The effect of this difference in the choice of dates on the computation of the 
costs of materials is particularly significant in the case of steel. Based on the 
staff using their own price tables on steel products (source: American Metal 
Market) and their own weight estimates, steel costs of the 1958 model would 
have been increased by $24.58 if the correct August 1956 and August 1957 dates 
had been used as follows: 


August 1956, $0.0620 per pound times 3,873 pounds equals____-__------ $240. 13 
August 1957, $0.0677 per pound times 3,910 pounds equals__._--_-.-~-- 264. 71 


Increase in cost of steel 











3918 ADMINISTERED PRICES 


This calculated increase of $24.58 per unit in the cost of steel is $22.19 more 
than the staff calculation of $2.39 per unit to cover an estimated increased steel 
usage of 37 pounds in the 1958 typical car. In their original calculation, the 
staff made no provision for a steel price increase and used $0.0655 per pound— 
the average for the year 1957—for calculating the steel content cost of both 
the 1957 and 1958 models. The use of the price of $0.0655 per pound for the 
steet content in the 1958 typical car was an admitted error which was later 
corrected by the staff (transcript p. 1363) to $0.0677 per pound—the December 
1957 average. As a result the staff calculated increase was understated by 
$8.60. The remaining variance of $13.59 per unit (original variance of $22.19 
per unit less the $8.60 error admitted by the staff) is accounted for by the staff 
use of the 1957 calendar year average of $0.0655 per pound for the steel content 
in the 1957 typical car instead of the August 1956 average of $0.0620 per pound. 

2. The staff used the same dates (average prices for 1957 versus estimated 
prices for first quarter 1958) in their determination of the effect on 1958 model 
material costs of the decreases in the prices of copper, lead, and zine. If prices 
in effect for these metals during August of 1956 and 1957 had been used by the 
staff, a decrease of $7.88 per unit for the cost of copper, lead, and zine would 
be shown instead of $3.95, or an additional decrease of $3.93 per unit. 

3. The staff has used essentially a price index of raw materials instead of a 
cost index. The only variation reflected by the staff in the usages of materials 
covers the minor increase of 37 pounds in the weight of steel. The effect of 
maintaining a constant usage of materials (which was based on a 1942 car) 
was twofold. The mix and weight of the materials in the staff’s typical car is 
substantially at variance with the composite General Motors car. Further, the 
increase in material usage from year to year of such items as aluminum, cop- 
per, lead, zine and stainless steel—which was not included by the staff—has 
importantly increased the material cost of a car. These variances represent 
additional increases of $5.57 not recognized in the staff report but included in 
the General Motors analysis of cost increases of the 1958 model composite car. 

4. The staff tabulation of material cost increase concerned itself only with the 
raw material content of the car and not with the form in which it was actu- 
ally purchased. The General Motors analysis includes not only the change in 
raw material prices and content, but also the additional supplier prices cov- 
ering the fabrication of purchased parts. Most of the parts purchased by Gen- 
eral Motors from outside vendors must be converted by the vendor from a raw 
or semifinished state. This conversion requires a substantial amount of labor, 
and the rise in labor rates which has taken place since the 1957 models were 
announced, together with the increased material costs, has resulted in a general 
increase in the prices of vendor supplied parts. These increased supplier prices 
added $7.99 per unit to the cost of the 1958 models. This type of cost increase 
was recognized by the staff in the text covering the staff presentation but was 
ignored in the tabulation showing the developed cost increases. 

5. The General Motors cost increase analysis also included $2.76 per unit to 
cover the increase in freight rates which occurred between the introduction of 
the 1957 model and the 1958 model. 

6. The staff development and General Motors analysis of additional material 
cost increases included minor amounts for materials such as paint, fabrics, etc. 
The costs for these items in the General Motors analysis exceeded the staff 
estimate by $3.07 per unit. 

7. The staff stated in their memorandum of January 25, 1958, that “automo- 
bile companies undoubtedly pay for most materials somewhat lower prices than 
the market quotations reported by the Bureau of Labor Statistics or published in 
the commercial press.” This statement is not correct. For example, in the 
case of steel, General Motors pays each producer’s published price for the steel 
it purchases in any given geographical location the same as does any other 
consumer. Steel purchased by automotive companies differs from the type of 
steel for which prices are quoted in published price composites. The price ac- 
tually paid depends on the exact grade and specification, and provides for many 
extras which are not included in the published quotations. For this reason, 
the average price per ton of steel purchased by General Motors is higher than 
published prices found in trade journals. 

8. The staff also stated in their memorandum of January 25, 1958, that “thus, 
the glass estimate makes allowance for the shift from flat to curved glass in 
windshields and rear glass panels.” Actually, the staff used a fixed amount of 
$50 per unit in each of the years 1953 through 1958. During the period the 
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material usage of glass per unit increased by about 20 percent, and there were 
further additional increases in the cost of glass due to the use of curved glass 
in place of flat glass together with the rise in labor rates and material costs 
that prevailed in the glass industry. 


GENERAL SUMMARY 


If the staff had correctly used the data on steel and nonferrous metals avail- 
able to it, their development of the material cost increase in the 1958 model over 
the 1957 model would have shown an increase of $15.61 per unit. The remain- 
ing difference of $19.89 per unit between this estimate and the General Motors 
material cost increase of $35 per unit is principally accounted for by cost fac- 
tors which were recognized by the staff but which they were unable to correctly 
measure. The foregoing staff errors and omissions are detailed below: 





Detailed in | Increase or 
paragraph | (decrease) in 
No. 1958 over 1957 
material costs 


Original steff estimate, all material costs... ...04- 5522-652 e ees see] oi nen kdnuke ($2. 65) 
Correction of steel prices used by staff... .. ... 5 ones ne ne ens nce one 1 22.19 
Correction of copper, lead, and zine prices used by staff_..._.....-......_._- 2 (3. 93) 
Staff estimate, adjusted for above corrections. .__.................----- atepindcokigh 15. 61 
Increased costs included in the General Motors analysis, not reflected in the 
staff tabulations: 
Additional price and weight variance, steel and nonferrous metals, 1958 
model. - icieetecacslinwininn a I al ad 3 5. 57 
Additional supplier price increases, fabricating charges._..._.........___- 4 7.99 
Increased costs, higher freight rates__....................-..-2-.2--..---- 5 2. 76 
Increased costs, paint, trim materials, ete........._..........-....--..-.- 6 3. 07 
Total costs included in General Motors analysis but not reflected in 
RE eV SS BG BC CEE TO a a Ee ee 19. 39 
Total increase in material costs, 1958 model over 1957 model__......___- ee 35. 00 


Reference: Mr. Blair’s memorandum presented before the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary regarding cost of materials used in a ‘‘typical passenger car.” 
(Hearings, p. 260€). 


(A staff memorandum replying to this General Motors’ statement will be found 
on p. 4084.) 


GENERAL Motors Corp. STATEMENT REGARDING PATENTS AND LICENSES 


Since there are very few, if any, really “basic patents,” Chairman Kefauver’s 
request that we furnish the basic patents “that other companies use by virtue 
of a license” is construed as meaning a listing of the more important outstanding 
United States patents owned or controlled by General Motors under which 
licenses have been granted. Accordingly, the more important General Motors’ 
patents under which licenses have been granted to other companies, together 
with the names of the licensees, are shown in the attached listing. Such licenses 
sometimes include, in addition to the more important patents which are in- 
dicated by underlining, other less important patents, and in such cases the latter 
are also included in the list. Where there are licensees under corresponding 
foreign patents, they have also been listed. 

The terms of General Motors’ patent licenses are a matter of negotiation in 
each instance. They, therefore, differ considerably in form depending upon the 
subject matter, the requirements of the licensee and the circumstances. The 
accompanying form, however, is the basic form we have been using most com- 
monly for several years and comes closer to being “‘typical”’ than any other which 
could be selected. 

It will be noted that the attached license agreement form provides that the 
license extends for the life of the patent unless it is terminated earlier. }t will 
be seen, by reference to article IX, that the licensee may terminate the agree- 
ment at any time on ninety days’ notice but that General Motors may terminate 
only for default of the licensee. This is typical of licenses granted by General 
Motors and will serve to amplify Mr. Curtice’s answers to the second question 
and the penultimate question on page 1336 of the record. 
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As the accompanying list shows, two companies have been granted licenses 
under our automatic choke patent. The statement of Mr. Curtice that he knew 
of no license between General Motors and any other concern under this patent 
(transcript, p. 1337) was made in the context of discussion relating to General 
Motors’ leadership in the automotive industry, and referred only to competing 
manufacturers of motor vehicles. Similarly, with respect to Mr. Curtice’s 
statement that he did not think that any other companies use this patent 
(transcript, p. 1335), the fact is that competing motor vehicle manufacturers 
do not manufacture carburetors under this patent, although all major American 
passenger-car manufacturers use, on at least some of their models, automatic 
chokes which are covered by our patent and produced by our licensees. 

Although the record relates the fact that the so-called patent pool or cross- 
licensing arrangement between certain motor vehicle manufacturers has termi- 
nated, there is no explanation as to the nature of this former arrangement. In 
order to obviate the possibility of any misunderstandings or misconceptions in 
this connection, the basic facts should be understood. 

Contrary to apparently widespread belief, a number of leading motorcar 
manufacturers never participated in this cross-licensing arrangement which 
terminated on January 1, 1957. Among others, Ford never participated, and 
Hudson and Packard did not participate until they respectively merged with 
American Motors and Studebaker-Packard. 

The Automobile Manufacturers Association cross-licensing arrangement en- 
tered into on January 1, 1915, included patents relating to the passenger-car field 
only. It did not, in other words, cover patents pertaining to trucks and buses. 
This initial agreement was for a term of 10 years and included patents that 
would issue up to January 1, 1925. It was extended from time to time to in- 
clude patents issued subsequent to that date. The last extension, however, 
included only patents relating to the passenger-car field which issued prior to 
January 1, 1940. 

In other words, when this cross-licensing arrangement terminated on Janu- 
ary 1, 1957, all the patents licensed thereunder had expired. 


Reference: Senator Kefauver’s request for the “basic patents’ owned or controlled by 
General Motors that other companies use by virtue of a license and a copy of a typical 
license. (Hearings, p. 2616.) 


List of the more important General Motors United States patents under which 
licenses have been granted to other companies 
[An asterisk before the name of a licensee indicates that it is licensed only under the patents so marked in 


that group. A letter before the name «fa licensee indicates that it is licensed only under foreign patents 
corresponding to the patents so marked] 








Patent No. Inventor Subject matter Licensees 
2,705,484_ _- Jorgensen _ - ba _.| Automatic choke Bendix Aviation Co., Carter 
Carburetor Co. 
® 2,270,536.....| Lenning--.--- 
2,285,760. Thompson. 
® 2,357,295 ee Automatic transmission Ford Motor Co., Borg-Warner 
® 2,362,418. __- ee Na Corp., Studebeker-Packard 
® 2,380,680. ....).-.--. oe ‘sane Corp., *® Rolls-Royce, Ltd. 
® 2,430,258 il ss (England). 
* 2,569,097 Grange and Hannick tei bes See, : ; 
2,744,495. _- Boegehold___- Coating with aluminum * Bethlehem Steel Co., Arthur 
Tickle Engineering Works, 
Inc., Thompson Products, 
Inc., Curtiss-Wright Corp. 
2,720,459. _- Holzwarth_. ; Wear-resistant zinc base | American Smelting & Refining 
alloy. Co., National Lead Co. 
2,293,371_..._.| Wan Degrift _- Balancing machines General Flectric Co., Westing- 
house Electric Corp. 
2,370,225.....| Boegehold__....___-- ‘ Malleable iron composi- | Crane Co, 
| tion. 
2,688,536 Callaway and Webbere- | High temperature creep | Cannon-Muskegon Corp., 
| resistant alloy. | Ferro Cast Corp., Union 


Carbide Corp. 
Carburetor thermostatic | Carter Carburetor Co. 
throttle stop. 


| 
2,325,918.....| Perrine... 


| ° } 

2582 548.) don z222227~2727|}Resonator silencers......-.| org Motor Co., Burgess 
Manning Co., Maxim Si- 
| | lencer Co., Oldberg Manu- 
| facturing Co, 


i 
_ 
| 
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Patent No. Inventor Subject matter Licensees 





® 2,712,736_....| Wurtz and Grenell_..__-...| Roll bonded evaporator._._| Olin Mathieson Chemical 

Corp., Reynolds Metals Co., 
«® Imperial Chemical Indus- 
| tries, Ltd. (England) ,* Crane 
| Copper & Aluminum Pty. 
(Australia). 





a b 2,426,580____- ty ee ere Signal seeking tuners for | *Belmont Radio Ooh ® Auto- 

a b 2,493,741____- tA nc cian news docu radio receiving sets. |} vox 8. p. A. (Italy), * Dr. 

SOD S40018.. 2)... Me lib alc Guiseppe Gallo (italy), 

= * 2,550,430____- Schwarz and ‘Guyton... pias b Masteradio Ltd. (England). 

a * 2,652,486. _..- a caueac | ® Max Egon Becker (Ger- 

® * 2.653,225____- Se dl do 7 many), * Blaupunkt-Werke 

® 2,775,805.._..| Kearney and Schwarz.- | (Germany), *®Wandel & 
a © 2,800,587. _..-| Wright and Kearney-- | Golterman (Germany). 

2'312'430_.___| Gierwiatowski_-___-_-_- ee: | 

2. 703,007. __- | Brems._._- ae Ths roughness gage__ Clevite Corp., Ford Motor Co. 

2) 232,860__... McDougal, Fessler, and |) Ceramic products such as | Champion Spark Plug Co., 

Bartlett. spark plug insulators | Coors Porcelain Co. (patent 

2,272,338__...| Fessler and Schwartz- and method of making. | 2,446,872 not included in this 

walder. license), Stupakoff Ceramic 

2,272,346. .... | MeDougal, Fessler, and & Manufacturing Co. (divi- 


| 
Schwartzwalder. sion of Carborundum Co.) 
| 








® 2,272,618___.- Fessler and Schwartz- (patent 2,232,860 not in- 

| walder. | eluded in_ this license), 

2,308,115.._..._| Sehwartzwalder and Fess- *Radio Corporation of 
| ler, America. 

2,332,014_____| Schwartzwalde: 

2,336,182_..._.| MeDougal and Schw: urtz- | 
| walder 

2,419,290__.._| Schaefer_.......--- ites 

2,446,872_ oe 

LICENSE AGREEMENT 
This agreement, effective as of the___---- Gayot seks sesh , 195_-, 


made at Detroit, Michigan, between General Motors Corporation, a corporation 
of the State of Delaware, having a place of business at 3044 West Grand Boule- 
vard, Detroit 2, Michigan, hereinafter referred to as “GM,”, and__-_---------~_ 


a corporation of the State. of... cudailicic , having a place of business at 
Jipieese es , hereinafter referred to as 


Whereas GM is the owner of Patent No.._.------____- a a a 
on an invention made by--.--.-..--..-._- ag UI I ae catia 4 said 
patent and any reissues which may issue thereon being hereinafter referred to 
as the “Licensed Patents”; and 

TO ashlee is desirous of obtaining certain rights under said 
Licensed Patents ; 

Now, therefore in consideration of the promises hereinafter recited, the parties 
hereto agree as follows: 

Article I. Definition—The term “subsidiaries” wherever used in this agree- 
ment shall be construed to include any company, present or future, in the United 
States of America or in any other country, of whose voting stock GM at any time 
owns more than half, and shall also include any company, present or future in 
the United States of America or in any other country, of whose voting stock a 
subsidiary as so defined owns more than half. 

Article II. The grant.—GM hereby grants to__.____.-_--_---- a nonexclusive 
license under said Licensed Patents to make in the United States and to use 
and sell throughout the world devices disclosed and claimed in the Licensed 
-atents. 

Article IIT. Term of License-—The license granted by Article II hereof shall 
extend for the period during which any of the Licensed Patents is in force unless 
earlier terminated as hereinafter provided. 

Article IV. Royalty.—........-......- shall pay GM a royalty of___-_- per- 


cent (_-%) of the net selling price of all devises and parts thereof made and 
sold by it under this license. 


i 
| 


i 
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shall pay GM a minimum annual royalty of 

Dollars ($ ) for each calendar year during the life of this agreement begin- 
ning with the calendar year 195—. Royalties paid by ; 
quired by the first sentence of this Article IV for devices and parts thereof made 
and sold during any calendar year shall be credited against the minimum annual 
royalty for such calendar year. 

agrees to keep accurate records in suf- 
ficient detail to enable the royalties payable by hereunder to be 
determined, and agrees to permit said records to be examined from time to time 
during the life of this agreement, and for one year after the expiration or ter- 
mination thereof, by authorized representatives of GM during usual business 
prea to the extent necessary to verify the reports and payments required here- 
under. 

Article VI. Reports and Payments.— agrees to furnish writ- 
ten reports to GM at its office at 3044 West Grand Boulevard, Detroit 2, Mich- 
igan, within thirty (30) days after the first of January, April, July and October 
of each year during the life of this agreement setting forth the number and 
net selling price of devices and parts thereof made and sold hereunder during 
the preceding quarter and the royalties due thereon. Each report shall be 
accompanied with a remittance as provided in Article IV hereof covering the 
royalties then due. 

The minimum royalty payment for any calendar year shall be due and pay- 
able within thirty (30) days after the first of January of the following year. 
Should this agreement be terminated during any calendar year, ~~... shall 
pay to GM as minimum royalty for that year a sum which bears the same ratio 

Dollars ($..) as the portion of the year during which the agree- 
ment was in force bears to the calendar year. 

Article VII. The Return Grant.— hereby grants to GM and 
its subsidiaries and the successors in business thereof, a nonexclusive, irrevo- 
cable, royalty-free license under any and all patents granted in the United States 
and in other countries covering improvements on the inventions disclosed in 
Said Licensed Patents which may Own, control or have the 
right to grant licenses under at any time during the life of this agreement, 
authorizing GM and its subsidiaries to make, to have made, to use and to sell 
devices and parts thereof embodying any such improvements anywhere in the 
world. shall give GM full information as to each such 
improvement promptly after acquisition of it. 

Article VIII. Marking.— agrees to affix to each device manu- 
factured under this license a notice in statutory form of the number of the 
Licensed Patents. 

Article IX. Termination.— may terminate this agreement at 
any time on ninety (90) days’ notice in writing to GM. 

GM may terminate this agreement on ninety (90) days’ notice in writing to 

for failure of to fulfil any of its obligations 
hereunder ; provided, however, if during the period of such notice 
shall have remedied such failure, this agreement shall continue in full force 
and effect as it would have done had such notice not been given. 

This agreement shall terminate automatically in the event of the insolvency 
or bankruptcy of , or upon the appointment of a receiver for 

or its reorganization for the benefit of creditors. 

Article X. Rights after Termination.—The termination of this agreement 
shall not relieve from its obligation to pay GM all royalties 
that shall have accrued up to the effective date of termination. Whether or not 
this license agreement is terminated the license granted to GM and its sub- 
sidiaries by under Article VII hereof shall run until the 
expiration of all patents granted on said improvements. 

Article XI. Assignability—This agreement may be assigned without restric- 
tion by GM, but shall be assignable by only to a successor to 
its entire business. 
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Executed by General Motors Corporation at Detroit, Michigan, U. S. A., on 
95 


GENERAL Motors CoRPoRATION, 


[SEAL] Bs we fg dsm apiece mints 
Vice President. 
Attest : 
wate Assistant Seoretary. 
RUIN ON ne eae WH ieee lente , U. S. A., on 
DRL faunlde ~~. 
Attest: 
Be” © Soa 2 
(Title) 
'ihraslt go bore Secretary. 


(Title) 


General Motors Corp., increase in employment in the United States, 
1958 over 1948 


Year: 

Employment 
aa a 340, 000 
al cian nlc ee ee tae he ee es ee 475, 000 
CCIE TURD ee 135, 000 

Accounted for by— 
SUNCT IE 21h: CRU OTNVE CI II ner ac acre eset non sersonscsste mntoseants eo eomaancns 115, 000 
Increase in nonautomotive Givislons......ncn—<emnae-sweneneceesae 20, 000 
eect Racenaae a eecealdantecks andere eg a aca ta eis aie ee woe nae de cee haa eae 135, 000 


Reference: Mr. H. H. Curtice statement (p. 14) to the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary, January 30, 1958. (Hearings, p. 2617.) 


GENERAL Motors Corp. COMMENTS ON TESTIMONY RE Two Price Lists CoNnTAIN- 
ING DIFFERENT SUGGESTED MAxiIMuM RETAIL DELIVERED PRICES FOR PONTIAC 
CARS IN THE NEW ENGLAND AREA 


At the hearing on February 19, 1958, at which representatives of the National 
Automobile Dealers Association testified, the committee counsel presented 2 
pricelists, 1 pink and 1 white, setting forth suggested retail prices of Pontiac 
automobiles in the New England area. He stated that the white list reflected 
a suggested retail price for a Chieftain series, 122-inch wheelbase, 252 horse- 
power, 2-door sedan, of $2,728. He then stated that the other pricelist, pre- 
sumably the pink list, set forth a suggested maximum delivery price of $2,502 
for the same automobile. The difference in the two prices was referred to as 
a pack. Committee counsel then stated that General Motors furnished that 
pack to the dealer. 

In response to questioning, the dealers stated they were not familiar with 
the practice and inquired if the pricelist might have been furnished by the 
dealer association. Committee counsel stated that the pricelist was furnished 
by the zone office to the dealer. Then Mr. Abbott asked if the pricelist was a 
General Motors’ form or a local form as would be shown at the bottom. One 
of the Senators replied that the white sheet is marked clearly “A General 
Motors masterpiece—suggested retail prices New England area,” and stated 
that he would say that it was a General Motors memorandum. Finally, Mr. 
Abbott stated that he still believed that the pricelist was not a Pontiac form, 
that it was a dealer’s form, that he did not believe it was a factory form, and, 


finally, that he had a lot of forms that say “Pontiac” on them that he prints 
himself. 
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Committee counsel then read into the record a letter dated December 14, 
1957, received from an unidentified Pontiac dealer in the New England area. 
Following the reading of the letter, committee counsel stated: “I pointed out 
that this dealer has said that this pack so far as he is concerned came from 
his supplier, General Motors, and this is what started the whole spiral.” 
Reference to the letter read into the record warrants no such conclusion. 

The pertinent paragraphs of the letter read as follows: 

“Mr. Curtice’s explanation of the pack in new car prices has been fully 
covered in my studies sent to your office. 

“In my opinion the establishment of the pack policy by Ford Motor Co. and 
then carried out by General Motors Corp. opens up the floodgates as well as 
the beginning of inflation with all industries, and with it the increase of wages 
took place throughout the country.” 

In the foregoing, the dealer is referring to the fact that Mr. Curtice in a 
statement issued on March 2, 1956, to all dealers said: 

“Another deplorable practice commonly known as price packing is in general 
use throughout the industry. I have always been opposed to price packing. As 
far back as 1939 when I was with Buick, I undertook an aggressive educational 
campaign to stamp out price packing as indulged in at that time. 

“I am glad to say that the resurgence of this practice in recent years was 
not initiated by General Motors dealers. On the contrary, when, in the middle 
of 1953, it developed on a widespread basis, accompanied by ‘blitz’ selling, many 
of our dealers came to us seeking counsel and advice. They expressed great con- 
cern over the business lost because their competitors were resorting to this 
practice. In view of their concern, I was compelled with great reluctance to 
condone price packing for our dealers so that they might be fully able to meet 
competition at the local level.” 

The foregoing had nothing to do with issued pricelists and pricelists issued 
by General Motors divisions and zone offices do not include any pack. 

That the dealer did not intend to convey any impression that both prices were 
suggested by Pontiac Motor division is evident from the paragraph of the dealer’s 
letter of January 2, which was finally read into the record by committee counsel 
and which reads as follows: 

“For example, the Chieftain series 2-door sedan factory-suggested maximum 
delivery price of car for $2,502 versus $2,728, the dealer’s asking price is self- 
explanatory.” 

With respect to the forms which were sent to the committee, the pink sheet 
has a form number at the bottom of the page which would identify it as a Pontiac 
form as suggested by Mr. Abbott. The white sheet is an entirely different 
type of form and is not a product of General Motors or Pontiac. The statement 
“A General Motors Masterpiece” is merely a reference to the new Pontiac car just 
as the reference at the top of the document reading “America’s No. 1 Road Car.” 


(Hearings, pp. 3037-3041.) 


LETTER From WALTER P. REUTHER TO CHAIRMAN Estes KEFAUVER WITH REFER- 
ENCE TO CERTAIN QUESTIONS RAISED BY SENATOR EVERETT MCKINLEY DIRKSEN, 
or ILLINOIS IN THE COURSE OF THE HEARINGS ON ADMINISTERED PRICES IN THE 
AUTOMOBILE INDUSTRY. Mr. RevutTHer’s Lerrer Is FoLLowEeD sy COMMENT 

From SENATOR DIRKSEN 


INTERNATIONAL UNION, UNITED AUTOMOBILE, AIRCRAFT & 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA-—UAW, 
Detroit, Mich., February 11, 1958. 
Senator Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 

DearR SENATOR KeEFavuver: At the hearing on administered prices in the auto- 
mobile industry held on January 29, 1958, Senator Dirksen attempted to cast 
doubt on my credibility as a witness by questioning the validity of a figure I had 
used in testimony before the House Committee on Agriculture on February 25, 
1955. 
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In my presentation to that committee I said, in part: 

“In his desperate effort to win support in the cities for his program to reduce 
farm price supports, Secretary of Agriculture Benson has led in misrepresenting 
the effects of the price-support program upon the consumer. It is commendable 
that the actual facts to the contrary in this regard were set forth by the ma- 
jority of this committee in the report which the then chairman of this com- 
mittee, Representative Hope, submitted to Congress last year. The CIO is 
happy to join in endorsing these findings. We know that even in 1947, the best 
postwar year for agriculture, 70 percent of all farm families earned less than 
$3,000. We also know that most of the price we pay for food does not go to 
the farmer and that the effect of price supports on the prices we pay is very 
small. Even if dairymen got their feed grains free, it would mean only about 
1 cent a quart savings on milk. The effect of the difference between the 75- 
and 90-percent price support levels for corn and wheat on the price of milk 
has to be measured in fractions of a mill, which means that no savings what- 
ever will be passed on to the consumer.” 

Senator Dirksen challenged the validity of the point made in the sentence 
underlined in the above quotation. Since nearly 3 years had elapsed from the 
time of my testimony before the House committee, I was not prepared im- 
mediately to answer him. I therefore promised that I would look into the 
matter and supply a comment on it for the record of your subcommittee’s 
hearings. This letter is submitted for that purpose. 

On checking, I find that the statement that I made on February 25, 1955 
before the House Committee on Agriculture is entirely accurate. 

You will recall that Senator Dirksen introduced this matter with the follow- 
ing preamble: 

“Now Mr. Reuther, I certainly do not want to be offensive but frankly, as I 
listened to you, I developed a real doubt about many of these figures that 
have been used in your prepared statement, and I hope you will forbear with 
me if I express that doubt publicly; that is the nature of the legal breed, you 
know, to sometimes impeach the credibility of a witness, but it is in the interest 
of the validity of the record.” 

A minute or two later he said: 

“* * * T am just wondering about these figures that you have thrown at 
this committee and whether they will stand up in the light of day for, frankly, 
there hasn’t been opportunity to examine 110 pages of your statement and find 
out what the basis is for all these figures; but I just bring it up to show you 
what my own doubts are about all the figures that you have rather fluently 
presented to the committee since yesterday morning.” 

In the context, the inescapable implication of these remarks was that I had 
deliberately distorted the facts in my presentation to the House committee and 
that, therefore, the data presented to your subcommittee should be regarded 
with suspicion. 

I fully recognize that Senator Dirksen, like myself, must rely largely upon 
others for the statistical data he uses. His sources, like mine, are subject to 
human fallibility. Neither of us has either the time or the technical competence 
to verify personally every figure we cite. 

But surely, a special obligation to go to unusual lengths to verify arises when 
a set of figures is to be used to bring into question a witness’ good faith and 
veracity. As a member of the United States Senate, Senator Dirksen was in a 
position to obtain the full cooperation of competent government technicians to 
check his misinformation before using it to make an unwarranted attack upon 
the UAW. 

Senator Dirksen proposed, in effect, that accuracy of figures cited be the test 
of credibility. Using his test, it is clearly apparent that it is his figures, not 
those presented by me, which are in error. 

Specifically, he said: 

“The Department of Agriculture reported, in a report dated January 31, 1945 
[sic, apparently 1955 was intended], issue of Marketing and Transportation 
Situation, stated that the average retail price of a quart of milk in 1954 was 
22.4 cents. Of this price the farmer received 46 percent or 10.8 cents, as com- 
pared with 11.1 in 1953; a drop of 7 cents [sic].” 

“Out of his share, quoting the figures in the ‘Farm Cost Situation’, the farmer 
paid approximately 5 cents for feed used to produce a quart of milk, 45 per- 
cent of which was feed grain and the balance was hay. 
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“Now, if that is correct and that is from the Department of Agriculture, then 
your statement to the Committee was only 125 percent wrong * * *” 

The member of the UAW staff who worked with me on the preparation of 
my testimony before the House Committee on Agriculture is now deceased. It 
therefore was necessary for us to retrace the entire process of calculation of 
the figure in question. 

We started with the two publications mentioned by Senator Dirksen, taking 
the latest issues available prior to my testimony before the House Committee on 
Agriculture—namely, the Farm Cost Situation for October 1954 and the Market- 
ing and Transportation Situation marked for release on January 31, 1955. 

At page 15 of the former, we find a table which includes figures on the 
“average value of concentrate ration * * * fed to milk cows in milk-selling 
areas.” As nearly as we can tell, Senator Dirksen apparently interpreted this 
item as consisting wholly of grain. However, a footnote to the same table, 
which describes the item in question in greater detail, shows that this is a mis- 
interpretation. The footnote says that the figure for “concentrate ration” is 
the “Value of the corn, oats, oilmeal, millfeed, commercial mixed feed, etc. 
making up 100 pounds of ‘grain’ ration.” The word “grain,” as indicated, ap- 
pears in quotation marks in the original. 

To determine the actual grain content of “concentrate ration,” members of the 
UAW Washington staff called the Department of Agriculture on February 7 and 
10, 1958. They spoke to a Mr. Potas and a Mr. Heinz. They were informed 
that grains, as such, accounted for only 58.9 percent of the total by weight con- 
sisting of: corn, 31.7 percent; oats, 23.1 percent; barley, 3.3 percent ; and wheat, 
0.8 percent. Making up the remainder are such substances as cotton seed meal, 
cotton seed, linseed meal, soybean meal, gluten feed (0.4 percent), wheat bran 
(2.9 percent), a “miscellaneous” group, and commercial mixed feed. 

Our Washington Office personnel obtained from the same Department of 
Agriculture staff members the September 1954 price per bushel of each of the 
grains involved, and the respective conversion factors used to convert bushels 
into pounds. From these data it was possible to calculate, as shown on the 
attached table, the total value of the grains (plus gluten feed and wheat bran) 
included in “concentrate ration” as of that month. This, as the table shows, ac- 
counts for $1.586 of the total September 1954 cost of $3.35 per hundred pounds 
of “concentrate ration,” or 1.586 cents for every pound of the ration. 

A footnote to a table on page 18 of the same issue of the Farm Cost Situation 
shows that the Department of Agriculture calculates feed costs per hundred 
pounds of milk on the basis of “30 pounds of concentrate ration fed to milk cows 
in milk-selling areas plus the value of 110 pounds of hay.” With the value 
of grain equal to 1.586 cents in every pound of “concentrate ration,” the value 
in 30 pounds would be 47.58 cents. One hundred pounds of milk, according to 
the Michigan Milk Producers Association, is equal to 46.5 quarts, assuming 344 
percent butterfat content. Thus, the cost of grains as such (plus gluten feed 
and wheat bran), involved in the production of a quart of milk works out to 
just about 1 cent per quart at the farm level. 

To give Senator Dirksen the full benefit of all facors that might be in his favor, 
we took account also of the grain included in the “commercial mixed feed” com- 
ponent of “concentrate ration.” According to the information furnished us by 
the Department of Agriculture staff members named above, commercial mixed 
feed accounts for 28.7 percent of “concentrate ration” by weight and is made 
up of essentially the same substances, in essentially the same proportions, as the 
remainder of the ration. 

On this basis, as the attached table shows, the total value of all grain in “con- 
centrate ration” as of September 1954 works out to $2.224 per hundredweight— 
equivalent to 2.224 centsin every pound. Thus, 30 pounds of “concentrate ration” 
would include 66.72 cents worth of grain. The grain cost per quart of milk would 
therefore come to 1.43 cents—again at the farm level. 

However, as is made clear by the context of my statement to the House Com- 
mittee, I was dealing with saving on milk to city consumers who, as is well 
known, have rarely shared fully in savings achieved by milk processors and dis- 
tributors as a result of reductions in prices paid to farmers. 

This is apparent from the January 1955 issue of the Marketing and Trans- 
portation Situation, the other Department of Agriculture publication named by 
Senator Dirksen. Table 3 in this publication shows that a 1.6 cent decline in the 
farm value of a quart of fluid milk from 1952 to 1954 was accompanied by only 
a 0.6 cent decline in the retail price. The January 1958 issue of the same pub- 
lication shows that although the price received by farmers for fluid milk declined 
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by 1 cent from 1952 to 1957, the retail price during the same period actually in- 
creased 1.2 cents. 

Thus, if the dairy farmer were to save 1.43 cents per quart of milk by receiving 
all his feed grains free, the result might well be a saving of less than 1 cent per 
quart to the city consumer. 

I will greatly appreciate it if you would arrange for the printing of this letter 
in the record immediately following the discussion between Senator Dirksen and 
myself on this matter so that the reader may have the facts together with the 
Senator’s unfounded and erroneous interpretation of the figures in question. 

Sincerely yours, 
WALTER P. REUTHER, 
President, International Union, UAW. 


Value of grain in 100 pounds of concentrate ration, September 1954 
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Lines 1-6: Prices, conversion factors, and quantities ard hundred weight concentrate ration furnished a 
by Messrs. Potas and Heinz of the U. 8. Department of Agriculture. 

Line 7: Totals for lines 1-6. 

Line 8: 100 pounds minus the sum of line 7 plus line 11. 

Line 9: Line 7 plus line 8. 

Line 10: Line 7 as percent of line 9. 

Line 11: Sorenihed ter Messrs. Potas and Heinz. 

Line 12: Line 10 percentage fem to line 11, based on statement of Messrs. Potas and Heinz that com- 
mercial mixed feed is composed of essentially the same substances in essentially the same proportions as 
the remainder of concentrate ration. 

Line 13: Line 12 as a percentage of line 7. 
Line 14: Percentage in line 13 applied to value figure in line 7. 
Line 15: Total of line 7 and line 14. 
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COMMENTS BY SENATOR DIRKSEN ON THE FOREGOING LETTER FROM WALTER REUTHER 





Mr. Reuther’s letter is a rather artful, six-page document which fully indi- 
eates the skill of his public relations men with words. It is not unlike his 
statement to the First Annual Industrial Relations Conference of the Industrial 
Union Department of the AFL-CIO in Washington, D. C., on June 6, 1957. 

In that statement, which was printed and distributed to Members of Con- 
gress and bears the title, “Our Greatest Challenge,” Mr. Reuther said, “While 
{i do not know anything about a cow, it is quite obvious that it is more profit- 
able to milk a dairy farmer than to milk a dairy cow.” All this is very clever, 
but not very amusing. It appears that it took 6 single-spaced pages to deal 
with 1 simple fact, and a brief recital of the matter is quite in order. 

Mr. Reuther appeared before the House Committee on Agriculture in 1955. 
His testimony was printed as a separate public document at public expense 
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in the Government Printing Office, on March 15, 1955, and is labeled, “Com- 
mittee print, 84th Congress, Ist session.” It contains a foreword by Representa- 
tive Harold Cooley of North Carolina, the chairman of the committee. 

In his testimony Mr. Reuther spoke mainly for consumer groups. The clear 
intent of his testimony was that if a dairy farmer got his feed grain free, the 
difference in the cost of milk would be about 1 cent per quart. Therefore, the 
difference in price support between 75 percent or 90 percent would be fractional 
and quite inconsequential. This is another way of saying that the cost of feed 
grain was an inconsequential item. 

I have no recollection that this statement was ever challenged. It came to 
my attention as a member of the Agricultural Appropriations Subcommittee 
of the Senate Committee on Appropriations. It was not necessary for me to look 
for it. It was bound to come to my attention, and the statement impressed me 
at the time as being a departure from the facts. 

In his letter Mr. Reuther’s adroit inference is that I was seeking by implica- 
tion to charge him with distortion. 

One dare assume that a witness may be ignorant of the facts without reflect- 
ing on his veracity, his good faith, or his character. This, of course, may be 
rather novel to Mr. Reuther, but it is not the first time that an organization 
official has presented data to a congressional committee which was not factual. 
There is no question of suspicion here or implication or of anything else. 

The hard fact is that Mr. Reuther testified. His testimony was printed in a 
separate pamphlet. It was designed to influence the House committee, for 
otherwise there would have been no point in his coming to testify, and for aught 
I know, this pamphlet may have had wide circulation. 

The only comment I have to make is a further exploration of the matter 
through the Department of Agriculture. I learn from the Department that the 
cost of concentrates, which means feed grains and byproducts, per 100 pounds 
of milk produced on farms where milk or grain are sold has been around 90 
cents. This would be equivalent to nearly 2 cents a quart. Broken down as to 
regions, the figure ranges from 1.6 cents per quart to 3 cents per quart. If this 
is the case, and I am quite content to rely upon the data from the Department 
of Agriculture, it can only mean that Mr. Reuther was 100 percent wrong. 

Under those circumstances, a member of a Senate committee has a right to 
examine into the credibility of a witness not because there is any doubt about 
his veracity or good faith but because he may not know what he is talking about. 


CHRYSLER CORP., 
Detroit, Mich., February 24, 1958. 
Hon. ALEXANDER WILEY, 
Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
United States Senate, 
Washington, D. C. 


Dear Senator Witey: The transcript of the testimony before the Subcommit- 
tee on Antitrust and Monopoly on February 6, 1958, page 1885, records your 
requesting me to supply data indicating the effect of the UAW profit sharing 
plan on Chrysler Corp.’s net earnings and income tax provisions for 1955 and 
1956. 

Chrysler Corp. has not received a profit sharing plan proposal from the UAW. 
However, on the basis of (a) published information concerning such a plan, 
and (b) assuming that the consolidated net earnings of Chrysler Corp. would 
not have been altered otherwise by the operation of the plan, we estimate for 
1955 that money set aside for employees would have aggregated $42.3 million, 
and consumer rebates would have totaled a like amount. This would have 
decreased Chrysler’s pretax earnings by a total of $84.6 million. On this basis, 
we would have paid approximately $44 million less in Federal taxes on income, 
and our consolidated net earnings of $100.1 million (2.9 percent of sales) for the 
year 1955 would have been reduced by $40.6 million to $59.5 million (1.7 per- 
cent of sales). 

In 1956, based upon the same assumptions as stated above for 1955, the oper- 
ation of the so-called profit sharing plan would not have changed Chrysler’s con- 
solidated net earnings because pretax earnings for that year were less than 
10 percent of invested capital. 

Sincerely, 
F. W. Miscu, 
Vice President. 
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SUPPLEMENTAL STATEMENT TO THAT OF CARL BE. FRIBLEY, Past PRESIDENT OF 
THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION, WHICH Was GIVEN BE- 
FORE THE SUBCOMMITTEE ON ANTITRUST AND MONOPOLY OF THE SENATE COM- 
MITTEE ON THE JUDICIARY, FesruARY 19, 1958, By C. S. KiuGH, GENERAL 
MANAGER, PENNSYLVANIA AUTOMOTIVE ASSOCIATION, MArcH 6, 1958 


Mr. Chairman and gentlemen of the committee: I am Claude 8. Klugh, general 
manager of the Pennsylvania Automotive Association. I have served the 3,000 
Pennsylvania automobile dealers in this capacity for the past 32 years. 

I read the statement presented by Carl E. Fribley before your committee on 
February 19, 1958, with a great deal of interest. The Pennsylvania dealers are 
particularly interested in Mr. Fribley’s comments regarding the sale of motor 
vehicles to States, political subdivisions thereof, and tax supported institutions. 

I do, therefore, respectfully submit for your informatiton and consideration 
the following information intended to supplement that presented by Mr. Fribley. 

I do not recall in the many years I have represented Pennsylvania automo- 
bile dealers when the pricing of motor vehicles to political subdivisions ever 
reached the ridiculous proportions it has in the past 2 years. 

For many years motor vehicles owned by the Commonwealth of Pennsylvania 
were purchased on a trade-in basis and low bidding dealer seldom, if ever, 
made a reasonable profit. It was not unusual for automobile manufacturers 
to grant small subsidies to the bidding dealer but the dealer’s cost was not 
made public and the used Cars were not made available to the general public. 

About 2 years ago, however, our State decided to take advantage of the 
absurd price concessions they were able to obtain from the automobile manu- 
facturers and entered into a program of turning over its entire fleet of motor 
vehicles on an annual basis. 

Since Pennsylvania Owns about 5,000 passenger cars, this means that they 
are now purchasing 5,000 new cars per year and selling 5,000 1-year-old used 
cars to any person submitting the highest bid, whether he be an individual, 
a State employee, a dealer, or other person. 

Recognizing the serious evils of this plan, which would be harmful to the 
general public, to the retail automobile business, and the retail automobile 
dealer, we wrote the following letter in May of 1956 to the presidents of the 
various automobile manufacturers: 

“We wish to call to your attention a serious problem in Pennsylvania, the 
answer to which depends upon action by the various automobile factories. 
A similar problem could well be facing dealers in other States now or at some 
time in the future. 

“The Commonwealth of Pennsylvania owns approximately 3,600 passenger 
cars and an additional 1,400 are owned by commissions of the Commonwealth. 
It is the announced plan of our Commonwealth officials to buy and sell this 
entire fleet annually. In fact, the program is already underway. 

“The plan is to buy automobiles at prices less than dealer cost, use them 
for approximately 10,000 miles or for 1 year, and then sell them at retail for 
near the original purchase price paid by the Commonwealth. 

“Here is what will happen if the factories, through price concessions to the 
Commonwealth, permit this plant to become fully operative: 

“First, the average Ford and Chevrolet purchased by the Commonwealth 
would cost the dealer $1,650 which, of course, includes freight and taxes. How- 
ever, the Commonwealth purchased in October of last year 450 new Chevrolets 
and in January of this year 775 new Fords all at an average price of about 
$1,100 each. The price differential exceeds first year depreciation. 

“Second, at the end of a year the Commonwealth will retail their used cars 
to the public at approximately the price originally paid for them. 

“Third, the retail price of the Commonwealth’s used cars will be several 
hundred dollars under the average market price because dealers could not 
afford to sell their 1-year-old used cars at near the same price as that offered 
by the Commonwealth. 

“Fourth, the prices of used cars offered for sale by the Commonwealth will 
receive wide publicity. Persons owning a similar automobile, which has been 
purchased new from a retail dealer, may suffer from greater depreciation in the 
value of their automobile. 

“Fifth, the 5,000 individuals who purchase used cars from the Commonwealth 
are potential late model used car customers for retail new and used car dealers. 
This market will be lost. 

“Sixth, because the prices of used cars being sold by the Commonwealth will 
receive such wide publicity, the effect on the overall used car market certainly 
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will be detrimental because dealers may be forced to sell late model used cars at 
prices lower than market value. 

“There are nearly 3,000 retail automobile dealers in Pennsylvania. In 1955 
they sold 462,684 new automobiles, according to statistics furnished by the Penn- 
sylvania Motor List Co., and over 800,000 used automobiles during the same 
period. 

“Therefore, we are referring to approximately 1 percent of new car sales and 
one-half of 1 percent of used car sales. It may seem small but, in addition to the 
direct effect on sales, the indirect effect on the used car market is even greater. 

“All of this can be prevented if factories would only establish a specific policy 
of not selling any motor vehicle to any political subdivision at a price less than 
that for which they will sell to a retail dealer for resale to the public. 

“We do not quarrel with our Commonwealth officials for purchasing the neces- 
sary goods at best possible prices. That is an indication of wise expenditure 
of tax money. 

“We do say to them, however, that because they are able to obtain a price 
concession on merchandise needed by them, they should not use the price advan- 
tage to go into business competition with their own taxpaying retail dealers. 
This would be true whether it be on automobiles, typewriters, desks, or any other 
article they might purchase. 

“But, as a practical matter, the automobile is the only article of sufficient value 
to make it worthwhile for the Commonwealth to be ‘in business’ so long as it can 
obtain automobiles at such a great price advantage. 

“Therefore, we say to the manufacturer: ‘Please protect your own retail 
dealers by: 

“First, selling your vehicles to the Commonwealth either direct, with no trade, 
at no less than dealer cost: or 

“Second, selling your vehicles to the Commonwealth through a dealer with 
no trade, at no less than dealer cost but with reasonable make ready allowance; 


r 
“*Third, selling your vehicles to the Commonwealth on a trade-in basis with 
the dealer given the opportunity to retail the used car.’ 

“We are mailing a similar letter to the president of each of the major auto- 
mobile manufacturing corporations. 

“Thank you very much for your consideration.” 

Then on January 7, 1958, we issued the attached “News Front” release to our 
members. 

Pennsylvania has been operating under this plan for 2 years now, with the 
result that we are experiencing the very things we said would happen in our 
letter of May 16, 1956, to the factory presidents. 

If the factories continue to give price concessions as I have outlined, we can 
expect a gradual and very serious demoralization of our retail automobile busi- 
ness in Pennsylvania. 

On behalf of our 3,500 members, I wish to thank you for accepting this infor- 
mation as a supplement to that presented by Mr. Fribley. 


{From Pennsylvania Automotive nena News Front, Bulletin No. 2, January 7, 


Two Price Tacs oN SAME CAR—GOVERNMENT PRIcE, $1,673.98— 
DEALER Price Aspout $546 MoRE 


For years manufacturers have had two prices on automobiles: 

One price for government—Dealer cost, less excise tax, less as much as $350 
on recent bids. 

Other price for dealers—You know your cost. 

Dealers are not too much concerned about who sells new cars to political sub- 
divisions of government for they know there is little if any profit in these sales. 
Very few dealers submit bids. 

Dealers are very much concerned about factories selling cars (either direct 
or through a dealer who has been allowed a special price concession) so cheaply 
to government agencies that the cars can be driven for a year and then sold 
for more than was paid for them. 

Dealers have four very logical and justifiable complaints on the system used 
fh paar and some other States for the purchase of State-owned motor 
vehicles : 
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First, customers become skeptical of new car prices when State can purchase 
new cars for $500 less than dealer cost. 







They justifiably conclude they must 


Second, dealers are bitter about demoralized used car market when State 
advertising places them at a competitive disadvantage on used cars. 


Third, the manufacturer reduces prices to government agencies 
their own giveaway program or discount house. 





they operate 


Fourth, the government agency takes advantage of their price concession 
and tax exempt status by competing with taxpaying dealers for public retail 


business. 


At a time when dealers are having a rough time making a profit; when they 
pay the factory full dealer cost (including excise tax) ; when the dealer is 
shouldering his full share of State taxes plus collecting sales tax (motor vehicles 
are the third largest source of sales tax income for Pennsylvania) ; when over 
30,000 dealers nationally, employing at least 400,000 people with an investment 
of over $4 billion in buildings and equipment average only a little better than 


1 percent on sales. 


It seems ridiculous that there should be two price tags on motor vehicles. 
As promised in a recent release here’s the latest on a recent bid for 65 
passenger cars for the Pennsylvania State police: 


Dealer 





| Ford Fairlane__- 
Chevrolet 1649_......._...--- 


Make Bid price 


Plymouth Savoy-- 
Chevrolet 1649___- 


_| Ford Fa‘rlane 


Ford Fairlane town sedan 


Plymouth Savoy-.- 
Chevrolet 1649_. __ 
Plymouth Savoy-. 


ie cses : 
Chevrolet 1649_-__. 
Plymouth Savoy---_- 
‘eats cow 








Compare these bids with prices you pay. 
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We will keep you informed on future 


prices paid by the Commonwealth for its passenger cars. 

Operator renewals: Special application forms are enclosed for the use of any 
of your customers who have not received their operator renewal cards. Please 
note that we cannot sign applications for operator licenses. They must be 
personally signed by the applicant and all questions answered in connection with 
the financial responsibility law (as per instructions on the enclosed form). 
Should you need additional forms, write us a letter. 

Don’t forget quarter fees on license tags for passenger cars became effective 
January 1. This does not apply on transfers of license tags nor does it apply 
to commercial vehicle tags. 

NADA Director William M. McCune, Pennsylvania, has been elected to serve 
as regional vice president of NADA for the year 1958. He succeeds Walter N. 
Duncan of West Virginia. 

Mac is doing a fine job looking after your interests with NADA. Please give 
him your support by maintaining a membership in NADA and letting him know 
how you feel from time to time on the main problems confronting the retail 
automobile dealer. His address is: W. M. McCune, Kittanning Ford Sales, Inc., 
151 Walnut Street, Kittanning, Pa. 


PENNSYLVANIA AUTOMOTIVE ASSOCIATION, 


C. 8S. KiueH, General Manager. 
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Copy oF Letrer SENT To SENATOR O’MAHONEY 


Hetena, Mont., March 6, 1958. 
Mr. HarLtow CuRTICE, 
President, General Motors Corp. 
Detroit, Mich. 


Dear Mr. Curtice: In Time, issue of February 10, 1958, under “Business” you 
are quoted as saying that the cars now being built are what the “public” de- 
mands. I take exception to this as an individual as I cannot ever recall being 
asked what kind of a car I wanted but it has always been a case of what you 
make and we either have to “take it or leave it.” For the present I am leaving 
it and know others that are doing the same thing. 

As a matter of bouquets for the cars you have made I will say that I own a 1950 
Chevrolet station wagon if I could buy another car exactly like it I would. I 
now have better than 70,000 miles on it, get 18 to 20 miles per gallon, and the 
engine has never been apart. 

Now as to what the public wants and should have are two different things. 
Our roads are not built to hold the behemoths that are being made and it is 
economically unsound to build cars to go 120 miles an hour on roads that will 
only hold safely 75 miles. It is also economically unsound to scrap our highways 
and build new ones that would do the job. 

From my way of thinking cars should be built to meet the following: 

(1) Safety. 
(2) Economical operation. 
(3) Riding comfort. 

Now to analyze these points, do the new cars give them to us? 

(1) Safety—lIt is debatable that a car that will go the speeds that can be 
obtained with the new models is a “safe” car. Too many people that drive them 
cannot be made to drive them at a safe speed. The cars are advertised to have 
so much power and so much speed and too many of our people believe that they 
must drive the car at the advertised speeds or they are not using the car properly. 
I know this speed angle is true as I am associated with a general insurance agency 
and most all losses with cars are caused from too much speed. 

(2) Economical operation.—With the extra power built into the cars naturally 
it costs more to operate these new cars. The construction also requires much 
higher repair bills. The manufacturers brag about the new wraparound wind- 
shields and show how much further theirs goes than one of the competitors, 
When you have to pay for these windshields you wish they were the old type 
where they could be replaced for $30 to $40 and now run from $100 on up. This 
raises the cost of insurance which has kept advancing as more and more frills 
are added. 

The increased weight and more expensive cars has also increased the tax load, 

There was a time when an individual could do some minor repairs to a car. 
Now they are so complicated that even factory-trained mechanics do not always 
fix them properly. I like to drive a car in mountainous country ; with cars being 
built lower and lower this becomes more and more difficult. The automatic 
shift is worthless for a lot of mountainous driving and the brakes won’t hold up 
for such driving. 

(With my old Chevrolet I had the brakes relined last year for the first time 
at better than 60,000 miles. ) 

Another point about an economic loss is that a great many garages were built 
some years back and will not hold these giants. I thought I had a fairly large 
garage but I only have several inches to spare with the doors closed with the 
new cars and I have no intention of rebuilding my garage to fit cars. Others 
had garages built in houses which cannot be changed in size except without a 
major construction job on the house. 

(3) Now as to riding comfort. I am 6 feet 2 inches tall and if you are my 
height I challenge you to get in a 1950 station wagon and a 1958 model and 
truthfully say that the 1958 is not more difficult to get into. One of your com- 
petitors has their cars built in such a manner that my knees straddle the 
steering wheel and it is a major job to get in and out of one of their cars. All 
of their models are definitely out were I buying a new car. On General Motors 
cars there is a body extension that you have to squeeze around. 

One more point about “cars being what the public wants.” After I came out 
of the service in 1946 there were more people than cars. The public wanted cars 
so the manufacturers loaded them up with $250 to $500 worth of junk accessories 





omw~ 


is 
ll 
8 


oad, 
car. 
yays 
eing 
atic 
d up 


time 


built 
large 
1 the 
thers 
put a 


e my 
1 and 
com- 
e the 

All 
{otors 


ne out 
d cars 
ssories 


ADMINISTERED PRICES 3933 


and you either had to take it or leave it. Also a dealer would not sell a car 
unless you have a trade-in. 

I am probably very much in the minority about what the public wants, but I 
have yet to be asked by anyone what was desirable ina car. It has always been 
a “take it or leave it” proposition. I do not expect to hear from anybody in 


reply to this letter, but I feel better having written these lines as it is at least 
the way I feel about the matter. 


Yours very truly, 


ALBERT D. Day, Helena, Mont. 


P. S.—Dear Senator O’MAnoneEy: I do not always agree with you, but I have 
read your part in the controversy with much interest. There are a few of us 
“public” that don’t agree with Mr. Curtice of General Motors. 


IN THE UNITED States District CourT FOR THE EASTERN DISTRICT OF LOUISIANA 
CIVIL ACTION NO. 4560.—FILED FEBRUARY 4, 1958 
United States of America, Plaintiff, v. United Fruit Company, Defendant. 
FINAL JUDGMENT 


Plaintiff, United States of America, having filed its complaint herein on July 2, 
1954, and its amended complaint herein on January 12, 1956, and defendant, 
United Fruit Company, having appeared and having filed its answer to the 
amended complaint on February 10, 1956, denying the substantive allegations 
thereof, and plaintiff and said defendant having severally consented to the mak- 
ing and entry of this Final Judgment without trial or adjudication of any issue 
of fact or law herein and without admission in respect to any issue; 

Now, therefore, before any testimony has been taken and without trial or 


adjudication of any issue of fact or law herein, and upon consent of the parties 
hereto, it is hereby 


Ordered, adjudged, and decreed as follows: 


I 


This Court has jurisdiction of the subject matter hereof and of the parties 
hereto. The amended complaint states a claim upon which relief may be granted 
against the defendant United Fruit Company under Sections 1 and 2 of the Act 
of Congress of July 2, 1890, entitled “An act to protect trade and commerce 
against unlawful restraints and monopolies,” commonly known as the Sherman 
Act, as amended, and under Section 74 of the Act of Congress of August 27, 
1894, entitled “An act to reduce taxation, provide revenue for the government 
and for other purposes,’ commonly known as the Wilson Tariff Act, as amended. 


II 

As used in this Final Judgment: 

(A) “United” shall mean the United Fruit Company, a New Jersey corpora- 
tion, with principal offices in Boston, Massachusetts, United’s subsidiaries, or 
any of them. 

(B) “United’s subsidiaries” shall mean all corporations of which United di- 
rectly or indirectly owns or controls a majority of the voting stock, and which 
are now or may hereafter be engaged in the American Tropics or the United States 
in the production, purchase, transportation, processing, handling, distribution, 
or sale of bananas, 


(C) “United States” shall mean United States of America, its territories and 
possessions. ; 

(D) “Person” shall mean any individual, firm, association, partnership, cor- 
poration, company, or other legal or business entity, whether domestic or foreign. 

(B) “Jobber” shall mean any person engaged in the business of buying ba- 
nanas from an importer, processing the bananas and reselling them to other 
wholesalers who do not process bananas or to retailers for sale to the public. 

(F) “American Tropics” shall mean the area bounded by latitude 25 degrees 


north, longitude 120 degrees west, latitude 25 degrees south, and longitude 30 
degrees west. 
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III 


The provisions of this Final Judgment applicable to United shall apply to 
United, its officers, directors, agents, servants, employees, subsidiaries, successors 
and assigns, and to those persons in active concert or participation with it who 
receive actual notice of this Final Judgment by personal service or otherwise. 
United is ordered and directed to take such steps as are necessary to secure 
compliance by its officials, subsidiaries and such other persons, described above, 
with the terms of this Final Judgment. United and United’s subsidiaries shall 
be deemed for the purposes of this Final Judgment to be one person. 


IV 


United is employed and restrained from engaging anywhere in the United 
States, directly or indirectly, in the business of ripening, processing and selling 
bananas, provided, however, that United may continue the present business of 
3anana Selling Corporation until its liquidation, which shall be completed within 
nine months from the effective date of this Final Judgment, and provided, fur- 
ther, that nothing in this Final Judgment shall restrain or prohibit United from 
salvaging, processing and selling to anyone bananas which arrive at a United 
States port in a ripened or damaged condition or which are damaged at the 
terminal. 


v 


United is enjoined and restrained from directly or indirectly : 

(A) (1) Entering into, adhering to, or enforcing any contract, agreement 
or understanding for the sale of bananas which provides that the purchaser 
must buy from United all or any specified percentage or part of his future 
requirements of bananas for the United States market ; 

(2) Entering into, adhering to or enforcing any contract, agreement 
or understanding for the sale of bananas outside the United States 
which provides that the purchaser must buy all or any specified per- 
centage or part of his future requirements of bananas from United when 
a significant portion of said purchases are destined for resale in the 
United States; 

(B) Entering into, adhering to or enforcing any contract, agreement or 
understanding with any other person: 

(1) to refrain from producing or purchasing bananas for sale in the 
United States, or 

(2) to refrain from selling or distributing bananas in the United 
States, or 

(3) to restrict or limit production of bananas for the United States 
market, or 

(4) to restrict or limit the transportation of bananas from the Ameri- 
can Tropics to the United States, or 

(5) to restrict, limit or prevent the importation of bananas into the 
United States, 


provided, however, (i) that the injunctions contained in this 
Subsection (B) shall not apply to any contract, agreement or un- 
derstanding with a grower with respect to production by that grower 

on land owned by United, (ii) that United may specify the area of land 

the production of which it agrees to purchase from a grower or may 
limit the volume of bananas which it agrees to purchase from any 
grower, and (iii) that United may include in any contract for the pur- 
chase of bananas provisions that require the grower to follow good 
agricultural practices such as the maintenance of regular treatment 
against diseases in areas where United maintains such regular treat- 
ment on its own banana cultivations, abandonment or destruction of 
banana plantings that have become infested with disease, and the thin- 
ning out of banana plantings that are too dense for satisfactory growth. 

(C) Entering into any new contract, agreement or understanding with any 
grower of bananas in the American Tropics which gives United the right to 
purchase all or any stated part of the banana production of the grower for a 
period longer than five years unless the said contract, agreement or under- 
standing contains a provision permitting the grower to terminate it at any 
time after five years by giving United written notice six months in advance 
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and by paying to United within said six months (a) any debts which the 
grower may owe to United, and (b) that portion of the cost to United of 
improvements made by United on the grower’s land for the exclusive use of 
said land which was not amortized by the date United received the notice 
of termination; provided, (a) that this subsection (C) shall not apply to 
any contract, agreement or understanding with respect to the purchase of 
bananas grown upon land owned by United, and (b) that United may require 
as a condition of termination that the grower permit United to retain for the 
period agreed upon in the canceled contract any easements United has over 
the grower’s land at the time of termination. 

(D) As to any existing contract, agreement or understanding with any 
grower of bananas in the American Tropics which gives United the right to 
purchase all or any stated part of the banana production of the grower that 
has been in effect for five years or longer, refusing a written request by the 
grower to cancel upon the same notice and the same conditions as provided 
above with respect to new contracts. 

(BE) Extending the term of or renewing any contract, agreement or under- 
standing with any grower of bananas in the American Tropies which gives 
United the right to purchase all or any stated part of the banana production 
of the grower for a period longer than one year unless the said contract, 
agreement or understanding contains a provision permitting the grower 
to terminate it at any time after one year by giving United written notice six 
months in advance and by paying to United within said six months (a) any 
debts which the grower may owe to United, and (b) that portion of the cost to 
United of improvements made by United on the grower’s land for the exclu- 
sive use of said land which was not amortized by the date United received 
the notice of termination; provided, (a) that this Subsection (E) shall not 
apply to any contract, agreement or understanding with respect to the pur- 
chase of bananas grown upon land owned by United and (b) that United may 
require as a condition of termination that the grower permit United to retain 
for the period agreed upon in the canceled contract any easements United 
has over the grower’s land at the time of termination. 

(A) United is enjoined and restrained from, directly or indirectly : 

(1) (a) Failing to reveal to its customers in the United States, or to 
comply with any legal requirement to report to any agency of the United 
States, a proprietary interest in, or control over any person importing into, 
or selling bananas in the United States. 

(b) Concealing the fact that it owns, holds or maintains a proprietary 
interest in or control over a person who is producing or purchasing bananas 
for export to the United States, or who is transporting bananas to the United 
States. 

(2) (a) Acquiring ownership or control of, or any stock or other pro- 
prietary interest in, the business of any person, engaged in (i) importing 
bananas into the United States, or (ii), distributing bananas in the United 
States, or (iii), transporting bananas from the American Tropics to the 
United States, or (iv), producing or purchasing bananas in any country 
in the American Tropics from which regular shipments of bananas are 
being made to the United States and regularly supplying any of them to 
any person or persons, other than United, for export. 

(b) Acquiring from any person, engaged in (i) importing bananas into 
the United States, or (ii), distributing bananas in the United States, or 
(iii), transporting bananas from the American Tropics to the United States, 
or (iv), producing or purchasing bananas in any country in the American 
Tropics from which regular shipments of bananas are being made to the 
United States and regularly supplying any of them to any person or 
persons other than .United for export, in a single transaction or related 
series of transactions any assets (other than bananas), which have a fair 
market value at the time of the acquisition in excess of $50,000, and which 
at any time within twelve (12) months have been used or at the time of 
the acquisition are being used in any of the above activities. 

(3) Participating in any agreement, arrangement, plan, or program with 
any competitor of United in the importation of bananas into the United 
States, or the sale of bananas in the United States to receive from, ex- 
change with, or disseminate to such competitor information with respect 
to prices to be charged in the United States, or the current supply of 
bananas in the United States, or the amount of expected imports of bananas 
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into the United States, or the supply of bananas currently available in the 
American Tropics for importation into the United States; or entering into, 
adhering to, or following any course of conduct, practice, or policy of dis- 
closing to any such competitor any such information prior to its avail- 
ability to the segment of the banana business concerned. 

(4) (a) Holding with any domestic or foreign competitor joint ownership 
of, or by agreement with such competitor making joint use of, any agency for 
the purchase, production, or sale of any bananas outside the United States 
for importation into the United States, or for the sale of bananas in the 
United States. 

(b) Acting as a sales or purchasing agent for any other importer or ex- 
porter of bananas destined for the United States, provided, however, that 
this subsection (b) shall not apply to acting as such an agent for any foreign 
Government or any agency sponsored by a foreign Government. 

(5) (a) Participating in the parliamentary proceedings, meetings, or 
deliberations of organizations or associations of United States banana job- 
bers, dealers, or customers of United or of its competitors, or permitting 
such proceedings, meetings or deliberations to be held on property owned or 
leased by United; provided, however, that United may meet with delega- 
tions, committees, or other bodies representing organizations, associations, 
or other groups of jobbers, dealers, or customers, and further provided 
that nothing herein shall prevent United and its representatives from 
belonging to and participating in the activities of general trade associa- 
tions whose membership may include but is not restricted to banana jobbers, 
dealers, or customers of United or of its competitors ; 

(b) Entering into or participating in any contract, agreement, understand- 
ing, plan, or program with any jobber, dealer, or customer of United in 
the United States to refuse to buy bananas from, or sell bananas to, any 
person in the United States. 

(6) Coercing or requiring any person in the United States to accept 
bananas either greater in quantity or lower in quality or at a higher price 
than such person would otherwise accept, by threatening to refuse to sell him 
any bananas in the future; 

(7) Selling, or offering to sell, bananas in the United States on the condi- 
tion or understanding that the purchaser comply with United’s directions or 
suggestions as to resale price, terms of resale or place of resale of bananas, 
or refusing to sell bananas because of the purchaser’s failure to comply with 
such directions or suggestions ; 

(8) (a) Coercing or requiring any banana jobber or other customer in the 
United States to use a specified truckman or truckmen selected by United 
for the purpose of transporting bananas from United’s dock at any port of 
import to said jobber’s or customer’s place of business ; 

(b) Penalizing any banana jobber or other customer in the United States 
for refusing to pay charges fixed, determined, or exacted by any truckman or 
truckmen ; 

(9) Entering into, adhering to or maintaining any agreement, contract or 
arrangement with any common carrier by rail or water in the Western Hemi- 
sphere which provides that the common carrier will not accord to competi- 
tors of United terms, privileges and treatment in the transportation of 
bananas for sale in the United States or destined for sale in the United 
States proportionately equal to those accorded by the carrier to United ; 

(10) Tortiously interfering with the performance of, or intentionally 
inducing the breach of, any contract related to any phase of the banana 
business between any of United’s actual or potential competitors in the 
banana business and any grower, transporter, seller or purchaser of bananas, 
where such interference or breach affects the foreign or domestic commerce 
of the United States; 

(11) Making or guaranteeing loans to, or extending credit to, any person 
engaged in importing bananas into the United States or in the sale of 
bananas in the United States; provided, however, that nothing in this sub- 
section shall be deemed to prevent United from extending credit to its 
customers in the normal course of business or from extending credit in con- 
nection with the sale by United of property other than bananas; 

(12) Selling or offering to sell bananas in the United States on terms or 
conditions which deprive the customer of the option to take delivery from 
United at its terminal by either rail or truck; provided, however, that at any 
terminal at which the space available for loading of trucks is not sufficient 
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to accommodate all purchasers who desire delivery to trucks and at the same 
time to permit the prompt, efficient and orderly discharge of vessel cargoes, 
United may limit delivery to trucks by confining such delivery to purchasers 
located within a designated geographical area of sufficient size to permit the 
reasonably full utilization of the truck space or by any other reasonable and 
equitable method ; 

(13) Entering into, adhering to or enforcing any contract, agreement or 
understanding with any person to fix, establish, maintain or adhere to the 
prices, terms or conditions for the sale of bananas to third persons in the 
commerce of the United States, or to allocate territories, markets or customers 
for the sale of bananas in said commerce. 

(B) United is ordered and directed to sell bananas to any jobber in any State 
listed in Appendix A offering to buy them during times when United has a supply 
available after filling all orders of its regular customers; provided, however, that 
this Subsection (B) shall not require United to sell otherwise than at its current 
prices and on its regular terms of sale, and shall not require United to sell except 
for cash to any person who does not have a satisfactory credit rating. This 
Subsection (B) shall be effective for a period extending until 5 years after 
United has completed performance of the plan for disposition of assets described 
in Article VIII, and upon the expiration of said period, it shall thereafter be of 
no force or effect. 

(C) (1) United is ordered and directed as promptly as possible after the 
effective date of this Final Judgment and in any event within ninety days of that 
date to cancel and to terminate its existing contracts, agreements and arrange- 
ments, if any, with any ocean carrier (other than bareboat, time or voyage 
charters of entire vessels) under which refrigerated space on the vessel of such 
carrier is allocated or reserved for the transportation of United’s bananas from 
the American Tropics to the United States. 

(2) United is enjoined and restrained from entering into any contract, agree- 
ment or arrangement with any ocean carrier (other than bareboat, time or 
voyage charters of entire vessels) under which refrigerated space on the vessels 
of such carrier is allocated or reserved for the transportation of United’s bananas 
from the American Tropics to the United States unless the said contract, agree- 
ment or arrangement provides that it may be cancelled in whole or in part at any 
time by United upon reasonable notice which shall not exceed sixty days. In 
the event that another banana shipper makes written request to United for 
the release of the said refrigerated space or one or more separately refrigerated 
units of said space, for the carriage of his bananas over the route served by the 
vessel, United is ordered and directed to cancel the said contract, agreement or 
arrangement, or so much thereof as may be necessary to make the requested 
space available, by giving the notice provided for in said contract, agreement or 
arrangement. 

VII 


(A) Not later than June 30, 1966, United shall divest itself of all of the 
capital stock (whether common or preferred) or other proprietary interest in 
International Railways of Central America that United then owns, either (1) 
by a private sale of the said capital stock to purchasers who have no relationship 
or affiliation directly or indirectly with United, or (2) by sale of the said capital 
stock on the open market on the New York Stock Exchange, the London Stock 
Exchange or on any other stock exchange on which the said stock may be 
listed, or (3) by a private sale of part of the said capital stock to purchasers 
who have no relationship or affiliation directly or indirectly with United and 
by sale of the other part on the open market or on a stock exchange as aforesaid. 

(B) At any time and from time to time prior to June 30, 1966, United may 
dispose of all or any part of any stock or proprietary interest which it now owns 
in International Railways of Central America, either by private sale to pur- 
chasers who have no relationship or affiliation directly or indirectly with United, 
or by sale on the open market on any stock exchange in which the stock may 
be listed. 

(C) On and after the date on which United shall have divested itself of all of 
its capital stock and proprietary interest in International Railways of Central 
America, as provided for in subsections (A) and (B) above, United and its 
officers and directors are enjoined and restrained from acquiring or holding, 
directly or indirectly, any legal or beneficial interest in any capital stock of Inter- 
national Railways of Central America. 
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ViIt 


(A) United shall distribute to the shareholders of United all the capital stock 
of a company (hereinafter referred to as the “New Company’) organized by 
United and having from United assets (or all of the capital stock of a company 
or companies owning directly or indirectly such assets), including liquid assets, 
producing banana lands or producing banana lands and banana purchase ar- 
rangements, ships, terminal arrangements, and other essential accessory assets, 
reasonably calculated to be capable of importing into the East Coast, Gulf Coast 
and/or West Coast ports of the United States approximately 9,000,000 stems of 
bananas per year and staffed with managerial and other personnel in a manner 
reasonably calculated to enable the New Company to conduct the operations of 
the banana business available to it by virtue of its properties and assets. The 
said 9,000,000 stems of bananas shall on the average be generally equivalent in 
size, in botanical variety and in freedom from disease to the average of the 
stems then being imported into the United States by United, and shall consist 
of purchased and produced fruit in reasonable proportion. Prior to or contem- 
poraneously with such distribution of stock, United shall take such actions or 
enter into such arrangements as are reasonably calculated to enable the New 
Company to distribute and sell bananas imported by it in such of the three major 
geographical marketing areas of the United States as the management of the 
New Company shall determine to be in its best interests in the light of all rele- 
vant factors. United shall not be obliged under the provisions of this Paragraph 
(A) to transfer shipping tonnage in excess of the quantity of such tonnage re- 
quired for efficiently scheduled transportation to the East Coast, Gulf Coast 
and/or West Coast ports of the United States of the approximately 9,000,000 
stems of bananas per year referred to above, nor shall United be obliged to 
transfer shipping tonnage in excess of a reasonable portion of such tonnage then 
owned by United and employed by it for the importation of bananas into the 
United States. If a distribution of the capital stock of a company organized by 
United is not made pursuant to the provisions of this Paragraph (A), then 

(B) United shall sell to an Eligible Person (as hereinafter defined) produc- 
tion and transportation assets (or the capital stock of a company or companies 
owning directly or indirectly such assets), including producing banana lands 
or producing banana lands and banana purchase arrangements, ships, and other 
essential accessory assets, reasonably calculated to be capable of importing an- 
nually into the East Coast, Gulf Coast and/or West Coast ports of the United 
States approximately 9,000,000 stems of bananas per year that on the average 
are generally equivalent in size, in botanical variety and in freedom from disease 
to the average of the stems then being imported into the United States by United 
and consisting of purchased and produced fruit in reasonable proportion. United 
shall not be obliged under the provisions of this Paragraph (B) to transfer 
shipping tonnage in excess of the quantity of such tonnage then desired by the 
purchaser, nor shall it be required to transfer shipping tonnage in excess of the 
quantity of such tonnage required for efficiently scheduled transportation to 
the East Coast, Gulf Coast and/or West Coast ports of the United States of 
the approximately 9,000,000 stems of bananas per year referred to above, nor 
shipping tonnage in excess of a reasonable proportion of such tonnage then 
owned by United and employed by it for the importation of bananas into othe 
United States. In the event of a sale pursuant to the provisions of this Para- 
graph (B) United shall be under no obligation to supply the purchaser with 
managerial or other personnel, or with distribution facilities. 

(C) United may comply with the obligation imposed upon it by Paragraphs 
(A) and (B) above by transfer of a partial interest in the New Company to an 
Eligible Person who invests not less than $1,000,000 in the New Company and 
distribution to the stockholders of United of the remaining interest in the New 
Company, and in that event the obligations of United with respect to the assets 
and personnel to be transferred shall be only those stated in Paragraph (B) 
above except that the obligation with respect to ships shall be to transfer the 
quantity of shipping tonnage provided by Paragraph (A) or such lesser quantity 
as may be then desired by the management of the New Company. 

(D) The term “Eligible Person” as used in this Final Judgment shall mean any 
individual, group or business organization, other than Standard Fruit and 
Steamship Company, that is not owned or controlled by United and in which 
United has no stock interest directly or indirectly and that makes a showing that 
it intends to engage in the importation of bananas into the United States. 
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(E) Not later than June 30, 1966, United shall submit to this Court for ap- 
proval a plan for compliance with the obligation imposed upon United by the 
provisions of Paragraphs (A), (B), or (C) above and shall serve upon the 
plaintiff a copy of the plan a reasonable time in advance of the submission. The 
plan shall provide for compliance with reasonable promptness but in any event 
not more than four (4) years after final approval of the plan. 

If, after hearing, the Court considers that performance of the plan will consti- 
tute compliance with the obligations provided by that Paragraph of this Article 
VIII under which the plan is submitted, the Court shall approve the plan. If 
the Court considers that performance of the plan will not constitute compliance 
with one or more of such obligations and specifies the obligation or obligations 
provided by such Paragraph as to which it considers the plan deficient, the Court 
shall require United promptly to prepare and propose for approval amendments 
calculated to achieve such compliance and if the Court considers that perform- 
ance of the plan as so amended will constitute compliance with the obligations of 
such Paragraph, the Court shall approve the plan as so amended. 

Performance of such a plan approved as originally submitted or as amended 
shall be deemed to be full compliance with the obligations imposed upon United 
by this Article VIII, 

Ix 


After United has completed its compliance with Article VIII above, 

(1) No member of the board of directors of United, or any officer or employee 
thereof, shall hold any office or have any employment or contractual relation with 
the New Company or Eligible Person, directly or indirectly. 

(2) No person while an officer or member of the board of directors of United 
shall acquire from anyone other than United, or except by inheritance, stock 
dividend, stock split, or exercise of preemptive rights, stock in the New Company 
or the Eligible Person identified in the plan contemplated by Article VIII. 


x 


(A) United is ordered and directed within two months after the entry of 
this Final Judgment to submit to its stockholders any portions of this Final 
Judgment as to which the consent of the stockholders is required by the corporate 
charter of United, and the board of directors of United shall recommend to said 
stockholders that said consent be given. If the required consent is given, on 
the day following United shall file with this Court a statement of that fact and 
the date of filing shall be the effective date of this Final Judgment. 

(B) This Final Judgment shall be of no further foree and effect and this 
cause shall be restored to the docket for prompt trial without prejudice to either 
party if within three months from the date of entry of this Final Judgment 
the required majority in interest of the stockholders of United have not con- 
sented to all portions of this Final Judgment as to which such consent is re- 
quired by the corporate charter of United. 


xI 


United is ordered and directed within sixty days after the effective date of 
this Final Judgment to furnish a true and complete copy of this Final Judgment 
to each of the officers, directors, executives and other employees at the policy 
level, and the sales personnel of United and of its subsidiaries operating in the 
United States, and also to each of the officers, managers and department heads 
of all subsidiaries operating outside the United States. 


XII 


United shall not be in contempt of this Final Judgment for doing anything 
in a country other than the United States that would otherwise be forbidden 
by this Final Judgment if such action is required by the Government of the 
country in which the act takes place. United shall not be in contempt of this 
Final Judgment for not doing anything in a country other than the United 
States that would otherwise be required by this Final Judgment if such action 
would be unlawful in that country. In any such case, United shall advise the 
plaintiff of the circumstances as promptly as practical and thereupon the plain- 
tiff may apply to the Court, with full opportunity of the defendant United to 
be heard, for such relief consistent with the provisions of this Final Judgment 
as the Court may deem proper. 
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xiir 


This Final Judgment shall be in full force and effect for a period extending 
until twenty years after United has completed performance of the plan for 
disposition of assets described in Article VIII and, upon the expiration of said 
period, it shall thereafter be of no force or effect. 










xIV 


For the purpose of securing compliance with this Final Judgment and for no 
other purpose, and subject to any legally recognized privilege, duly authorized 
representatives of the Department of Justice shall, upon written request of the 
Attorney General, or the Assistant Attorney General in charge of the Antitrust 
Division, and on reasonable notice to United made to its principal office, be per- 
mitted (a) access during the office hours of United to all books, ledgers, accounts, 
correspondence, memoranda, and other records and documents in the possession 
or under the control of United relating to any of the matters contained in this 
Final Judgment, and (b) subject to the reasonable convenience of United and 
without restraint or interference from it to interview officers or employees of de- 
fendant United who may have counsel present, regarding any such matters; and 
upon such request United shall submit such reports in writing to the Department 
of Justice with respect to matters contained in this Final Judgment as may from 
time to time be necessary to the enforcement of this Final Judgment. No in- 
formation obtained by the means provided in this Article XIV shall be divulged 
by any representative of the Department of Justice to any person other than a 
duly authorized representative of the Department except in the course of legal 
proceedings to which the United States of America is a party for the purpose of 
securing compliance with this Final Judgment or as otherwise required by law. 

























xv 


The terms of this Final Judgment shall not be construed to create in anyone 
other than the plaintiff any rights or claims against United that do not other- 
wise exist. 














xvI 











Jurisdiction is retained for the purpose of enabling any of the parties to this 
Final Judgment to apply to this Court at any time for such further orders and 
directions as may be necessary or appropriate for the construction or carrying out 
of this Final Judgment or for the modification or termination of any of the pro- 
visions thereof, and for the enforcement of compliance therewith and punish- 
ment of violations thereof. 

Dated: February 4, 1958 

SEYBOURNE H. Lynne, United States District Judge. 

We hereby consent to the making and entry of the foregoing Final Judgment: 
For the Plaintiff : 










Victor R. HANSEN, 

Assistant Attorney General 
Rosert A. BIckKs, 
W. D. Kicorg, Jr., 
CHARLES F.. B. MCALEER, 
CHARLES L. WHITTINGHILL, 
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GENERAL Morors Corp. 


YMAC FINANCING PLANS FOR NEW EUCLID PRODUCTS 


Since 1954 the financing services of Yellow Manufacturing Acceptance Corp. 
have been made available to qualified Euclid dealers. There are two plans: 
(1) The wholesale financing plan, under which dealers finance their purchases 
of Euclid equipment while this equipment remains in the dealer’s inventory, 
and (2) the retail financing plan, which relates to the financing of time-payment 
sales by dealers. Both plans provide a valuable service since few dealers have 
sufficient capital funds to carry a representative line of equipment inventory, 
generally necessary if they are to effectively compete, or to finance the deferred 
payment sales which are an important and necessary part of their business. 
This is due to the fact that there are approximately 20 items in the line priced 
from approximately $20,280 to $103,625. 

Similar and other financing arrangements are available, of course, from other 
sources to Euclid dealers as well as to any qualified dealers in the industry. 
The details of the two plans follow: 


YMAC WHOLESALE FINANCING PLAN 


The YMAC wholesale financing plan enables qualified Euclid dealers to carry 
equipment in inventory without having to pay for it upon purchase from the fac- 
tory. Under the plan, when YMAC accepts the financing for qualified Euclid 
dealers the equipment is paid for by YMAC and the equipment is delivered to 
the dealer subject to a note and trust receipt in favor of YMAC. The note is 
for the dealer's cost of the equipment and interest is charged from the date of 
the note until it is paid. There is no obligation on the part of YMAC, con- 
tractual or otherwise, to finance equipment purchased by any Euclid dealer. 
YMAC determines which dealers and to what extent such dealers are eligible 
for this financing, and may withdraw these facilities at any time. The financ- 
ing terms used by YMAC are the same for all eligible dealers. 

Under the terms of the wholesale plan, periodic reductions in the principal 
of outstanding notes are required. At the end of 6 months a dealer must pay 
5 percent of the amount due on an outstanding note, as well as interest accrued 
to that date. If the equipment remains unsold 9 months from the date of the 
wholesale note, a further principal reduction of 10 percent of the original note 
amount, plus accrued interest, will be required to extend the note for an addi- 
tional 3-month period. The wholesale note must be paid in full at the time the 
equipment is sold or 1 year from date of the wholesale note, whichever occurs 
first. 

All equipment carried in the dealer’s inventory which is financed under the 
wholesale plan is secured by a trust receipt. The equipment may be removed 
from the dealer’s premises only upon payment of the note, or with permission 
of YMAC, or for demonstration purposes under a demonstration agreement. 
The latter does not require any principal reduction at the time a vehicle is placed 
under the demonstration agreement, although accrued interest must be paid at 
that time. A principal reduction of 10 percent of the original wholesale note 
plus accrued interest is required 2 months after the execution of the demon- 
stration agreement and at the end of each 90-day period thereafter. Payment 
of the note in full must be made within 1 year or when the equipment is sold, 
whichever occurs first. 

Senator O’Mahoney requested (p. 1347 of the record) that a chart “which was 
presented in the hearing in 1955, section 11, page 4852, * * * entitled ‘Euclid 
Division, Domestic Sales and Amount Financed Through Yellow Manufactur- 
ing Acceptance, Period October 1, 1953, through September 30, 1955,’” be com- 
pleted through 1957. The requested data follow: 


Amount Percent of 
Total domestic financed sales 
Year sales of Euclid through financed 
division YMAC through 


(wholesale) YMAC 
(wholesale) 


1953 (October-December) -............-.-.-.-..---- 7 $9, 589, 899 


Be esvin thao <tneeemcecmntantalireeytes tell a anata aie icdeiani dati te 43, 945, 817 $2, 779, 006 6. 32 
NIT oon. au auaervaiphomeagutcane Poh oaeh mats i eeeaesremr cian 74, 127, 738 34, 948, 851 | 47.15 
PES, oGLbd ck ci bcnbladbliemecd<ddasn tinea cdgchsiass Wedodae 100,241,086 | 57, 243, 011 | 7.11 
De ried ecce orange es Saad tioegeaghtcatde onaiaipatbeill Gilet 90, 428,053 | 56, 600, 358 | 62. 59 


ete sc erred SO oe 318, 332,593 | 151, 571, 220 | 47.61 
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It will be noted that with the increase in the sales of the Euclid division, 
Euclid dealers have, during the period indicated, financed something less than 
half of their wholesale purchases through YMAC’s wholesale financing plan. 
YMAC is under no obligation to undertake the financing of any Euclid dealer. 
It furnishes this service, however, like all other financing institutions, essen- 
tially as a convenience for the dealer. As is well known in the equipment-financ- 
ing field, wholesale financing is engaged in mainly to assist the dealers rather 
than as a type of business desired by the financing institutions. 

It should also be understood that the concerns competing with the Euclid 
division in the sale of equipment either have similar plans for financing credit- 
worthy dealers or arrangements which insure comparable financing. This is 
true both as to concerns which enjoy a larger share of the market in the fields 
where the Euclid division competes and smaller competitors. 


YMAC RETAIL FINANCING PLAN 


The YMAC retail financing plan provides a means of financing time-payment 
sales of Euclid dealers to their creditworthy customers. When a time-payment 
contract is executed with a customer, the dealer endorses the contract and 
submits it to YMAC or any other financing concern of his choice for considera- 
tion and possible purchase. If submitted to YMAC, and if the credit standing 
of the retail purchaser and the term and downpayment are satisfactory, YMAC 
generally will purchase the contract from the dealer and may carry the obliga- 
tion to maturity. In its review of the contract terms, YMAC is particularly con- 
cerned that (1) the original unpaid balance on any sale does not exceed the 
dealer’s cost of the equipment, and (2) the payment terms result in a substan- 
tial equity on the part of the purchaser for the duration of the contract. 

A provision in the YMAC retail financing plan allows a Euclid dealer to 
purchase equipment for his own account under a retail time-payment contract 
or chattel mortgage. This equipment is generally used by the dealer for rental 
or lease purposes. Since it has been a characteristic in the trade to finance— 
on a no-downpayment basis—equipment which is being leased by the dealer, the 
downpayments obtained in connection with this type of financing may be lower 
and the amount of monthly installments greater than for regular retail con- 
tracts or chattel mortgages. YMAC does not, however, finance an amount in 
excess of a dealer’s cost, and the term of the contract is much shorter than under 
a regular time-payment contract or mortgage. 

In 1957 YMAC purchases 816 deferred payment contracts from Euclid deal- 
ers which amounted to $36 million. The downpayment averaged 12 percent, and 
the term of the contract averaged about 24 months. This information for 1957 
and prior years is shown in the tabulation below. Data with respect to total 
retail sales of Euclid dealers are not available and, therefore, the percent of 
such sales financed by YMAC cannot be shown. 


YMAC retail financing of Euclid products, including the financing of dealer 
purchases for the purpose of lease or rental, 1954-57 


| | Average | 

Euclid downpay- | Average 
| dealer sales | ment as length of 
| financed percent of term in 


at retail cash selling months 
| price 


$2, 648, 855 | 
12, 112, 308 | 
32, 412, 300 | 
35, 955, 630 | 


Neither YMAC nor Euclid division engage directly in renting or leasing Euclid 
equipment. However, Euclid Road Machinery, Inc., a wholly owned subsidiary 
of the Euclid division which was in operation prior to General Motors’ acquisi- 
tion of Euclid did lease for a time a few pieces of Euclid equipment for use by 
two concerns. Currently, only four pieces of equipment are on lease by this 
subsidiary. 

There is vigorous competition for the business of financing sound retail trans- 
action, and Euclid’s competitors offer or have available financing plans which 
enable them to be fully competitive. 
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(Reference : Senator O’Mahoney’s discussion with Mr. Donner regarding YMAC 
financing plans for Euclid products before the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary. (Hearings, p. 2619-2620).) 





GENERAL Morors Corp.—CoMPETITION IN THE LOCOMOTIVE INDUSTRY AND THE 
INSIGNIFICANCE OF GENERAL Morors ACCEPTANCE CorP. FINANCING 


During the hearings of the Antitrust and Monopoly Subcommittee on Ad- 
ministered Prices on January 30 and 31, the subject of GMAC financing and com- 
petition in the locomotive industry was brought up. It was contended that 
GMAC financing enabled Electro-Motive to achieve its success in the locomotive 
manufacturing field* and gave Electro-Motive an unfair advantage over com- 
petitors.* It is the purpose of this memorandum to set forth the facts on this 
issue and its relation to competition in the locomotive industry.* 

These facts will show that GMAC financing had nothing to do with Electro- 
Motive’s success in the locomotive field; that the proportion of Electro-Motive’s 
sales financing by GMAC has been inconsequential; that over 97 percent of 
Electro-Motive’s sales to railroads during the period from 1936, since it has been 
in the locomotive business, have been made for cash or financed by banks and 
other lending institutions, just as have the locomotive sales of its competitors; 
that Electro-Motive’s competitors had no problem securing financing for their 
equipment ; and that Electro-Motive’s success was due to its innovation of a new, 
superior form of locomotive power and thereafter to its continued maintenance 
of product superiority. A brief review of the story of the development of the 
diesel locomotive will put the GMAC financing in its proper perspective. 


THE REASONS FOR THE SUCCESS OF GENERAL MOTORS IN THE LOCOMOTIVE FIELD 


There is no need to elaborate in detail the reasons for General Motors’ success 
in the diesel locomotive field. A brief summary will suffice.‘ 

In 1934 the first diesel locomotive powered by a General Motors 2-cycle diesel 
engine went into operation in the United States. At this time 55 American 
railroads were in receivership and the other railroads had serious problems in 
reducing costs and improving revenues. 

In 1935 General Motors erected a factory at La Grange for the production of 
diesel locomotives and a new industry was born. The diesel locomotive was the 
result of the years of research and development since 1928 when General Motors 
first established a separate research unit devoted to diesel-engine development. 
This was not a studied attempt to enter the field of railroad transportation; it 
was rather the result of focusing its “inquiring mind” on fields in which it was 
already operating. Its work on diesels grew out of the company’s relentless search 
for better engines and a more efficient utilization of fuels, particularly for trucks. 
The genius that turned General Motors’ attention to the diesel was Charles F. 
Kettering then head of the corporation’s research laboratories. It was Mr. 
Kettering who foresaw that the great economy, power, and long life of the diesel 
could be combined with lower weight by adopting the 2-cycle principle. Previous 
to the General Motors diesel, the diesels then in use were of a heavy 4-cycle type, 
slow and sluggish. The only reason for their use at all by railroads was the 
prohibition against the use of steam locomotives as switchers in some urban 
areas, and diesels were then used only as switchers. 

The development of the General Motors diesel locomotive for freight and 
passenger service, based on 1947 data, cut railroads’ fuel costs in half, reduced 
maintenance costs by 40 percent, while at the same time improving speed, hauling 
power, cleanliness, and smoothness of starting and stopping. The president of 


1“Now we drew the conclusion from these figures produced by General Motors that GMAC 
financing permitted you to enter the field to the disadvantage of competitors and take over 
a larger and a larger percentage of the business’ (p. 2618). 

aoe claim made in the staff report, Case Study of General Motors, 1956, p. 40, was also 
recited : 
‘ ee Motors’ great financial resources also aided it in penetrating a market closed 
© others.” 

2“VYour competitors are not big enough, are not powerful enough to have this aid. They 
cannot meet the financing arrangements that you make * * * I mean your economic power 
is an essential advantage over the manufacturer who does not have a financing company 
under his own control” (pp. 2621-2622; see also p. 2620). 

8 It was understood at the hearing that General Motors would file such a statement with 
the committee (see pp. 2575 and 2622). 

The full details are developed in the statement of Mr. Osborn made at the 1955 hear- 
ings (vol. 8, p. 3948) and filed as part of the record of this hearing (p. 2624). 
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the Pennsylvania Railroad, in 1955 in commenting on the General Motors diesel, 
stated: “The greatest single contribution to the economic and efficient operation 
of our railroads during my 40 years of association with the industry has been 
the development of the diesel locomotive.” And he estimated that this develop- 
ment was saving the railroads a minimum of $500 million a year. 

General Motors has throughout the years continued its research and develop- 
ment to improve and perfect the diesel locomotive. The 1938 piston, which had 
a useful life of about 75,000 miles, has been replaced today with one developed 
by General Motors having a life of 1 million miles. In 1938 the traction motors 
were rewound every 300,000 miles; today GM traction motors are running over 
1 million miles without rewinding and their ultimate life is as yet unknown. 
Developments for the future in the area of the free piston, gasifier, turbine, and 
nuclear fields are being studied and tested. 

In contrast to General Motors’ research, engineering and production in this 
field was the attitude of its competitors-—the other locomotive manufacturers. 
These manufacturers, who were in the 1930’s entrenched as the producers for 
almost a century of the railroad’s locomotive power, not only lacked interest in 
basic diesel-engine research and development and made no contributions to the 
art, but were actually opposed to diesel power for road service. 

It was this attitude of mind of the traditional locomotive builders which caused 
them to lose position in the locomotive business, not General Motors capital 
resources or any lack of their own capital resources. As a matter of fact, two 
of General Motors’ competitors clearly had the financial resources and facilities 
to engage in diesel research and development. 

In 1929 American Locomotive Co. acquired the McIntosh & Seymour Corp., 
Auburn, N. Y., which it characterized in its 1929 annual report as “a leader in 
the manufacture of diesel engines.” The same annual report states that Ameri- 
can Locomotive had a net worth of $34,276,103.02, had no loans payable, and had 
in its treasury, cash and securities worth $19,103,464.56. 

In 1931 Baldwin Locomotive Works, according to its annual report for that 
year, acquired the I. P. Morris & De la Vergne, Inc., which was engaged in the 
manufacture of diesel engines. Significantly, this same annual report states the 
purpose was to add to the “volume of your company’s products outside of the 
locomotive business.” 

In 1935, a year after the first diesel road locomotive had been put in service, 
the president of one of General Motors’ competitors stated there was not 
one scintilla of evidence to justify the claim that a diesel locomotive was as low 
in cost as a steam locomotive and predicted: “Sometime in the future when all 
this is reviewed, we will not find our railroads any more dieselized than they 
are electrified.” 

In 1938, when 17 “blue ribbon” trains were being pulled across the country 
by General Motors locomotives, the president of another competitor stated: 
“For a century, as you know, steam has been the principal railroad motive power. 
It still is, and in my view will continue to be.” 

In 1945 one General Motors competitor was advertising steam locomotives as 
giving “the most for your dollar,” and another was advertising “steam is still 
supreme.” 

In 1949 the last steam locomotive built by GM’s competitors was delivered to an 
American railroad, but in October of the year before, one of General Motors’ com- 
petitors was still advertising a steam locomotive with the words “She, too, is 
truly modern.” 

It was not until 1940 that one of General Motors’ locomotive competitors built 
a passenger diesel locomotive, and it was not until 1945 that one of General 
Motors’ competitors built a diesel freight locomotive. By that date General 
Motors had over 1,000 freight locomotives in operation on the Nation’s railroads. 
With this attitude on the part of General Motors’ competitors, aside from the 
natural advantage which stemmed from General Motors’ original development 
of the product, it is not surprising that General Motors locomotives have been 
outstanding in performance compared with those of its competitors. So pro- 
nounced is this superiority that in recent years General Motors’ railroad custom- 
ers have brought competitors’ locomotives into Electro-Motive’s shops for recon- 
ditioning and to replace the competitive engines with General Motors diesels. 

It is the achievement of this technological revolution in railroad locomotive 
power which has resulted in General Motors’ success in the locomotive field. It 
originally designed and developed a new and superior product when there was 
a pressing need for this improved product by the railroads. It has continued 
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to improve and develop this new product, and it did all this while the traditional 
locomotive builders, its competitors, were turning their backs on progress. 
Perhaps it is the other locomotive builders’ failure to be competitive that has 
more than anything else accounted for General Motors’ continued high per- 
centage of the business. The 1955 staff report recognized this : 

“* * * The product previously manufactured was unsatisfactory and General 
Motors, through its research and development, made important contributions to 
transportation progress. The company contributed significantly in revitalizing 
an industry which had become moribund * * *” (p.10). 

‘“* * * General Motors entered an industry which had utilized steam as its 
primary motive power for over a hundred years. Within 9 years after General 
Motors sold its first diesel locomotive, orders for locomotives powered by diesel 
engines exceeded steam locomotive orders, and, within 17 years, production of 
steam engines ceased entirely. The diesel locomotive revolutionized the railroad 
industry. General Motors can point to its entry into this field as an example of 
the operation of a progressive company at its best—entry into a new field, with a 
new product satisfying an economic need, and offering progressive reduction in 
the pricing of its product” (p. 35). 


THE MINOR EXTENT OF GMAC FINANCING 


With this background, we can now examine the actual figures showing the 
extent to which Electro-Motive sales were financed by GMAC. The attached 
table A (revised) shows Electro-Motive sales to domestic railroads, the total 
dollars of such sales financed by GMAC, and the percentage GMAC financed sales 
are to Electro-Motive’s total sales.° A glance at these figures shows that during 
the first 2 years of sales, 1935 and 1936, GMAC financed nothing.* Only during 
the next 2 years, 1937 and 1938, was any appreciable percentage of General 
Motors’ locomotive sales financed by GMAC. In 1937, 34.4 percent and in 1938, 
42.9 percent of Electro-Motive sales were so financed. The next year, 1939, 
when Electro-Motive sales increased from approximately $10 million the year 
before to over $16 million, the percentage dropped to 4.4 percent.’ And the next 
year, 1940, when Electro-Motive sales increased to approximately $23 million, 
the percentage dropped to 2.1 percent. In 1941 it rose to 5.9 percent and from 
then until 1957, it fluctuated between zero (1943, 1946, and 1955) and 6.7 percent 
(1948). During the whole period of Electro-Motive’s operations, over 97 percent 
of its sales have been made without GMAC financing. 

These figures alone belie the claim that GMAC financing gave General Motors 
an advantage over its competitors. But they do not tell the whole story. 

Except for the years 1937 and 1938, virtually all the financing done by GMAC 
was what is known as “interim” financing. In the sense that financing has been 
discussed at the committee hearings, i. e., as the means by which railroads have 
been able to extend their payments for locomotives over a 10- to 15-year period, 
“interim” financing is not financing at all. Interim financing is a temporary form 
of financing, usually for 2 or 3 months, which is used only until the permanent 
financing becomes effective. It is needed in railroad-equipment financing pri- 
marily because an order of 100 locomotives, for example, cannot be completed all 
at once, but instead are delivered over a period of several months as the loco- 
motives are manufactured. The railroad wants to receive and use the loco- 
motives as soon as manufactured but the permanent financing cannot become 
effective until a date after which all 100 locomotives are delivered and available 
as security for the loan. Hence, interim financing is needed until the permanent 
financing takes effect. 

By its very nature, interim financing has traditionally been available from 
banks and lenders and, as the figures show, has been supplied by GMAC for only 


5In checking the facts on GMAC financing as agreed with the committee (see Mr. 
Donner’s testimony, p. 2622), it was noted that in those cases where financing was 
completed in a later year than the sales, the 1955 table did not properly allocate such 
financing to the year the sales were made. Adjustments for this factor which have been 
made in the attached table A (revised), result in increasing the percentage for 1937 from 
11.9 to 34.4 and decreasing the percentage for 1938 from 67.2 to 42.9. The adjustment 
aoe not appreciably affect the amount or percentage financed for the 2 years taken as a 
whole. 

®The assumption at the hearing that 1937 was the beginning of General Motors’ entry 
into the diesel locomotive business (p. 2618) apparently was important to the erroneous 
conclusion that GMAC financing helped Electro-Motive. 

7 With over 95 percent of Electro-Motive sales financed elsewhere, it can be assumed the 
claim “that GMAC was the instrumentality or the device that financed that vast increase” 
(p. 2619) was based on a misreading of the figures. 
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a very minor portion of Electro-Motive’s sales. In fact, at no time since 1989 
has there been any lack of funds for railroad financing of equipment purchases. 
During the latter part of 1938 and early 1989, GMAC transferred substantially all 
of its portfolio of diesel locomotive paper to various banks in St. Paul, Boston, 
New York, Newark, and Philadelphia. All was transferred at interest rates to 
the railroad below the rate charged by GMAC in the original contract, and since 
that time, banks and other lending institutions have sought and purchased loco- 
motive paper at rates generally much below those available from GMAC. 

Almost all locomotives, with very few exceptions, are financed by someone. 
Even those railroads that buy locomotives from Electro-Motive for cash, usually 
include those locomotives with other railroad equipment in a so-called equipment 
trust at a later date. Equipment trusts are handled by investment bankers who 
distribute trust certificates very widely to savings banks, pension trusts, insur- 
ance companies, and corporate and individual investors. Aside from the years 
1937 and 1938, the investment market has been eager for railroad-equipment 
obligations at low rates and favorable terms. During 1957, the tight-money 
policy of the Federal Reserve raised rates to a point where some railroads were 
reluctant to obligate themselves for 15 years. But even in 1957, adequate funds 
were available at a price, and as will be noted from table A, were available from 
sources other than GMAC for Electro-Motive sales to railroads. 


THE SIGNIFICANCE TO COMPETITION OF GMAC FINANCING 


What then is the significance of GMAC financing to Electro-Motive’s competi- 
tive position in the locomotive industry? The minor extent to which GMAC 
financed locomotives is hardly an example of “the ability of General Motors to 
employ its financial strength to secure a dominant position in the * * * diesel 
locomotive field[s]” (staff report, p. 10). It does not show, as claimed in the 
staff report (p. 10), that GMAC financing “was of inestimable advantage in 
securing a favored market position.” Nor does it substantiate the claim in the 
staff report, repeated at these hearings, that “General Motors’ great financial 
resources also aided it in penetrating a market closed to others.” 

In the first place, the meager use of GMAC funds to finance Electro-Motive 
sales to domestic railroads (less than 3 percent of Electro-Motive’s total sales 
over the years) does not constitute the employment of “great financial re- 
sources.” And, in the second place, even if Electro-Motive’s products had been 
financed largely by GMAC, it would not be an advantage over its comeptitors 
or close the market for locomotive sales to them unless those competitors were 
unable to make equally satisfactory arrangements elsewhere for financing their 
products. 

But there is no evidence of this, nor was any claim made in the staff report 
nor at the hearings before this committee that Electro-Motive’s competitors were 
unable to secure financing.’ It is interesting to note that the American Loco- 
motive Co.’s Annual Report for 1930 shows among its assets $4,987,444.38 in rail- 
road-equipment trust certificates—more than the amount of Electro-Motive 
sales financed by GMAC in 1938, the year it financed the highest percentage of 
Electro-Motive sales. 

Reference should be made to the picture of locomotive production since the 
years Electro-Motive entered it. Table B shows General Motors’ deliveries of 
locomotives to domestic railroads as compared to competitors’ deliveries during 
the 1936-57 period. 

It should be noted that during the years 1937 and 1938, when GMAC financed 
an appreciable amount (but substantially less than half) of Electro-Motive 
division’s sales, Electro-Motive’s competitors were only interested in switcher 
diesels. They were not interested in promoting the sale of diesel road locomo- 
tives and, instead, were doing everything in their power to discourage the diesel 
idea with their railroad customers and to promote the sale of steam equipment. 


® There is some implication in the staff report (p. 40) that Electro-Motive’s competitors 
could not afford to “lease” locomotives as did Electro-Motive occasionally in the very early 
period—without downpayment or cash expenditure other than a monthly payment and 
without obligation to buy. Any such implication misconceives the nature of a railroad- 
equipment lease. Under such a lease the manufacturer gets paid immediately by the banks 
which put up the money, and the rental payments by the railroad are the practical equiva- 
lent to the installments on principal plus interest on a regular loan, equipment trust, or 
conditional sales agreement. It takes no canital of the mannfacturer to lease such equip- 
ment. In fact, Mr. Hamilton recited (1955 hearings. p. 2457) how, before he joined 
General Motors in 1930 and when he was operating Electro-Motive as a small develop- 
ment and design company, he had engaged in leasing locomotives with money from the 
Cleveland Trust Co. 
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They still were building and selling steam locomotives and had the dominant 
share of the locomotive market. As the traditional locomotive builders, they 
were entrenched in a century-old business with established customers, exper- 
ienced personnel and facilities for building locomotives which far exceeded those 
of Electro-Motive’s. 

Electro-Motive’s competitors had 80 percent of the locomotive business in 1937 
and 66 percent of the business in 1938. They were in a sound position to secure 
adequate financing for their products. How then could GMAC’s financing of 
Electro-Motive sales have been an unfair advantage over competition? 

If GMAC had not existed in 1937 and 1938, Electro-Motive’s competitors would 
not have sold a single additional diesel road locomotive because they were not 
interested in selling them—not because they were unable to get adequate financ- 
ing. Not until 1940 did an Electro-Motive competitor produce a diesel road loco- 
motive, but in that year GMAC financed only 2 percent of Electro-Motive sales. 
During the subsequent years, when Electro-Motive’s competitors finally awakened 
to the technological revolution taking place in railway transportation and began 
the development, production, and sale of diesel locomotives, GMAC financing 
of Electro-Motive sales was negligible. 

What then is the significance of GMAC’s financing in 1937 and 1938? The 
staff report admits that the diesel came on the scene when the market for which 
it was designed “was notoriously weak,” when many of the railroads were 
“bankrupt or in receivership.” Mr. Hamilton testified that “it was only the 
smaller railroads and those that were in the hands of receivers that used it 


[GMAC financing]” (1955 hearings, pt. 6, p. 2460). Nor was GMAC financing 
essential to Electro-Motive’s entry into the business. 


As Mr. Hamilton again 
said (p. 2460) : 

“* * * if we had not had any of the lines in receivership, the railroads that 
were able to pay cash in those days would have kept us rolling. We could still 
have sold a lot of locomotives—the Santa Fe did not need it [GMAC financing], 
Union Pacific did not need it, Burlington did not need it, Pennsylvania in those 
days, New York Central did not need it.” 

One may conclude, therefore, that GMAC financing had no impact on competi- 
tion in the locomotive industry. It was insignificant to Electro-Motive’s business 
in the earlier years; and by 1940, when the steam locomotive builders commenced 
to produce diesel road locomotives, financing at reasonable rates was available 
for their products. If GMAC financing did anything, it made is possible during 
those 2 years for a few small, financially weak railroads to acquire diesels and 
thus help to improve their condition. 

One further point should be made. Even if it were true as the situation has 
been misinterpreted in the staff report, that the railroads could not have ob- 
tained financing for the purchase of diesel locomotives from sources other than 
General Motors or that General Motors could not have sold its locomotives unless 
it provided the financing, does it follow that it was improper or contrary to the 
public interest for General Motors or any other corporation so situated to make 
funds available so that a vastly improved product might be marketed and made 
available to a customer who needed it so badly? 

If it is not in the public interest for a manufacturer to undertake the financing 
of its own products when normal banking and financial institutions cannot or are 
unwilling to do so, then we must face up to the necessary alternatives. Should 
the innovator just sit back with his new product and wait until economic condi- 
tions change? Should he say the customer must accept the inferior product 
of those entrenched in the industry and thus proceed on the indicated course 
to receivership or bankruptcy? Or should more Government control be added 
to the railroad industry and ail the questions of need, amount, and reasons for 
financing of a new product be determined by Government employees? Certainly 
the answer is clear that, in a free-enterprise system such as ours, for the inno- 


vator of a new product to supply such financing as is necessary is far more in 
the tradition of free competition. 


OTHER ASPECTS OF GENERAL MOTORS’ FINANCIAL RESOURCES 


The staff report makes other implied criticisms of Electro-Motive’s achieve- 
ment in the diesel locomotive field on the basis of General Motors’ financial re- 
sources. Brief comment should be made as to whether the ability of the corpora- 
tion to finance what was necessary indicated wrongdoing as suggested by the 


staff report or was instead in the public interest in the effective operation of a 
free, competitive economy. 
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First, what is the significance of the fact that General Motors had capital 
resources available for the research which resulted in the development of the 2- 
cycle diesel? Mr. Hamilton testified that capital was not available in the diesel 
industry. He further testified that it was not available from banks. “If the 
problem had only been manufacturing something,” he said, “* * * there would 
have been no problem. We could have gotten the money from our own bankers 
to do that * * *. The problem was that the product that we knew how to make 
was inadequate, and to make a product which, in this case, was the engine, that 
would be adequate, was not considered in the cards at that time in the industry, 
and therefore, somebody had to supply the know-how and the energy and the 
capital to learn how to make the engine” (hearings, p. 2435). 

The availability of risk capital is a necessary foundation for the development 
of new products in a free-enterprise economy, and larger accumulations are 
necessary now for the development of new products than were needed years 
ago. If sufficiently large accumulations of capital to conduct the tremendous 
projects modern technology requires are not to be allowed, if successful invest- 
ment of risk capital is not to be given its due reward, the alternatives seem to 
be a stagnant society or socialism. 

The staff’s argument that General Motors’ position is due to initial market 
penetration, which is said to have foreclosed the market to the latecoming com- 
petitors, can be answered in part by reference to what has already been said 
about the competitive advantage the corporation allegedly gained from its avail- 
able capital. Some advantage will usually accrue to the first in any field, and 
shouldn’t it? That company has taken the risk of introducing the product and 
it has invested in overcoming consumer resistance to something new. Or may 
not the positions be looked upon in another way in this instance? As General 
Motors pointed out in its statement to the subcommittee (quoted in report, p. 43), 
may not General Motors be looked upon as the latecomer? And were not the 
established makers of steam locomotives in a better position to evaluate the 
need for diesels among their longstanding railroad customers than General Mo- 
tors? Yet they allowed the “newcomer” to attain a head start in the new field. 
These considerations raise a basic question. Is competition served by requiring 
a newcomer or a latecomer, or anyone with a new product to defer to established 
firms or established products lest the producer of the new get ahead and upset 
the traditional structure of the industry? Quite the opposite would seem to 
be true. 

Coupled with this idea of initial penetration is the staff's suggestion that the 
established firms were at a competitive disadvantage in the diesel field because 
they had to continue their production of steam locomotives, something with 
which “General Motors was not burdened” (p. 41). The corporation does not 
deny that the Electro-Motive division was free to concentrate its entire efforts 
and resources on diesels while the other firms were not. Nor does it deny that 
some competitive advantage might arise from this. It has not been shown, 
however, that it would have been impossible for one of the established firms to 
have developed a suitable diesel road locomotive before or at the time General 
Motors did. Certainly, with their diesel engine subsidiaries, they had the facil- 
ities to do so. 

Would competition or the public interest have been better served if General 
Motors had kept its 2-cycle diesel “under wraps” until other firms had reached 
its stage of development, or if General Motors had suppressed the 2-cycle diesel 
entirely? Either action would rightly have subjected the corporation to severe 
criticism, and could searcely have served the public good. The staff itseif seems 
to recognize that this might not even have been possible when it makes the fol- 
lowing comment: 

“* * * The adaptation of the diesel engine designed for switchers to pas- 
senger trains was actually requested by the railroads. One road sought out 
General Motors for a gasoline engine, and another requested a display diesel 
engine for a train of its own design. It would appear that rail orders at this 
early state preceded General Motors’ belief in the reliability of its own product” 
(report, p. 43; see also p. 38). 

In summary, we feel the record shows that General Motors’ entry in the diesel 
field resulted from the application of its inquiring mind and, admittedly, its 
financial resources to a risk venture in an industrial area in which a vacuum 
existed. On the one hand was the immdiate need for an engine which could 





'S- 
ut 
e] 
lis 
t?? 


se] 
its 
1m 
ld 


ADMINISTERED PRICES 3949 


replace the steam engine in switchers, a need being partially met by existing 
manufacturers, and the larger undefined need for a freight and passenger en- 
gine less expensive and more eflicient to operate than the steam locomotive. On 
the other hand was the lack of attention to these problems and even outright 
resistance to change on the part of the existing manufacturers. 

The staff report recognized the corporation’s contribution in revitalizing an 
industry which had become moribund, and characterized it as an example of 
the operation of a progressive company at its best. 

General Motors submits that the foregoing facts and their effects speak for 
themselves in showing that General Motors’ entry and activity in the diesel 
locomotive field have promoted technological progress through a fair competi- 
tive process in which we have excelled solely by virtue of lawful foresight, skill, 
willingness to venture, and continued research. 


THE FUTURE 


In looking back at the industrial revolution which has taken place in the brief 
span of 22 years, it is significant that the diesel locomotive is almost single- 
handedly responsible for the health and vitality during the past decade of our 
railroads, many of whom were bankrupt and all were suffering from the ravages 
of the great depression. By doing twice the work at half the cost of the steam 
locomotive, it set up an irresistible demand which taxed the capacity of all 
builders for a number of years. Because of their involvement with steam loco- 
motives and their resulting lack of technological improvement of the diesel, 
competition gave Electro-Motive a 10-year head start by default. They were 
never able to catch up and now the job of dieselizing the railroads is virtually 
completed. 

The figures for locomotive deliveries since 1950 tell a story of a rapidly de- 
clining market. Since the end of that year, sales for the total industry have 
declined almost two-thirds. Electro-Motive sales have likewise substantially 
declined, even though its percentage of the business has increased. This has 
occurred during a period of increasing economic strain for the railroad indus- 
try with rising costs, lower revenues, mounting deficits, and depleted capital. 
It can be expected that under these conditions that the manufacturer’s product 
which has acknowledged and demonstrated superiority in economy of operation 
and maintenance and longer life will gain greater acceptance. Nonetheless, 
Electro-Motive continues to encounter vigorous competition from the other loco- 
motive manufacturers on all business that becomes available. 

In June 1946 there were approximately 40,000 steam locomotives in service. 
In January 1958 there were less than 2,000 serviceable steam units, most of 
which are in storage at present traffic levels. It is estimated that all will be 
replaced by 1960. In his recent testimony before the Senate Interstate Com- 
merce Committee, James M. Symes, president of the Pennsylvania Railroad, 
sounded an ominous warning: 

“The cost of converting from steam to diesel locomotives was high—approxi- 
mately $100 million. But we have saved in the neighborhood of $100 million a 
year on this investment. There are no such savings to be had in the future, as 
the replacement of steam locomotives with diesels has just about run its course.” 

Insofar as the foreseeable future is concerned, it must be expected, that even 
if normal economic conditions exist for the railroads, diesel locomotive produc- 
tion for the United States will be limited to replacements and growth require- 
ments in continually declining number. If the financial condition of the rail- 
roads continues to worsen, it is inevitable that their capital expenditures and, 
hence, their purchases of locomotives will have to be drastically curtailed or 
stopped altogether.’ In either event, a manufacturer’s share of such a declin- 
ing and thin locomotive market will more than ever necessarily be determined 
by the operating performance, quality, and value of his product. 

(Reference: Senator O’Mahoney’s discussion with Mr. Donner before the Sub- 
committee on Antitrust and Monopoly of the Committee on the Judiciary re- 
garding competition in the locomotive industry and GMAC financing of locomo- 
tives. Hearings, p. 2623.) 


® Compare Mr. Hamilton’s description of the situation during the early thirties (vol. 6, 
1955, hearings, p. 2457). 
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Taste A (REvisep).—General Motors Corp. sales to domestic railroads by 
Electro-Motive division financed by GMAC 


Year 


Woes sans 
ade 5, 382, 000 


Net sales to 
domestic 
railroads 


$1, 653, 000 


9, 837, 000 
10, 405, 000 
16, 493, 000 
22, 848, 000 
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TABLE B.—Summary of diesel and steam locomotive deliveries by units and 
percent—General Motors versus competition, 1936-57 


Year 








Unit sales 


Percent of total 
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| Total General | ie seer k — | —— 
| Motors | | | Motors | builders 
| | | Total Diesel Steam | 
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GENERAL Motors Corp. 


COMPETITIVE BIDDING BY ELECTRO-MOTIVE DIVISION ON 200 LOCOMOTIVES FOR THE 
PENNSYLVANIA RAILROAD CO, 


There is attached a copy of a schedule prepared by the Pennsylvania Rail- 
road Co. and submitted to each of the bidders setting forth the terms of each 
bid. In the case of Electro-Motive division, page 3 of this exhibit refers to 
the bid made by the division. There is also attached a copy of the bid made by 
the Electro-Motive division of General Motors Corp. to which reference is made. 

In connection with these two exhibits, it Should be pointed out that the bid 
was submitted to the Pennsylvania Railroad Co. by the Electro-Motive division 
of General Motors Corp. Electro-Motive division was awarded 175 locomotives 
out of the total of 200 in accordance with its bid under a lease arrangement. 
The other 25 locomotives were awarded to one of the other two bidders, also 
under a lease arrangement. 

After the award to Electro-Motive division of 175 locomotives, General Motors 
Corp. organized a subsidiary, EL-MO Leasing Corp. This subsidiary purchased 
175 locomotives from Electro-Motive division and leased these locomotives 
to the Pennsylvania Railroad Co. The financing of the locomotives to be leased 
was arranged through this subsidiary. The loan and financing agreement cover- 
ing the leasing and financing of the 175 locomotives is attached. 

(Reference: Senator O’Mahoney’s request made before Subcommittee on Anti- 
trust and Monopoly of the Committee on the Judiciary on January 31, 1958, 
regarding the terms offered by EL-MO and the terms offered by others in the 


competitive bidding for the 200 locomotives as requested by the Pennsylvania 
Railroad Co. Hearings, p. 2575). 
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THE PENNSYLVANIA RAILROAD COMPANY 


General Purchasing Agent ms IS NOT, AN, O ROER 
PHILADELPHIA « This Inquiry is sent in Retola one copy for your fie 
PLEASE REPLY ON THIS SHEET 


@ Inquiry No. 


49-1957 (4726) 
Gestation 


{aQ 
1o 
uv 
I< 


must be received not loter 


October 3, 1957 





Please make your quotation in the space provided herein. It is understood that 
Seller agrees to the terms and conditions shown on each side of this inquiry. 


QUANTITY MATERIAL 


THIS INQIRY AND PROPOSAL OF BIDDER UNDER SECTION 10 OF SHE CLAYTON ACT IS FOR 


ACQUISITION OF DIESEL-ELECTRIC LOCOMOTIVES BY PURCHASE FOR CASH OR UNDER LEASE 
ON SPECIFIED BASIS. 


Bids to be opened 2:30 P.Mi., E.D.T., on date shown above in the office of the 


General Purchasing Agent, Room 1444, Transportation Center, Six Penn Center 
Plaza, Philadelphia 4, Pa. 


PLEASE QUOTE IN TRIPLICATE 


This inquiry covers the following diesel-electric locamotives in accordance with 
the attached specifications dated July 3, 1957, where applicable: 


165 Road Switching Locomotives consisting of: 


135 "A" Units — 85 4, motor 
50 6 motor 


30 “BY Units — 4 motor 


35 Switching Lecomotives 


200 Total 
Sow cn 9 suente tue cane © an, wilh Sty 


would e: to pey, ia oddition to pri 
iTracks of 











‘IHB or Electro-Motive Division 

McCook, Illinois ' BROCT nal._.ceneral Motors Corporation 

FUSE Ties delalilon on back ol hs Tore) > Fivecks of | Srbomnittod by [Fim Nome & Avthorined Slonatwre} 
| IB or 

McCook, Illinois ' BROCT ae 
Belivery [Show specilic period of time or days required to start and complete) Director of Sales 

106 Units 4th Quarter 1957 ; ; 

59 Units lst Quarter 1958 of Quotation 
Units 2nd October 9, 1957 

SPECIAL NOTE FOR BIDDERS: We desire te receive ovr moteric! by roll whenever procticable. Pleose show tne Point of Shipment end F.0.8. in terme of 
tallreed trecks, or if the quontity or your location does not permit that, then “delivered to Peansytvonic Reilrood Freight Stetion” searest your plant. We ere 
else interested ‘In your conc the material you ere quoting oa above, partic 4 pochages, minimum end 


wlerly es to stondor 
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Inquiry No. 49, 1957 (4726) 


Section 1: Quote price for locomotives if purchased for cash. 
Type locomotive: 


Road switchers: 





a a wo = oe eo ee 
ww oo we 


Bidders should submit a detailed description of the locomotives they propose 
to furnish together with specifications and general arrangement drawings, along 
with such other descriptive information they deem necessary. 

Please indicate delivery : 





DIESEL-ELECTRIC ROAD-SWITCHING LOCOMOTIVES 


Four-motor road switcher : 
A units: 45, fourth quarter 1957 ; 40, first quarter 1958. 
B units: 20, fourth quarter 1957 ; 10, first quarter 1958. 
Six-motor road switcher: 15 units, fourth quarter 1957; 9 units, first quarter 
1958 ; 26 units, second quarter 1958. 















DIESEL-ELECTRIC SWITCHING LOCOMOTIVES 


Switching: 26 units, fourth quarter 1957; 9 units, second quarter 1958. 


Should the furnishing and installation of any of the following items not be 


included in the base price, please indicate the amount of the added charge for 
the item: 





Road switching 












































Switch- 
4-motor 6-motor | ing 
A unit B unit A unit 
I lc edicmrlepinncie (!) (*) () $2, 325 
FE Pe penne Ee $9, 025 $8,581 | $13, 540 @) 
og SET SS ea a ae, 3, 645 (*) 3, 645 (3) 
(d) Air compressor (show minimum capacity) ...............--- (*) (*) (5) (8) 
I mien 1, 950 () 1, 950 (?) 
ec os eidesedeavannalieel 6, 983 @ 6, 983 | 6, 983 
IY GND i, cate amnminemedimmaapomeuiinnwsiieaines 71,113 71,113 (7) (8) 
I I a lial eae eemenidiinets Dl Eee. 91 175 
(i) Electromechanical drinking water cooler.................-.- |... 432 432 
NII I glee ds i sae seenebene @ A scsi (*) 97 
&) Awelngs oVer CBD WINGOWS.... 4oso55 once so 2n 22-20 a-- 4, Ee 66 | 66 
(2) Wind deflectors, front and rear of both side windows. -....- OP Tistincotacd 99 99 
(m) Speed recorder (show EE hie teins hchcktisndeaahro ones. (10) (?) (10) (?) 
fm yf Pe area ere 23, 404 9, 694 26, 806 10, 177 
(0) Total price per locomotive unit (base price plus line 
oh ee eh _189, 904 | 177,094 | 231,806 134, 177 
(p) Builder’s specification number and date for each type loco- 
el 11 8031 12 8040 13 8032 | 14 8035 
1 Basic. 8 M-375. 
2 Not applicable. §*NC. 
’ Basic, 6-BL. 1 C. P. basic. 
‘Ww BO, 235 at 835 revolutions per minute. 11 Jan, 2, 1957. 
5 WXG, 372 at 835 revolutions per minute. 12 June 3, 1957. 
6 + WXO, 225 at 800 revolutions per minute. 13 Sept. 18, 1953. 


M4 Sept. 23, 1953, with revision A, Oct. 1, 1956. 


Section 2: Quote as hereinafter provided for the leasing of the locomotives 
described on page 1 hereof, giving separate quotations for each type of unit, 
on the basis of a lease for an initial term of 15 years, with the option to lessee 
to extend the lease as to any or all of the locomotives subject to the lease for 
1-year terms up to a maximum of 10 years. Please specify: 

A. The annual or semiannual rental payments during the initial 15-year term. 

Each bidder will compute its rental payment on the base price it has quoted 
(or if the bidder has not submitted a quotation under sec. 1 it will indicate the 
type of locomotives to be furnished, their specifications and base price and which 
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items specified on pp. 2, 3, and 4 are included in the base price and the amount 
by which the base price would be increased by the other items described on 
pp. 2, 3 and 4). It is understood that the rent quoted for the initial term will 
be increased as the result of an increase in the base price of the locomotives 
due to the addition of extras by an amount which shall bear the same relation- 
ship to the amount of the increase in the base price as the rents quoted bear to 
the base price. 

Terms and conditions on the reverse side of our standard proposal form 
No. 1005-C, attached, will be in effect. 





Rental payments 
Type of locomotives 








—— ee 


Road switching: 


Annual Semiannual 


BEE: Dh Clon 6 dnc nc hp cp ede eh ibeasedegdadaedinewincabdORSESEKERSKESES Q) 0) 
NR Ee I id anion indie sent tncnndne ddnadenepesehOhseaseneheeaue (Q) @) 
OS. TP GENE. gh sca cnincch eee thbo~-ceeuges ipnenetés6é5saeeeRsheEs Qa 1) 
DR CNN oso Sch e cccceapncnsb liphcccdnasuxcpne ges stbhbnsaesibeciacs () (4) 





4 A schedule of semiannual rental payments is attached. 


B. The daily rental payment per locomotive during any extension of the initial 
term shall be: 


Type of locomotives : 

Road switching : Daily rate 
DI I 5 cL enters reicrirmmnnnincnnmmpeinni diana $5 
Or i cerns eres ehincenincgis ds osiciseties eh sieeres aeacbnsa ccensin ann cia soaps cos Spm 5 
ee hii ibs eae acer een mnenianieiitevariaiatamact athe: 5 

SPCCHINS DEES. wns nce t ee ielh die rn inqunre nena anianaamannentesihteniived 5 


C. As an adjustment of its rent, state below the basis upon which the bidder 
is willing to pay to railroad as lessee after the return of a locomotive or loco- 
motives at the end of the initial term or a renewal term, Sums which may be 
received by bidder in respect of the sale, lease, use or other disposition of the 
locomotives, and the limit, if any, which the bidder will accept on the amount 
or portion of such sums to be retained by the bidder in respect of the locomotives. 
The foregoing may be provided for on an estimated basis by formula if so 
desired. 

The bidder will make adjustments of the rent, up to a maximum of $2 
million upon return of a locomotive or locomotives at the end of the initial 
term Or a renewal term, in accordance with the attached schedule. 


Specification—Diesel-electric road switcher locomotive—A unit (also applies 
where applicable for B unit) and diesel-electric switcher locomotive 





Road switcher locomotives Switching locomotives 





MRUNONIER. 3. funete a idinacencam RIB 08 Bi incosecckecnentanes 1,000 to 1,200. 


| 
) 
| 


Speed, maximum miles per hour- eakioaiilatsensfapeealaaaliveneen itiiaastaninitandien eed 
Type, A. A. R. meneae.. eka aig SE MIN, GPM ie ciaann ane mie tkcmnm ed Tee 
Truck wheelbase. .-- an IR ase a eng ee Cee Rigid. 
Number of driving motors.._....| 4.and 6........--.-.--------------- 4, 
Journal bearings: 
oot babes i inccenaivee nnd at ears ..---| Solid or roller. 
0 2 eee eee é inches_- 4 .| 6% inches. 
see ee ae. os Beenates and dynamic. DiGartibcaioag Pneumatic, 
Brakes, pneumatic equinanent |} DORA. 5. ceo erccieceocccccus 6SL. 
schedule. 
ar MERON, TRUS ORF 1 DUR oc cccccnscanncananocksrersuncen 200. 
} pacity, cubic feet per minute. 
SE I ree sina eu mals Single. 
NE oii peaecsicacrsoomeecies .| 4 ee code cab signal appa- | 4 on code cab signal appa- 
coker amassed Rubber with alinement control__- Rubber or friction. 
SN ss wick dinicsieai de Alivccicoretninieilt, WRn Rance eRe ini Sine ae alia eateesisencn od A 
Drinking-water LS aad ate adensitiedaucansets Tistsinmbinieed, 
BER too oe na laaeani aaa a. 3-tone chime, 
EE eet Cloth awnings over cab side win- | Cloth awnings over cab side win- 
dows, both sides of locomotive. dows, both sides of locomotive. 
Tid, Goectors.. ........2..2.-.6- Front and rear of both side win- | Front and rear of both side win- 


dows. 


dows. 
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Exectro-MoTive DIvIsION 
Schedule of semiannual rental payments, sec. 2, par. A—Base price 

















Rental payment per unit 
Semiannual payments 
Road-switch-| Road-switch- | Road-switch- 
ing motor | ing 6-motor | ing 4motor Switching 
A unit A unit B unit unit 
De Ri I ie ttinb si coctimdntocecictnbscccas 1 $5, 550.00 1 $6, 833. 34 1 $5, 580. 00 1 $4, 133. 34 
earner citcnnnates dinatcmiigptiningicnnaents 9, 573. 75 11, 787. 50 9, 625. 50 7, 130. 00 
I cians wet cah teases seeaenneacnminagan 9, 435. 00 11, 616. 67 9, 486. 00 7, 026. 67 
BE Gel dienibtik dacidnanncenceocasonna 9, 296. 25 11, 445. 83 9, 346. 50 6, 923. 33 
ST TT AT ints neaeudnineionindnnnneete 9, 157. 50 11, 275. 00 9, 207. 00 6, 820 00 
SE EE Ei TEs wabavcdcnctddebibioddbsadinbanae 9, 018. 75 11, 104.17 9, 067. 50 6, 716. 67 
SE ie Rii nc tciteninincahnatsedtaipaieeeiwes 8, 880 00 10, 933. 33 8, 928. 00 6, 613. 33 
lc eimieen 8, 741. 25 10, 762. 50 8, 788. 50 6, 510 00 
I tect BET mtn cehe ot et eninaerbtemnn, 8, 602 50 10, 591. 67 8, 649. 00 6, 406. 67 
DOs SEN SE Cutinwnnddcdbuitebevebiocereredce 8, 463.75 10, 420. 83 8, 509 50 6, 303. 33 
Be Sn Dt ch adi nina be anitceptouneciews 8, 325. 00 10, 250. 00 8, 370. 00 6, 200 00 
I Rist uit cntihneeummaintineminerismirs 8, 186 25 10, 079.17 8, 230. 50 6,096 67 
ee ae 8, 047. 50 9, 908. 33 8, 091. 00 5, 993. 33 
AE a SE See ae ee 7, 908. 75 9, 737. 50 7, 951. 50 5. 890. 00 
a ia ae arcane sie scot pt icteemanipgeiogs 7, 770 00 9, 566. 67 7, 812 00 5, 786 67 
A EE cin canennaicndiilitdasd mentinibinenadinetic 7, 631. 25 9, 395. 83 7, 672. 50 5, 683. 34 
RT, eee 1 AU oe idk he Bins ield ec end 7,492 50 9, 225. 00 7, 533. 00 5, 580 00 
I ci tae in ccd aminminteiaeel 7, 353. 75 9, 054 17 7, 393. 50 5, 476 67 
a as a a ne aid 7,215 00 8, 883. 33 7, 254 00 5, 373. 34 
Bs I cel ea nin cpwnciin a nitneninatl 7,076 25 8, 712. 50 6, 114. 50 5, 270 00 
I a 6, 937. 50 8, 541. 67 6,975 00 5, 166. 67 
EE ning tuktadbncnninckaveceteed 6,798 75 8, 370. 83 6, 835. 50 5, 063. 34 
ll 6, 660 00 8, 200 00 6, 696 00 4, 960. 00 
A a a a a 6, 521. 25 8, 029. 17 6, 556. 50 4, 856. 67 
25, July 1, 1970 6, 382 50 7, 858. 33 6, 417. 00 4, 753. 34 
Be Bie Ng iaicnneninnnamnencamewsenuowes 6, 243. 75 7, 687. 50 6, 277. 50 4, 650. 00 
27. July 1, 1971 6, 105 00 7, 516. 66 6, 138 00 4, 546. 67 
28. Jan. 1, 1972 5, 966 25 7, 345. 83 5, 988 50 4, 443. 34 
29, July 1, 1972 5, 827. 50 7, 175.00 5, 859. 00 4,340 00 
30. Jan. 1, 1973 5, 688. 75 7, 004. 16 5, 719. 50 4, 236. 66 
1 The ist rental payment for each of the various units will be the amount shown therefor plus a charge per 
unit per day from the date of delivery and acceptance of such unit to and including June 30, 1958, as follows: 
Type of locomotive: 
Road Switching: Per day 
ee a nccbebbbeaababantons tepotonknaddhanekicwns $22. 81 
ea aaeenmnanneepehemnaeainoaneoeh 28.98 
tk ccenn. chenstocssl. chdpopdabdrentineth sen ocbbbeettncbelutctpiberindsoasé in 22. 93 
Neen nn ne eee al a eee eae he eekeeie 16. 99 


The above daily charges for the various units will be increased proportionately under the circumstances set 
forth in the instructions to sec. 2-A above. 


Schedule of rental adjustments, sec. 2, par. C 





Adjust- 





Type of locomotive Units | ment per| Maximum 
unit re- jadjustment 
turned 

Road switching: 
itn inne ncaa pmienienninnsa pian peplnans postin bhi ite 85 $9, 200 $782, 000 
a con inion inion ance nnghbaonbenpameen ee sabeansiennnants 50 12, 540 627, 
the ee REL acon tiaaabusnkimmniendpmansnatbiiehied 30 9, 200 276, 000 
itis cenit thnetE dcsnbbicmiinescasobdunenandonvehideds 35 9, 000 315, 000 
Total 





— 


ree cern ner ner am 








ADMINISTERED PRICES 3961 


5725 


115 1,750-horsepower, model GP-9 4-motor General Motors diesel-electric road- 
switching locomotives built in accordance with basic specifications No. 8031, 
dated Jan. 2, 1957, for A units and No. 8040, dated June 8, 1957, for B units, 
total consisting of 85 each A units, 80 each B units 





A B 
Base price per unit, f. o. b. our plant, McCook, Il] _.......----.-.....-.....- $166, 500 $167, 400 
Plus following extras per your inquiry No. 49, 1957 (4726): 
I en al eth eee oan liana mae ahemenai 9, 025 8, 581 
No. 24-RL brake equipment 3, 645 1 
Multiple-unit operation... ......................... 1, 950 ) 
NUN rare nt Se en wa een enenttnn maken UE Lnlenanencquaien 
Rubber draft gears with alinement control..................-......--.... 1,113 1, 113 
aE PE aE iho inne 
Electromechanical drinking-water cooler... ...............-.--..----.-..- GO Naiecaabietnee 
se ull OB Ac cntaigulontbe 
Wind deflectors, front and rear of both side windows -............-...... UP | abdiddidenonivon 
FI cn atelier 23, 404 9, 694 
Total price per unit with above extras, f. 0. b. McCook, Ill. .-......-.- 189, 904 177, 094 
1 Basic, 


Delivery: 45 A units and 20 B units, 4th quarter, 1957; 40 A units and 10 B units, Ist quarter, 1958, 
The Pennsylvania RR. Co., Oct. 9, 1957, director of sales. 


5726 


85 1,200-horsepower, model SW-1200 4-motor General Motors diesel-electric 
switching locomotives built in accordance with basic specification No. 8035, 
dated Sept. 23, 1958, revision A dated Oct. 1, 1956 


Base price per unit, f. 0. b. our plant, McCook, Ill_--------.-.-.------- $124, 000 
Plus following extras per your inquiry No. 49, 1957 (4726) : 
ee SUN ee eee ee cen guas eanuiatipmemmumennmniattiedaen 2, 325 
Nee nn ene nee a a ee atic ineret 6, 983 
Ea a era rer ad ss eae ope pimeiverenah 175 
Electromechanical drinking-water cooler__.-----.-----._-.---.-. 432 
Na IIR eee nk cesinietineaininaiosen 97 
pO ge lal a IRI eS elt SRR Ea ET 66 
Wind deflectors, front and rear of both side windows____---.-.--- 99 
Dene een een a aia aan 10, 177 
Total price per unit with above extras, f. 0. b. McCook, Ill._-.-_~ 134, 177 


Delivery : 26 units, 4th quarter, 1957 ; 9 units, 2d quarter, 1958. 
The Pennsylvania RR. Co., Oct. 9, 1957, director of sales. 
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5727 


50 1,750-horsepower, model SD-9 6-motor General Motors diesel-electric road- 
switching locomotives built in accordance with basic specification No. 8032, 
dated Sept. 18, 1953 


Base price per unit, f. 0. b. our plant, McCook, Ill__-------_----_--~- $205, 000 
Plus following extras per your inquiry No. 49, 1957 (4726) : 
nn Oa eect encceeeermenmemmaeucemserene 13, 540 
I OI eich ali cian es sag cdot omiceensineomtissiin 3, 645 
i oben siaesleigimmemppesindlenineiiiontn 1, 950 
a enssbninniosmonamenpellcacil 6, 983 
INTL 0. inkkeeseenn sas enebeinsAb bas ansciAbeKeineiconn wceninenee 91 
Electromechanical drinking-water cooler_...._...._._._..._..--~~- 432 
>" lca ittal Aaiade hal oie aiao ts 66 
Wind deflectors, front and rear of both side windows___-.------- 99 
I Aenea cbtialechbslin bie tdaicta iad hnch deed 26, 806 
Total price per unit with above extras, f. o. b. McCook, Ill_----- 231, 806 


eee 15 units, 4th quarter, 1957; 9 units, Ist quarter, 1958; 26 units, 2d quarter, 
The Pennsylvania RR. Co., Oct. 9, 1957, director of sales. 





GENERAL Motors CorP. Bonus PLAN AND StocK OpTION PLAN 
GENERAL MOTORS BONUS PLAN—1957 


(Originally approved by the stockholders August 27, 1918; thereafter modified 
from time to time; last approved by stockholders May 24, 1957) 


1. The purpose of this plan is to provide incentive and reward to employees 
who contribute to the success of the enterprise by their invention, ability, in- 
dustry, loyalty or exceptional service, through making them participants in 
that success. The term “employees” shall mean persons employed by General 
Motors Corp. or any subsidiary in which the corporation owns directly or in- 
directly substantially all of the common stock and shall include employees who 
are also directors of the corporation or of any such subsidiary. 

2. (a) The corporation shall maintain a reserve for the purposes of this plan 
and the General Motors stock option plan, to which shall be credited for each 
year an amount which the independent public accountants of the corporation 
determine and report to be 12 percent of the net earnings after deducting 5 
percent on net capital, but not in excess of the amount paid out as dividends on 
the common stock of the corporation during that year, all as hereinafter pro- 
vided, except that for any year the bonus and salary committee may in its dis- 
cretion direct that a lesser amount be credited. 

(b) Before the determination of bonus awards each year by the committee, 
the independent public accountants of the corporation shall determine and re- 
port the total amount available in the reserve. The committee may award 
bonuses which, when added to the contingent credits then to be conditionally 
credited under the General Motors stock option plan and the amount of the 
charge to the reserve pursuant to paragraph 11 (b), total the amount available 
in the reserve as determined and reported by the independent public accountants 
but the committee shall not be obliged to award as bonus the full amount so 
authorized to be awarded. Bonus awards under this plan, contingent credits 
under the General Motors stock option plan, amounts chargeable to the reserve 
pursuant to paragraph 11 (6b) and such other amounts arising out of the opera- 
tion of this plan and the General Motors stock option plan as the committee may 
determine shall be charged to the reserve. The reserve shall be deemed for all 
purposes a single, continuous reserve. Balances retained in the reserve each 
year shall, except to the extent otherwise directed by the committee, be carried 
forward and be available in a future year or years. 

(c) In the event that the amount determined and reported by the independent 
public accountants in any year as available for credit to the reserve should for 
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any reason later prove to have been more than 12 percent of net earnings after 
deducting 5 percent on net capital, the reserve shall be debited and the appro- 
priate account of the corporation shall be credited by the amount of such excess, 
except that if the amount credited to the reserve was less than the amount 
determined and reported by the accountants the amount required for adjustment 
shall be reduced by such difference; and if the amount in the reserve is less 
than the amount of such adjustment, the reserve shall be reduced immediately 
upon any subsequent credit to the reserve until the amount of the adjustment 
has been completely offset. In the event that the amount determined and re- 
ported by the independent public accountants as available in the reserve should 
for any reason later prove to have been overstated, the amount then or subse- 
quently available in the reserve shall be reduced accordingly. 

Any excess credits or charges to the reserves and any overstatement of the 
amount available in the reserve, however occasioned, shall thus be corrected 
exclusively by adjustment of the reserve then or subsequently available and not 
by recourse to any person. 

3. (a) The term “net earnings” as used in this plan shall mean, for each year, 
the amount reported in the annual statement of income which is transferred 
to earned surplus as shown by the annual statement of surplus, plus the amounts 
of the credit for such year to the reserve for the purposes of this plan and the 
General Motors stock option plan and interest on debt included in net capital 
as defined in paragraph 3 (b) and less all amounts credited to income for such 
year pursuant to paragraph 8 (0b) of this plan and paragraphs 5 (b) and 5 (ce) 
of the General Motors stock option plan or as a result of any direction of the 
bonus and salary committee under paragraph 2 (b) of this plan that any amount 
of the reserve is not to be carried forward. Interest on debt shall include 
charges or credits arising out of premium or discount paid or received with re- 
spect to such debt. 

(b) The term “net capital” as used in this plan shall mean the total of capi- 
tal stock and surplus, plus debt of General Motors Corp., as shown on the bal- 
ance sheet as of the end of the year preceding the year for which the net earn- 
ings are taken, less any treasury stock (other than stock held in the special 
account provided for in par. 10 (@)), plus or minus a proportionate allowance 
for any change during the year, based on the period of such change, in the 
amount of capital stock, surplus, or debt, from newly issued or finally retired 
capital stock (except treasury stock previously deducted) or from increase or 
decrease in the outstanding principal of debt. 

The term “debt” as used in this plan shall mean the unpaid principal amount 
of all indebtedness of General Motors Corp. as principal and not as surety 
or guarantor, having a maturity at the time of its creation of more than 1 year, 
independent of acceleration, and evidenced by a bond, debenture, or promissory 
note. 

(c) The terms “balance sheet,” “statement of income,” and “statement of sur- 
plus” as used in this plan shall mean, for each year, those statements of Gen- 
eral Motors Corp. and consolidated subsidiaries certified by the independent 
public accountants of the corporation and contained in the corporation’s an- 
nual report to stockholders. 

4. Full power and authority to construe, interpret and administer this plan 
shall be vested in the bonus and salary committee as from time to time con- 
stituted pursuant to the bylaws of the corporation. Decisions of the commit- 
tee shall be final, conclusive and binding upon all parties, including the corpora- 
tion, the stockholders and the employees, provided, however, that the commit- 
tee shall rely upon and be bound by the amount of net earnings, the amount 
of net capital, the maximum amount which may be credited to the reserve, the 
total amount available in the reserve, the total amount to be charged to the 
reserve pursuant to paragraph 11 (b) and the value of stock for award pur- 
poses, all as reported by the independent public accountants. 

5. (a) An employee shall be eligible for consideration for bonus if at the end 
of the year he is receiving a salary at or above such monthly rate (which may 
differ with respect to employees outside the United States from the rate with 
respect to employees in the United States) as the bonus and salary committee 
shall from year to year determine, but the committee may, in its discretion, 
award bonuses to employees receiving salaries below the eligible monthly rate 
in special cases. A person whose employment terminates during the year or 
who is granted a leave of absence during the year, and who at the time of such 
termination of employment or granting of leave is receiving a salary at or above 
the eligible monthly rate established for that year by the committee, may, at 
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the discretion of the committee and under such rules as the committee may 
from time to time prescribe, be awarded a bonus with respect to the period of 
his services during the year. An employee whose compensation under a con- 
tract of employment is determined in whole or in part on a commission basis 
or by the earnings of a dealership or of a sales or service branch (whether or 
not separately incorporated) shall not be eligible for bonus for the period dur- 
ing which his compensation is so determined, nor shall such compensation be 
charged against the reserve, but the bonus and salary committee shall have ex- 
clusive jurisdiction to approve, disapprove, modify or amend all plans to com- 
pensate employees, otherwise eligible for bonus, in whole or in part on a com- 
mission basis or by the earnings of a dealership or of a sales or service branch. 
A person who is compensated on the basis of fee or retainer, as distinguished 
from salary, shall not be eligible for bonus for the period during which he is so 
compensated. 

(b) Membership on a committee of directors shall not itself render a per- 
son eligible for bonus. Membership on the bonus and salary committee or on 
the audit committee shall render a person ineligible for an award of bonus. 

6. The bonus and salary committee shall have discretion with respect to the 
determination of each bonus award. Recommendations for bonus awards shall 
be made to the committee by the chairman of the board of directors, the presi- 
dent and the chairman of the financial policy committee, jointly, under such 
procedure as may from time to time be prescribed by the committee except that 
no such recommendations shall be made with respect to employees of the cor- 
poration or of any subsidiary who were in the year for which a bonus is awarded 
members of the board of directors or the operations policy committee or the 
financial policy committee, but such bonus shall be dealt with exclusively by 
the bonus and salary committee under such procedure as it may determine. 
The aggregate amount of bonus awarded in any year to executives who are also 
granted stock options in such year pursuant to the General Motors stock option 
plan shall be 75 percent of the aggregate amount of bonus which would have been 
awarded to such executives under this plan, in the opinion of the committee, if 
they were not being granted such stock options under the General Motors stock 
option plan. 

Unon final determination of bonus awards by the committee, each award of 
$1,000 or less (cash or stock of equivalent award value) shall be paid at the time 
of award. Each award of more than $1,000 shall be paid in annual install- 
ments of 20 percent or $1,000, whichever is greater, the first such installment 
at the time of award, and the remaining installments in January of each suc- 
ceeding year (until the full amount of the award is paid) if earned out by the 
beneficiary by continuing service to the corporation, at the rate of one-twelfth 
of the amonnt of the first installment for each complete month of service be- 
ginning with January of the year of the determination, except that if it shall 
be determined that a beneficiary has acted or conducted himself in a manner 
inimical or in any way contrary to the best interests of the corporation. such 
beneficinry shall lose any right to receive any portion of any installment or 
amount that would otherwise have been earned out subsequent to the first of the 
month in which such act or conduct first occurred, provided that no installment 
or amount delivered or paid prior to the date of such determination shall be 
required to be returned. The determination as to whether any act or conduct 
of a beneficiary is 'nimical or in any way contrary to the best interests of the 
corporation shall be made by the bonus and salary committee under such pro- 
cedure as may from time to time be prescribed by the committee and shall be 
made in the absolute disctetion of the committee. Any determination so made, 
including any determination of the time at which such act or conduct first 
occurred. shall be conclusive, 

7. (a) Bonus awards for any year shall be in cash or in General Motors stock 
or partly in cash and partly in General Motors stock, as the bonus and salary 
committee in its discretion shall determine. 

(b) With respect to bonus awards which become payable partly or wholly 
in cash, the amount of cash payable at the time of award shall be paid forth- 
with to the beneficiaries. The remaining cash shall be retained by the corpora- 
tion (without liability for interest) pending its being earned out by and paid to 
the beneficiaries at the time specified. 

(c) With respect to bonus awards which become payable partly or wholly 
in General Motors stock, the shares payable at the time of award shall be de- 
livered forthwith to the beneficiaries. The remaining stock shall be retained 
by the corporation as treasury stock pending its being earned out by and de- 
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livered to the beneficiaries at the times specified. On each dividend payment 
date afier March 31 of the year of an award of stock, the record date for which 
occurs after the date of the award but prior to the date of the registration of 
all such awarded stock in the name of the beneficiary, the corporation shall 
(except as otherwise provided in par. 8 (b)) pay to the beneficiary, with respect 
to any such awarded stock not registered in his name on or prior to such record 
date, an amount equal to the value of the dividends which the beneficiary would 
have received if such stock had been registered in: his name on such record date. 

8. (a) A beneficiary whose employment terminates by dismissal for cause or 
who voluntarily terminates his employment shall, unless otherwise determined in 
connection with the termination of his g@mployment, lose any right to earn out his 
unearned bonus awards. A beneficiary whose employment terminates for any 
reason other than by death or as set forth in the preceding sentence shall, un- 
less otherwise determined in connection with the termination of his employment, 
retain all rights to earn out unearned bonus awards. 

if it shall be determinea that a beneficiary who was permitted to retain his 
rights to earn out his unearned bonus awards upon termination of employment 
has, after such termination of employment, engaged, directly or indirectly, in 
any activity which is in competition with any activity of the corporation or any 
subsidiary or has, either prior to or after such termination of employment, 
otherwise acted or conducted himself in a manner inimical or in any way con- 
trary to the vest interests of the corporation, such beneficiary shall, unless 
otherwise determined, lose any right to earn out his unearned bonus awards as 
of the first of the month in which such competitive activity or such act or con- 
duct first occurred; provided that no installment or amount delivered or paid 
prior to the date of any such determination shall be required to be returned. 

Each determination provided for in this paragraph 8 (a) shall be made by the 
bonus ©) salary committee under such procedure as may from time to time be 
prescribed by the committee and shall be made in the absolute discretion of the 
committee. Any determination so made, including any determination of the 
time »t which such competitive activity or such act or conduct first occurred, 
shall be conclusive. 

(b) A beneficiary who loses his rights to earn out unearned bonus awards 
shall receive forthwith all earned-out portions of bonus awards and all amounts, 
if any, payable in accordance with provisions of }aragraph 7 (¢c) with respect 
to such earnel-out stock, but not with respect to unearned stock. As to any 
installment payable in stock, a fractional share shall not be delivered but shall 
instead be purchased by the corporation at the closing market price of the stock 
on the date of termination of earning-out rights. The unearned portions of 
bonus awards, including unearned stock at its award value, shall be credited 
to income of the corporation and any such unearned stock shall be transferred at 
such award value from the special treasury stock account designated for pur- 
poses of this plan and the General Motors stock option plan to the account for 
treasury stock which is held for other corporate purposes. 

9. If a beneficiary dies, his unpaid and undelivered bonus awards and dividend 
equivalents shall be paid and delivered to his legal representatives or to the per- 
sons entitled thereto as determined by a court of competent jurisdiction, at such 
times and in such manner as if the beneficiary were living. 

10. (a) The bonus and salary committee shall from time to time recommend 
to the corporation the purchase of stock, in such amounts as the committee may 
determine, for purposes of this plan and the General Motors stock option plan. 
Stock purchased pursuant to any such recommendation shall be valued at cost 
and placed in a special account designated for purposes of this plan and the 
General Motors stock option plan. The bonus and salary committee may before 
the close of any year and before the bonus awards for such year are determined 
recommend to the corporation the transfer to the special account of other 
treasury stock held by the corporation. Stock placed in the special account pur- 
suant to such recommendation shall be placed therein at the average value at 
which all treasury common stock (other than stock held for purposes of this plan 
and the General Motors stock option plan) is carried on the corporation’s books 
or at a value per share equal to the average of the daily closing market prices of 
General Motors common stock on the New York Stock Exchange during such 
year or the portion preceding such transfer, whichever value is higher. 

(b) Stock shall be valued for purposes of bonus awards under this plan at the 
average value, determined and reported by the independent public accountants, at 
which all stock (other than stock held in respect of bonuses awarded under this 
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plan or in respect of contingent credits conditionally credited under the General 
Motors stock option plan) is carried in the special account provided for in para- 
graph 10 (a) on such date as may be fixed by the bonus and salary committee. 

11. (a) Any corporation in which General Motors Corp. owns an interest but 
the employees of which are not eligible for bonus under this plan because Gen- 
eral Motors Corp. does not own directly or indirectly substantially all of the 
common stock may without regard to the limitations of this plan have a sepa- 
rate bonus plan. A bonus provision under such separate bonus plan shall not be 
included in or considered a part of the provision under the corporation’s plan 
nor shall awards made under such separate bonus plan be charged against the 
reserve maintained for the purposes ofd@his plan and the General Motors stock 
option plan. The income from and investment in such other corporation shall 
not be excluded from net earnings or net capital as herein defined. 

(b) Any corporation in which General Motors Corp. owns directly or indirectly 
substantially all of the common stock and which is incorporated, or does sub- 
stantially all of its business, outside of the United States, may have a separate 
bonus plan. The bonus and salary committee shall have exclusive jurisdiction on 
behalf of the corporation to approve, disapprove, or suggest amendments to all 
such plans. In each year in which there shall be a bonus provision under such 
a separate bonus plan, such provision shall, prior to the determination of bonus 
awards for such year under this plan, be charged against the reserve main- 
tained pursuant to paragraph 2 (a) to the extent of the amount available there- 
in; provided that, if for any reason less than all of the net income of any such 
corporation for the year is included in the consolidated net income of the cor- 
poration, there shall be charged to the reserve to the extent of the amount avail- 
able therein only that part of such provision which bears the same relationship 
to the total thereof as the amount of the net income for the year of such corpora- 
tion which is included in the consolidated net income of the corporation bears 
to the total net income of such corporation for the year, all as determined and 
reported by the independent public accountants. 

12. While it is contemplated that bonuses will be awarded annually, the bonus 
and salary committee shall have the right from time to time to modify or sus- 
pend this plan; provided, however, that no modification of the plan by the com- 
mittee without approval of the stockholders shall increase the maximum amount 
which may be credited to the reserve pursuant to paragraph 2 (a) or charged 
against the reserve as hereinabove provided, or change the provisions of para- 
graph 6 with respect to the aggregate amount of bonus which may be awarded 
in any year to executives who are also granted stock options in such year, 
or render any member of the bonus and salary committee or of the audit com- 
mittee eligible for an award of bonus. 

13. The expenses of administering this plan and the dividend equivalents 
which become payable hereunder shall be borne by the corporation and not 
charged against the reserve. 

14. In the event of a change in the corporation’s fiscai year, this plan shall 
apply, with pro rata adjustment in the deduction for net capital, to any inter- 
mediate period not consisting of 12 months and shall then apply to each fiscal 
year following. 

15. Every right of action by or on behalf of the corporation or by any stock- 
holder against any past, present or future member of the board of directors, 
officer or employee of the corporation arising out of or in connection with this 
plan shall, irrespective of the place where action may be brought and irrespec- 
tive of the place of residence of any such director, officer or employee, cease 
and be barred by the expiration of 3 years from whichever is the later of (a) the 
date of the act or omission in respect of which such right of action arises or 
(b) the first date upon which there has been made generally available to stock- 
holders an annual report of the corporation and a proxy statement for the 
annual meeting of stockholders following the issuance of such annual report, 
which annual report and proxy statement alone or together set forth, for the 
related period, the amount of the credits to the reserve for the purposes of this 
plan and the General Motors stock option plan and the aggregate bonus awards; 
and any and all right of action by any employee (past, present or future) against 
the corporation arising out of or in connection with this plan shall, irrespective 
of the place where action may be brought, cease and be barred by the expiration 
of 3 years from the date of the act or omission in respect of which such right 
of action arises. 

16. This plan as hereby modified shall become effective as of January 1, 1957. 
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GENERAL Morors Stock OpTIoN PLAN—1957 


(Approved by the stockholders, May 24, 1957) 


1. The purpose of this plan is to provide incentive for, and to encourage stock 
ownership by, executives of General Motors through the grant of options to 
purchase shares of General Motors common stock. The term “executives” 
shall mean executives who are employed by General Motors Corp. or any sub- 
sidiary in which the corporation owns directly or indirectly substantially all 
of the common stock and shall include executives who are also directors of the 
corporation or of any such subsidiary. , 

2. The bonus and salary committee as from time to time constituted pursuant 
to the bylaws of the corporation may grant options under this plan in each of the 
years 1958 to 1962, inclusive. Subject to the provisions of paragraph 8, the 
aggregate number of shares of General Motors common stock for which options 
may be granted shall not exceed 4 million shares and the aggregate number of 
shares for which options may be granted to any one executive shall not exceed 
75,000 shares; provided that if, prior to December 31, 1962, an option shall 
terminate for any reason without being exercised in full, the unpurchased shares 
shall become available for options to other executives. 

8. At such time or times as the bonus and salary committee may determine, 
prior to or concurrently with the determination of bonus awards under the 
General Motors bonus plan in each of the years 1958 to 1962, inclusive, the com- 
mitee shall select the executives to be granted stock options in such year. 
Recommendations as to the executives to be selected shall be made to the com- 
mittee by the chairman of the board of directors, the president and the chair- 
man of the financial policy committee, jointly, under such procedure as may 
from time to time be prescribed by the committee, except that no such recommen- 
dations shall be made with respect to executives who are members of the board 
of directors or the operations policy committee or the financial policy committee, 
but such selection shall be dealt with exclusively by the bonus and salary com- 
mittee under such procedure as it may determine. 

4. (a) At the time of, or as soon as practicable after, the determination of 
bonus awards under the General Motors bonus plan in each of the years 1958 
to 1962, inclusive, each executive whom the bonus and salary committee has 
selected, as provided in paragraph 8, shall be granted an option to purchase 
shares of General Motors common stock. 

(b) Each option shall be for three timess the number of shares of General 
Motors common stock in the contingent credit conditionally credited to such 
executive in such year as provided in paragraph 5 (a) ; provided that the number 
of shares for which options may be granted shall not exceed the limitations 
specified in paragraph 2. The purchase price of the shares of General Motors 
common stock under each option shall be 100 percent of the fair market value 
(but in no event less than the par value) of such stock at the time the option 
is granted, such fair market value to be determined in accordance with pro- 
cedures to be established by the bonus and salary committee. Each option shall 
become exercisable 18 months after the date the option is granted and, subject 
to the provisions of paragraph 4 (c), may be exercised thereafter in whole or 
from time to time in part. 

(c) Each option shall terminate at the earliest of (1) 10 years after the date 
the option is granted, or (2) 12 months after the date of termination of employ- 
ment of the executive by reason of his death, or (3) the date of termination of 
employment of the executive (i) if he is dismissed for cause or if he voluntarily 
terminates his employment without the prior written consent of the corporation, 
or (ii) if his employment terminates for any other reason prior to the expiration 
of 18 months after the date the option is granted, or (4) 3 months after the date 
of termination of employment of the executive if his employment is terminated 
otherwise than as set forth under (2) and (3) above, unless it shall be deter. 
mined prior to the termination of his employment that his option shall terminate 
at the date of termination of his employment; provided that if the employment 
of the executive is terminated under the circumstances set forth in (4) above, 
and if the executive should die prior to termination of his option, the option shall 
terminate 12 months after the date of his death or 10 years after the date the 
option was granted, whichever is earlier. Each consent or determination provided 
for in this paragraph 4 (c) shall be given or made, as the case may be, in the 
manner and with the effect set forth in paragraph 5 (c). Although a leave of 
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absence does not constitute a termination of employment, and option shall not be 
exercisable during a leave of absence granted an executive for Government 
service. With the exception of transfer by will or the laws of descent and 
distribution no option shall be assignable or transferable and an option shall be 
exercisable during the life of the executive only by him. The instruments 
evidencing options shall be in such form, consistent with this plan, as may 
be determined by the committee. 

(d) All shares purchased upon exercise of any option shall be paid for in 
full at the time of purchase. No holder of any option shall have any rights to 
dividends or other rights of a stockholder with respect to shares subjects to 
the option prior to purchase of such shares upon exercise of the option. 

5. (a) In each year in which stock options are granted to executives there 
shall be conditionally credited to each executive who is granted a stock option 
in such year a contingent credit equal to one-third of the amount of bonus awarded 
to him in that year pursuant to paragraph 6 of the General Motors bonus plan. 
Each such contingent credit shall be in General Motors common stock and for such 
number of whole shares of such stock as results from dividing the amount of the 
contingent credit by the award value of stock awarded as bonus in that year 
as determined in accordance with paragraph 10 (0) of the bonus plan. 

(b) Upon the exercise, in whole or in part, of an option granted to an execu- 
tive, the contingent credit which was conditionally credited to such executive in 
the year in which such option was granted shall be reduced by such amount as 
results from multiplying (a) the award value, as determined in accordance with 
paragraph 10 (b) of the General Motors bonus plan, of stock awarded as bonus 
in the year in which the contingent credit was conditionally credited by (b) one- 
third of the number of shares of stock which was purchased upon such exercise 
or, in case such one-third results in a fraction of a share, the next higher whole 
number. An amount equal to the reduction in the contingent credit shall be 
eredited to income of the corporation. The shares of stock corresponding to the 
reduction in the contingent cerdit shall be transferred from the special treasury 
stock account designated for purposes of this plan and the General Motors bonus 
plan to the account for treasury stock which is held for other corporate purposes 
at the award value, as determined in accordance with paragraph 10 (b) of the 
bonus plan, of stock awarded as bonus in the year in which the contingent credit 
was conditionally credited. 

(c) Upon the termination for any reason stated in paragraph 4 (c) of an op- 
tion granted to an executive, or upon the exercise in full of an option granted 
to an execultive which, pursuant to the proviso to the first sentence of paragraph 
4 (b), was for less than three times the number of shares of General Motors 
common stock in the contingent credit conditionally credited to such executive in 
the year in which the option was granted, the shares of stock corresponding to 
any balance of the contingent credit which was conditionally credited to such 
executive in the year in which such option was granted shall be delivered to 
such executive in annual installments of 20 percent of such shares, the first such 
installment in the January following the month in which such option terminated, 
~_ the remaining installments in January of each succeeding year; provided 
that: 

(1) An executive whose employment terminates by dismissal for cause or who 
voluntarily terminates his employment without the prior written consent of the 
corporation, shall not receive any installments not theretofore delivered or any 
amount which would otherwise be payable thereafter in accordance with para- 
graph 5 (d). 

(2) An executive whose employment terminates for any reason other than 
death or as set forth in (1) above shall not receive any installments not there- 
tofore delivered or any amounts which would otherwise be payable thereafter . 
in accordance with paragraph 5 (d), if it is determined in connection with the 
termination of his employment, that he should not receive any such installments 
or amounts; and provided further that if it is subsequently determined that any 
such executive has failed to render from time to time such services as the cor- 
poration may reasonably request, or has engaged, directly or indirectly, with- 
out the written consent of the corporation, in any activity which is in com- 
petition with any activity of the corporation or any subsidiary, or has. either 
prior to or after such termination of employment, acted or conducted himself 
in a manner inimical or in any way contrary to the best interests of the cor- 
poration, such executive shall not receive any installments not theretofore de- 


livered or any amounts which would otherwise be payable thereafter in accord- 
ance with paragraph 5 (d). 
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Each consent or determination provided for in paragraph 4 (c) or this para- 
graph 5 (c) shall be given or made, as the case may be, by the bonus and salary 
committee, unuer such proceuure as muy from time to time be prescribed by 
the committee and shall be given or made in the absolute discretion of the com- 
mittee. Any determination so made shall be conclusive. 

An amount equal to the contingent credits of an executive corresponding to 
the installments which, pursuant to clauses (1) and (2) above, will not be de- 
livered .o him, shall be credited to income of the corporation. The shares of 
stock representing such undelivered installments shall be transferred from the 
special treasury stock account designated tor purposes of this plan and the 
General Motors bonus plan to the account for treasury stock which is held for 
other corporate purposes at the award value, as determined in accordance with 
paragraph 10 (0b) of the bonus plan, of stock awarded as bonus in the year in 
which the corresponding contingent credit was conditionally credited. 

(d@) On each dividend payment date after March 31 of the year in which any 
contingent credit is conuitionally credited to an executive, the record date for 
which occurs after the date of such credit but prior to the date of the regis- 
tration of all such shares in such contingent credit in the name of the beneficiary, 
the corporation shall, except as provided in paragraph 5 (c), pay to the bene- 
ficiary, with respect to any shares remaining in such contingent credit on such 
record date, an amount equal to the value of the dividends which the executive 
would have received if such shares had been registered in his name on such 
record date. 

(e) Upon the death of an executive after termination of an option or upon the 
termination of an option at or after the death of an executive, the shares in his 
contingent credits that would be delivered to him pursuant to paragraph 5 (c) 
if he were living and any amounts that would be payable to him pursuant to 
paragraph 5 (d) if he were living shall be delivered and paid to his legal repre- 
sentatives or to the persons entitlei thereto as determined by a court of com- 
petent jurisdiction, at such times as they would if the executive were living. 

6. Membership on a committee of directors shall not itself render a person 
eligible for an option or a contingent credit. Membership on the bonus and 
salary comuittee or on the audit committee shall render a person ineligible to be 
granted an option or a contingent credit. 

7. The shares to be delivered upon exercise of the options shall be made avail- 
able, at the discretion of the boaru of directors, either from authorized but 
unissued shares as permitted by article fourth of the certificate of incorpora- 
tion or from shares reacquired by the corporation, including shares purchased 
in the open market. 

8. iu the event that outstanding shares of General Motors common stock shall 
be changed in number or class by reason of splitups, combinations, mergers, 
consolidations, or recapitalizations, or by reason of stock dividends, the num- 
ber and class of shares for which options may thereafter be granted, both in 
the aggregate and as to any individual, and the number and class of shares 
then subject to options theretofore granted and the price per share payable upon 
exercise of such options, and the amount of reduction in any contingent credit 
resuiting from the exercise of an option, shall be adjusted so as to reflect such 
change, all as determined by the bonus and salary committee. 

9. Full power and authority to construe, interpret and administer this plan 
shall be vested in the bonus and salary committee. Decisions of the committee 
shall be final, conclusive and binding upon all parties, including the corporation, 
the stockholders and executives. 

10. The expenses of administering this plan and the dividend equivalents 
which become payable hereunder shall be borne by the corporation and not 
charged against the reserve availabie for purposes of this plan and the General 
Motors bonus plan. 

11. Every right of action by or on behalf of the corporation or by any stock- 
holder against any past, present or future member of the board of directors, of- 
ficer or employee of the corporation arising out of or in connection with this plan 
shall, irrespective of the place where action may be brought and irrespective of 
the place of residence of any director, officer or employee, cease and be barred 
by the expiration of 3 years from whichever is the later of (a) the date of 
the act or omission in respect of which such right of action arises or (b) the 
first date upon which there has been made generally available to stockhol‘fers 
an annual report of the corporation and a proxy statement for the annual meet- 
ing of stockholders following the issuance of such annual report, which annual 
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report and proxy statement alone or together set forth, for the related period, 
the amount of the credits to the reserve for the purposes of this plan and the 
General Motors bonus plan and the aggregate number of shares for which options 
were granted and the aggregate amount of contingent credits conditionally 
credited; and any and all right of action by an executive (past, present or 
future) against the corporation arising out of or in connection with this plan 
shall, irrespective of the place where action may be brought, cease and be barred 
by the expiration of 3 years from the date of the act or omission in respect of 
which such right of action arises. 

12. The bonus and salary committee may, at any time, terminate, modify or 
suspend this plan, provided that no such modification without the approval of 
the stockholders shall increase the maximum number of shares as to which op- 
tions may be granted under the plan either in the aggregate or to any one execu- 
tive (except as permitted by par. 8), or permit the granting of options under 
this plan with an option price of less than 100 percent of the fair market 
value of General Motors common stock at the time the options are granted, or 
permit exercise of the options unless full payment is made at the time of 
exercise, or change the provisions of paragraphs 4 (0b) or 5 (a) with respect 
to the determination of the number of shares for which an option may be granted 
and the amount of a contingent credit conditionally credited to an executive, 
or (except as permitted by par. 8) change the provisions of paragraph 5 (b) 
with respect to the determination of the amount of reduction in a contingent 
credit resulting from the exercise of an option, or extend the period during which 
options may be exercised, or render any member of the bonus and salary com- 
mittee or the audit committee eligible to be granted an option or a contingent 
credit. 


MISCH-O’MAHONEY LETTERS 


CHRYSLER CorpP., 
Detroit, Mich., February 14, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, Committee on the 
Judiciary, United States Senate, Washington, D.C. 


Dear SenatToR KEFAUVER: On reading the transcript of my testimony before 
the Subcommittee on Antitrust and Monopoly on February 6, 1958, at page 
1896, I find that it quotes Senator O’Mahoney as saying: “The automobile dealer 
is supplying the capital for the manufacturer.” 

To this I replied, “That is correct, sir.” 

The comment that I understood Senator O’Mahoney to make and with which 
I agreed was as follows: “The automobile dealer is supplying his own capital, 
not the manufacturer.” 

It is not the fact that dealers advance money to Chrysler or otherwise finance 
Chrysler, and, so far as we know, this also is true of other automobile manu- 
facturers. 

In view of the foregoing we request you to correct Senator O’Mahoney’s com- 
ment to conform with my understanding of it, or in the alternative, that you 
insert this letter in the record at the end of Mr. Colbert’s testimony. 

Sincerely, 
F. W. Miscu. 


MarcH 17, 1958. 
Mr. F. W. Misc, 
Vice President, Chrysler Corp., Detroit, Mich. 


DrarR Mr. Mitscu: Senator Kefauver has been good enough to call my atten- 
tion to your letter of February 14, 1958, a copy of which is enclosed. I see 
no reason for changing the record. I mean exactly what I said and what the 
reporter set down. 

What you are trying to put in my mouth is a statement that auto dealers. 
unlike distributors of other manufactured products and unlike the purchasers 
of cars, are not entitled to credit for the purchase of cars from the manu- 
facturers. 

The complete text of our colloquy on this point follows: 

“Senator O’Manoney. Is it not a fact that in most commodities which are 
produced by national manufacturers for sale through distributorships, there are 
time payments permitted ? 

“Mr. Miscn. Of course time payments are permitted on automobiles. The 
only thing they do is they get it through independent sources and I think it 
is just a question of economics. 
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“Senator O’MAHONEY. Whom are you talking about when you say ‘they,’ the 
purchaser? 

“Mr. Miscu. Certainly. 

“Senator O’MAHONEY. I am talking about the dealer. 

“Mr. Miscu. The dealers, I think, can buy most products on a time-payment 
basis, they can buy automobiles on a time-payment basis. 

“Senator O’MaHoONEY. But not from the manufacturer. 

“Mr. MiscH. Not from the manufacturer. 

“Now a little arithmetic on the thing might be illuminating, Mr. Senator. 
In a normal month’s production of automobiles by hours, if we have a 30-day 
basis we’d have to have a quarter of a billion dollars more capital in our 
business than we have, so someone has to supply that capital. 

“It is just the practice in the—— 

“Senator O’MaHoney. That is perfectly correct. The automobile dealer is 
supplying the capital for the manufacturer. 

“Mr. Miscu. That is correct, sir. 

“Senator O’MAHONEY. By this method. 

“Mr. Miscou. That is correct.” 

When the exchange of remarks is studied in the full context which is set 
forth in the portion of the transcript quoted in this letter, I don’t believe any 
other interpretation can be placed upon the remarks than those set down by 
the reporter. 

I shall have no objection to the insertion in the hearing record of your letter 
as long as it is accompanied by my response to you. I cannot allow you to 
put language in my mouth which I did not intend. 

Sincerely yours, 
JOsEPH ©. O’MAHONEY. 


CHRYSLER CORP., 
March 28, 1958. 
Hon. JosepH C. O’MAHONEY, 
Committee on the Judiciary, United States Senate, 
Washington 25, D. C. 


Deak SENATOR O’Manoney: I have your letter of March 17, 1958, for which 
I thank you. 

In my letter of February 14, 1958, to Senator Kefauver I intended only to 
clarify the record. I misunderstood the question that you asked me at the 
hearing and by virtue of my misunderstanding I made an incorrect answer. 

My letter of February 14, 1958, to Senator Kefauver was written to make 
it clear that even though the manufacturer does not extend time-payment 
credit to the dealer in his purchase of automobiles, the dealer does not thereby 
provide capital to the manufacturer. I should appreciate it if this letter as well 
as my letter to Senator Kefauver of February 14 and your letter to me of 
March 17, 1958, would appear in the record. It certainly was not my intention 
to put any words in your mouth. 

Sincerely, 
F. W. Miscu, Vice President. 


AUTOMOTIVE FINANCE ASSOCIATION, 
Miami, Fla., April 8, 1958. 

Dear SUBSCRIBER: We are currently engaged in a survey to determine the 
eauses behind the drastic drop in new car demand insofar as these causes may 
be related to any action, or lack of action, on the part of automobile manu- 
facturers, automobile dealers, or finance agencies generally. The response to 
this survey will be integrated with the results of similar surveys currently being 
conducted, in the field, by professional economists. The results will be evaluated 
by an economist of national reputation and his report will be made available 
to those responding to this inquiry in time for their answers to be used. There 
will be no charge made for this report. 

We appreciate that general economic conditions have both a real and a psycho- 
logical impact on new car demand, but we are being asked only to concern our- 
selves with trying to determine whether or not the manufacturer, the dealer, 
or the finance agencies have contributed to the causes of the current situation 
and whether or not they could have done anything that would have prevented 
the severe drop in new car demand. 
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It is possible that your answer may be of such interest that a request may be 
made to print it in its entirety and in the interest of saving time we ask that 
you indicate in your reply whether or not we have your permission to quote you 
directly. Your desires in this regard will be strictly observed. 

Our readers part in this survey, which is being conducted industrywide both 
by mail and in the field, will be a real contribution to a serious effort which 
is currently being made to find a solution to the present difficulty. We are con- 
tributing our time and effort without charge as a service to the industry and 


your prompt response to this inquiry will be an important and appreciated 
expression of support. 


Sincerely yours, a ian 
. J. Lino, Editor. 


The comments which you will receive in response to your letter should be 
varied and interesting * * * and we all hope constructive. I think that you 
should be complimented on this survey, and certainly authorize the use of any 
of the following. 

Eliminating the obvious economic climate as a factor in the drop in new car 
sales, there still remain several major reasons for the public apathy and failure 
to purchase the 1958 models. Some of these reasons can be listed briefly as 
loss of enthusiasm and determination on the part of the dealer’s sales organiza- 
tions; lack of confidence on the part of the consumer toward the dealer; the 
continuing trend of the manufacturer toward bigger, higher priced cars. 

Something can be done about all of these and other reasons with varying 
lengths of time necessary to achieve proper results. However, the one immedi- 
ate action which would do a great deal to renew the confidence of the consumer 
as well as rekindle the entuhisasm of the sales people, would be the publishing 
and publicizing the suggested list prices of all new cars. This would eliminate 
much of the gimmicks which have caused public resentment, and offer a firm 
foundation from which automobile deals could be transacted. 

It will be interesting to see your finalized comments. 

Replying to your letter of April 8 regarding the drop in new car demand in 
our section, I wish to advise that I firmly believe that the high prices of the 
present day cars are beyond the reach of the average consumer. Also, I believe 
that the easy and long-term financing of the past 2 years has made people realize 
how much it costs to own an automobile. Of course, when business slacks up 
and unemployment increases, it means the purchaser stops and think seriously 
before entering into a long-term financing of a car, especially at the prices that 
they are selling. 

Our bank is like most other banks in the country, we have more money on 
deposit than we have had in the past several years but, the talk of the recession 
and the prices of new automobiles, the consumer has determined that he is going 
to drive his old car longer than usual. 

I believe the above reasons are some of the main causes of the decline in the 
sale of new automobiles and, I would appreciate very much being furnished with 
your results of your survey when it is completed. 

It is apparent to even the casual observer that many forces have contributed 
to the general deterioration of the new car market. In retrospect some of the 
policies of the manufacturers seem specifically designed to destroy their own 
market. Certainly the manufacturer, the dealer, and the various finance agencies 
must bear their full share of the blame for the tremendous decline in new car 
demand. 

We feel that one of the greatest deterrants to new car sales in the present 
market is price. Manufacturers and dealers alike are reluctant to face facts. 
John Q. Public is no longer standing in line to purchase an overpowered beast 
with a maze of electronic gadgets at a price his father paid for a home. Fadism 
may have influenced some of the purchasers of the imports, but we are fooling 
ourselves if we do not recognize that the rapid acceptance of these small, neatly 
crafted automobiles has been predicated on advertising that sells low cost and 
economy. 

Domestic manufacturers have been like ostriches with their heads in the sand 
in their relations with labor. We are told that they must increase the cost of 
their product about 5 percent per year to meet labors unrelenquishing demands, 
and at the same time that labor is entitled to increases commensurate with rising 
productivity. Obviously, if the increase in productivity is proportionate to the 
increase in wages, the cost does not have to be passed on to the buyer. The 
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additional units produced that can be sold at the lower price will cover the addi- 
tional wage costs. If not, the increase in productivity is pure myth. 

The farmer, the salaried workers and the businessman; in short, the man that 
must buy the products that these manufacturers turn out have been unuble to 
increase their incomes at anywhere near the rate that American car prices have 
advanced. As a result every increase, however slight, prices him just that 
much further out of the market. 

The lack of compassion for dealers by the makers has certainly depressed the 
market. General Motors, Ford, and Chrysler apparently feel that the only 
effective measure of dealer value is market penetration. As a result many 
aggressive young dealers have been encouraged to go for volume with such short 
unit profits that they were bankrupt before they had accumulated the experience 
and judgment that are prerequisite to ever becoming a franchised dealer. At 
the same time, valuable seasoned dealers who have demonstrated their ability 
to sell cars on a sound basis in good times and bad have been permitted to 
quit or change franchises without the factory ever really knowing or caring 
about the factors that precipited their move. 

Every time a dealer quits business, for whatever cause (and this is particu- 
larly true in smaller communities), the industry suffers. That dealer’s friends 
and customers develop concern about his product, delay the purchase of the new 
car they were anticipating, and further depress the market in conversation with 
their friends. 

Finally, the publicity given the manufacturers’ more-than-adequate profits has 
certainly contributed to the market’s decline. The farmer whose income has de- 
creased during the past 5 years feels that other prices must come down, and that 
his present car will serve until the automobile industry begin to feel the pinch 
as he has. Newspaper accounts of proposed congressional and local investiga- 
tions have done nothing to dispell his confidence that car prices must come down. 

In the lush sellers market that followed World War II, new dealers developed 
and prospered without ever learning any of the fundamentals of salesmanship. 
Many older established dealers found for the first time in their economic lives, 
a market where their product sold for almost any price they elected to ask. For 
nearly 6 years no salesmen were trained because none was needed. A lot of 
hungry men are lounging around showrooms today, but few hungry salesmen. 
The few salesmen that had the good fortune to earn their spurs under the 
guidance of an old-fashioned selling dealer, are finding prospects today, con- 
vincing them that they are acquiring a fine product at a price within their means, 
and collecting good commission checks at the end of the month. Unfortunately, 
few dealers, even at this late date have undertaken a comprehensive program 
for recruiting and training aggressive competent salesmen. It is axiomatic 
that well trained aggressive salesmen will sell more cars than men who stand 
around a showroom floor simply because they cannot find another sinecure 
guaranteeing $50 per week. 

Everyone knows that dealers with encouragement from their factory rep- 
resentatives, have prostituted their own market. Beginning in 1955 (the year 
prices took the big jump) they ceased selling automobiles and started selling 
terms. With short downpayments and 3-year maturities, many of those buyers 
still do not have a trading equity, if trading equity means a downpayment 
that results in real, original buyers’ equity. Current reports indicate that re- 
possessions are increasing. Experience has long since established that reposses- 
sions are the result of the purchaser’s lack of equity. A man who has lost his 
car makes a poor salesman. His friends, fellow employees and others, with 
whom he has contact, learn firsthand why now is a poor time to buy a new car. 

Aggressive dealers know that good sales are to be had on the service floor 
at 8 o’clock in the morning when customers are bringing their cars in for service. 
Still, many dealers will not go out in the service department, because that is 
where he may find an unhappy customer. 

Further indication of the lack of dealer effectiveness is to be found in his 
advertising. Imports selling for around $2,000 are finding an ever-expanding 
market. Ford, Chevrolet, and Plymouth dealers all have cars that are com- 
petitive at this price level but few of them really attempt to sell these cars. 
The few that do advertise their economy models use them as leaders. The pros- 
pect who is stimulated by this ad is immediately advised that he should not 
buy this economy model. If he feels he cannot afford the deluxe model, he 
ceases to be a prospect, for he has already been unsold on the price leader. 
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The dealer’s contribution to the improvement of the new-car market is a 
matter of improving public relations and sales methods. Fortunately com- 
petition demands, rather than precludes, action in both fields. 

The capacity to borrow on a constantly increasing debt to net worth ratio 
and the resulting anxiety for volume to absorb this capital has led the financing 
agencies into practices which have been detrimental to the automobile industry. 
Had the finance agencies adhered the principals proven by experience, certainly 
there would have been many more prospects with good trading equities coming 
into the market today. Daily, bankers and finance executives voice concern 
about the deterioration of terms. We recognize that the man who buys his new 
car with 15 or 20 percent down and 3 years to pay will have to wait many months 
before he can claim any part of his automobile as his own. That times are 
different, that cars are built to last longer, that the Federal Government will 
intercede before the onset of a real depression, are unproven theories that offer 
little consolation. Still, today, these finance agencies are fighting for business 
so aggressively that dealers are encouraged to sell on even longer terms and 
shorter equities. The result, of course, is that tomorrow’s market is being sold 
today. 

In our economic rage to live, we, the finance companies and banks, have ceased 
to lead our dealers. We've learned from bitter experience that when our dealer 
wants a more attractive package for his customer, we must acquiesce or lose 
his business to a competitor. So we give in, knowing that we in the long run are 
hurting him, his customer, ourselves and as a result the market. In the exten- 
sion of wholesale credit our actions have been prompted by the same forces. 
Every dealer who, in his fight for life, has progressed from selling out of trust 
and double flooring his inventory to discounting fictitious paper and finally col- 
lapse has had a finance company or bank behind him. Our relationship with 
our dealer has frequently been more that of a mistress than a wife. 

It certainly is not too late to rectify our errors, even in the 1958 market. The 
manufacturers can accomplish a great deal by recognizing the franchised new- 
ear dealer as the man that makes their market. It should be their primary 
objective to furnish that dealer a product, of which he can be proud and that 
he can sell at an attractive price to his ever-expanding list of prospects. If every 
factory decision is directed toward accomplishing that objective, the 7-million- 
car market, like the 4-minute mile, may soon be history. 

The dealer can make his contribution to that record market by recognizing 
that he can hire sales managers, but he cannot hire leadership. He must re- 
integrate himself in his business so that every decision he makes can be in- 
telligently predicated on sound sales and more of them. 

Finally, the finance executives must recognize their relationship with their 
dealer as a marriage in the truest sense. Realizing that anything detrimental to 
the dealer is also detrimental to them, and that the converse is also true, these 
men must predicate their every decision on a desire to build an enduring asso- 
ciation with the dealer even if it means using some of their excess funds to tem- 
porarily reduce their indebtedness. 

The sooner everyone connected with the production, sales, and distribution 
of the wonderful automobiles turned out by the industrial giants that are the 
backbone of our American economy begins to think of sales in positive terms 
again, the sooner this recession will be no more than a slight variation on the 
economist’s chart. 


In reply to your survey inquiry dated April 8, we regret that we can be of little 
assistance to you. The reason is that our company does not finance motorcars 
even though we are a wholly owned subsidiary of American Motors Corp. 

As far as the circumstances of our parent company are concerned, the sales 
of the Rambler automobiles which they manufacture would seem to indicate 
that a goodly portion of the automobile buying public has grown tired of the 
ever-increasing size, price, and operating expense on the cars being offered by 
most manufacturing companies. 

It is my personal opinion that the tremendous growth in the sales in the United 
States of foreign built automobiles and the acceptance of the Rambler cars by 
the public makes it evident that the people have either the cash or credit as 


well as the desire to buy cars that seem to them to satisfy their transportation 
requirements. 


In regards to your bulletin letter of April 8, 1958, I wish to relate our feelings 
toward the current market situation. 

We feel that much has been contributed to the present conditions from the 
manufacturer down to the local dealer. Factories by pushing production and 
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sales to dealers have greatly increased to dealers willingness to take lower profit 
cena nema companies and dealers alike to extend more lax financing to cus- 

When more lax and longtime terms are put into effect, the financing costs 
increase and tend to put the individual in a very undesirable situation. Sunder 
present conditions the factories ship us a new car for so many dollars, they are 
all unconcerned as to the market or margin of profit the dealer can make. If 
he loses $200 on the car, due to bad market conditions, they pat him on the back 
and send out another 1, or 10, if they can force them on the dealer. 

Our manufacturers today are more interested in units produced than in 
quality and marketing conditions. 

Having such long terms and lax credit on a new unit tends to deflate the pre- 
vailing price on the used unit, thus giving too great a price differential between 
the 1-year-old car compared to the new. 

We feel that it would be good for all concerned if all dealers were to start 
selling product instead of price; as well as bringing the auto business back to a 
sound financing basis instead of high finance charges and longer terms. 

If we, as dealers, do not have commonsense enough to sell our products and 
make a profitable business for ourselves, it might be well to return to the old 
OPA ceiling and credit controls of one-third down and 24 to 30 months on the 
balance, at a fair interest rate without all the hidden charges. 

Our general buying public has been fleeced, with over allowances, false adver- 
tising gimmicks, hidden finance charges and service charges until they seem to 
have gotten fed up with our ethics as auto dealers. 

The average dealer today has turned from the transportation consultant of 
the past to a slick tongued curbstone pitchman today and Mr. X car buyer, is 
about fed up with all this fast talk to sell him and the manufacturers promiscu- 
ously increasing price each and every year to add on a new button. Then the 
finance companies make it easier to buy on longer terms, but at the same time 
sticking their hands deep into Mr. X’s pocket. 

It is our firm conviction that nearly all the dealers today can quote you gim- 
micks, giveaways tricks, and fast deals by the score. We are all busy becom- 
ing well versed on this method of selling that we don’t know the first thing about 
the product that we are selling. 

We sincerely hope that at the same time a committee of some nature will start 
at the factory with the production of a new car and follow it through to the 
dealer, the finance company, and the buyer and help to force the adjustments 
necessary in every step to put the automobile business back to a good sound 
product and selling job in place of the fast buck gimmick game of today. 


This letter is in answer to your letter of April 8, 1958. I thought I would 
give you a few of my own personal thoughts in a rather hurried manner with- 
out too much time being spent as to complete continuity. 

In the first place, there does not appear to be any recession in this part of 
the country if it is considered from the standpoint of employment and wage 
earners. There does not seem to be much difference this year or over the past 
6 months as compared to the previous year or the 6 months of the correspond- 
ing previous year. However, there is a recession from the standpoint of sales 
and covering almost all fields exclusive of home building. It is my opinion that 
the recession and sales are caused primarily from two factors. Psychologically 
in that many of the stable normal buyers are not buying today because of the 
information which they read and hear through political outlets and through 
normal trade and business magazines which to a degree represent mass hysteria 
about the recession. Second, a good number of the stable buyers are not buying 
because coupled with this mass hysteria of recession, I believe there is a gen- 
eral feeling of lack of confidence in buying major commodities such as ap- 
pliances and automobiles. This lack of confidence has been generated by the 
abuse and sales practices of some of the leading manufacturers. I use the 
word stable buyer because I think that it is a key to today’s buying public. The 
stable buyer and stable individual are not in the market to buy at this time. 

To me, the backbone of our credit outlet, should be based entirely upon the 
stable buyer. He is the one whose confidence manufacturers should try most 
to maintain. The stable buyer is by nature a better credit risk, a better family 
man, a better budgeter, and a better family manager. He is also the one who 
will consistently be able to buy with the most consistent margin for the seller 
with considerably less future expense and loss from repossessions, collection 
expenses, and so forth. 
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It is my opinion that the present buyers’ recession is caused entirely by poor 
thinking on the part of major manufacturers. The past few years their sales 
and advertising programs have trended more and more to the Barnum and 
Bailey philosophy, “a new sucker is born every minute.” I think these practices 
have led the stable buyer to a present position that he does not have any con- 
fidence in the manufacturers. 

Particularly in the automobile field they have done great harm, permitted and 
led by the factory and by the giant of the factory, General Motors, in that 
they have destroyed the factory advertising delivered price of new automobiles. 

This gimmick originated by a few dealers and originated at factory levels 
succeeded in forcing most all the dealers to the practice of throwing out the 
factory-advertised delivered price. This has been substituted by a price pack 
of $300 to $600 per new car, not even consistent in price pack within small ter- 
ritories and not even consistent by individual dealers throughout the year 
model. The price pack was also a major contribution in forcing extended 
credit and longer terms, and eventually to the position where too many cars 
are sold with little or no actual downpayment. It led exclusively to the over- 
selling and abuses for the year 1955, and we will be suffering from that poor 
judgment for years to come. It is particularly discouraging that General Mo- 
tors, General Electric, and many other leading manufacturers would deteriorate 
to the so-called gimmick sales patterns that have been going on. The theory 
that a new sucker is born every minute will merely overextend the poor and 
economy buyer and get them in further trouble, and it will by the same token 
make the stable buyer lose confidence in the manufacturers and the selling 
agents or dealers. It would appear that General Motors and other similar 
leading manufacturers with shares of the market approaching a monopoly, 
would have the intelligence and long-range plan ability to lead their respective 
industry along a stable line of sound advertising, sound pricing, and business 
policies by their respective dealers. 

In summing up I can only state that I believe that every effort should be 
made to get the stable buyer back into the market. Let the manufacturers 
restore his faith and confidence and at least let the leading and major manu- 
facturers stop these ridiculous gimmick sales practices. 


This letter is in response to your inquiry of April 8 concerning a survey which 
you are making relative to the severe drop in new car demands. The following 
is only the observation of the writer and may, if you wish, be quoted. 

There has been a deterioration in the entire automotive industry from the 
manufacturer on down through the dealer. A great deal of this has been glossed 
over in fancy advertising and fancy claims, “Entirely new from the ground up,” 
“Almost too new to be true.” 

Let’s take the manufacturer. The quality of today’s automobiles does not 
compare favorably with past years. The craftsmanship and finished product are 
not good. Paint jobs are poor, many new cars are having mechanical difficulties 
(soft cam shafts, leaky automatic drive units, carburetion difficulties, etc.). 
The price of the product continues to go up and the quality continues to go down. 
Improvements in automobiles in the past few years has strictly been tinsmith 
work and not enough improvement is being really made in the cars to make the 
average man change from what he is driving. There just is not enough differ- 
ence beyond fender fins, etc. 

On the dealer level the merchandising of cars is done on such a crafty basis 
that there is a mistrust, I believe, on the part of the public toward many large 
automobile dealers. They do not really know what the price is on a car any- 
more, and I am afraid many of them feels they are going to get cheated when 
they make a purchase. Many dealers are more than a little loose with the truth. 

Service offered by the average dealer today is very poor. Ordinary mechanical 
difficulties which should be corrected with one stop at the local garage are not 
handled and it necessitates repeat calls on the part of the customer which does 
not build good will on his part toward the dealer. It appears the dealers try 
to correct whatever is wrong with the automobile but customers do not like to 
oe te 3 trips to get something handled that they feel should have been done 
n 1 call. 

To sum up, the manufacturers are going to have to give the public a better auto- 
mobile—not just change the fins on the fenders. They are going to have to pro- 
duce cars that are made with some pride of workmanship—cars that do not leak 
around the doors and in the trunk. With the tremendous technical know-how 
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of the entire industry, there still is not one really good windshield wiper on the 
market today available from American manufacturers and they continually stress 
safety in their advertising campaigns. We need some really improved auto- 
mobiles in this country and not just ina Saturday Evening Post ad. Dealers must 
clean up the muddiness that exists in the pricing of automobiles today and put 
some service back into their service departments. 

As a “tail-end Charlie” of the automobile business, i. e., one who has for 
approximately 37 years attempted to remedy as many of the errors in the sales 
distribution of automobiles as was possible, it would seem our calling would 
have a firsthand knowledge of the ills. We might have constructive suggestions 
for their elimination, but will confine this strictly to the questions you have 
promulgated. 

(1) Have longer maturities contributed to the current situation? 

But definitely. It succeeds in stretching beyond a comfortable point an obliga- 
tion which shpuld be consummated before the depreciation of the unit overtakes 
it. The prolongation of maturities has set the purchase of an automobile back 
for the exact time of the extension beyond the point where the intrinsic value 
is less than the amount to which the buyer is obligated. 

(2) Have dealer pricing practices helped? 

Again, definitely. The elimination of the so-called gimmicks would help. 
While dealer pricing is controlled by the manufacturer, the elimination of over- 
allowances and free gifts of accessories would have the effect of stabilizing the 
price per unit. Salesmen resort to selling gimmicks and accessories instead of 
selling quality and performance. 

(3) Has any policy of the auto manufacturers caused some of the current 
trouble? The auto manufacturer controls the retail sales price of the unit. The 
cost per unit determin®s the wholesale selling price of the unit to the dealer. 
The trend through the years has been the changing picture such as brighter 
colors, two-tone paint jobs and, recently, horsepower. These items have caused 
the retail price to skyrocket, leaving the door open for the foreign manufacturers 
to come into the market with a volume that cannot help but depress the demand 
for American-made products. If the manufacturer would sell performance and 
gasoline mileage, as well as a more moderate price per unit, it would go to a 
great extent toward eliminating some of the hazards. In this area the sale of 
foreign made cars is progressing by leaps and bounds due to the exorbitant price 
of standard American cars. The manufacturer, therefore, has opened wide the 
door for the intrusion of these foreign makes. 

We might mention also, as pertains to the Pacific coast area, the use of the 
so-called official wholesale automobile guide of any description in which the 
average depreciation of the first year of use of a unit is rapidly approaching 
50 percent of the retail cash price. The foregoing items of extended maturities, 
dealer pricing practices, and manufacturers policy have depressed used car values 
beyond all possible reason. It is insufferable that a brandnew unit driven out 
of the dealers showroom should immediately suffer such a depreciation. There- 
fore, there should be some method of amortization for unexpected occurrences, 
particularly in the longer maturities. We mean that the execution of a contract 
for a long period should and could contain an additional sum that might go to 
the premium on an accident and health and death insurance policy of some 
description. Until science makes it possible for any individual to look into the 
future with a 100 percent accurate forecast, the hazards of unemployment, ac- 
cident, health, and death predominate. 

Most assuredly if any thought or conclusion we have expressed will serve 
to assist you, you most certainly are privileged to use any part of it. 

Kindest regards. 


In reply to your inquiry of April 8, I will be happy to give you my views for 
whatever they may be worth on the present distressed condition of the auto- 
mobile market as related to automobile manufacturers, dealers, and finance 
resources. These views are for your use and not for general quotation. 

I believe the automobile manufacturers, aided by their dealers and abetted by 
the finance resources, oversold the real market demand in the vear 1955 by at 
least 1% million units. Inasmuch as banks and finance companies generally 
succumbed to dealer pressure, the majority of these oversold units were con- 
summated on a basis of thin equities and extended maturities: consequently, 


many of these purchasers will not discharge their purchase obligation until 
some time this year. 
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The sales credit binge which was at its peak from mid-1955 to mid-1956 had 
the inevitable result of greater than average repossession ratios and these 
distressed units have had an adverse effect upon the used car market. 

Many people who bought in 1954 or 1955, and who now express interest in a 
1958 model car are appalled at the compounded effect of four successive sub- 
stantial price increases and decide to make their present adequate transporta- 
tion do for a while longer. Finance resources generally have reached the limit 
of good judgment with respect to equities and maturities; consequently, the 
effect of these successive interim price increases reflects directly the necessity 
for more down and more per month than they had anticipated. In other words, 
while lenders were consistently extending maturities, price increases were being 
absorbed by longer terms rather than higher monthly payments, but no such 
continued absorpton is now practical or desirable. 

To sum up my views, I believe that in 1957 and 1958, the automotive industry 
is going through a period of digesting the overexcesses of 1955 and early 1956. 
I believe this digestion process is natural and healthy. Inasmuch as sales for 
the first quarter of 1958 were substantially less than the rate of scrappage for 
the period, and inasmuch as the economy in general as well as the automotive 
industry in particular may be scraping bottom by the third quarter of this year, 
then the fourth quarter, which happens to coincide with the 1959 model in- 
troduction, may well show a moderate upsurge, particularly if the manufac- 
turers can find a way to escape another round of price increases. 


Replying to your inquiry date April 8, 1958, regarding automobile sales drop, 
I wish to offer the following: 

(1) New designs, innovations, excessive use of chrome, wrap-around wind- 
shields, etc., have priced the cars out of the mass mérket. 

(2) Increased horsepower has made them uneconomical. This is a big factor 
to the fixed salary man. 

(3) For the mass buyers, the present-day American auto has too many gad- 
gets and frills. There is no such thing as making minor repairs yourself, you 
have to get a high-priced so-called skilled mechanic to point out the carburetor 
to you. Recently I purchased 8 new spark plugs to try and replace my old 
ones myself. I couldn’t find them so it cost me $3.10 for a mechanic to do it. 

(4) Every model of car is now a deluxe auto. 

I believe the answers are as follows: 

(1) Manufacturers should design and build autos for the various income 
levels. The low-priced car should be a low-priced and economy car, with no 
extras available. 

(2) Each car should be in a distinct level of its own. If a buyer wants some 
of these extras then he should buy a ear in the price bracket that he can 
afford with the extras he desires. 

(3) It does not make sense to have the same power equipment and conven- 
iences in a Ford, Plymouth, and Chevrolet as there are in a Cadillac, Lincoln, 
and Imperial. 

The auto industry has done a terrific job in educating the public that they 
are entitled to have and need the same equipment in the low-price cars. Now 
their chickens are coming home to roost. 

I think the greatest contribution to the drastic drop in new car demand, as 
well as other products, is due to extensive publicity of the recession. How- 
ever, the manufacturers, automobile dealers, and finance agencies are all re- 
sponsible to a large degree. 

The No. 1 offender is the manufacturer, in pricing his products out of reach 
of potential installment buyers. The great pressure for sales starting in 1955 
forced dealers to sell on any possible method. Since that time, small down- 
payments, 3 year and longer contracts, balloon notes, etc., have caused the aver- 
age purchaser, who usually trades from 1 to 3 years, to find that he does not 
havc enough equity to make a downpayment on a new car. Many of these long- 
term contracts are refinanced, so there is never any substantial equity in the car. 

Another factor is due to automobiles being built so much better and so much 
finer that today’s 3-year-old cars are as attractive as the new ones were a few 
years ago. Depreciation, percentagewise, may be about the same, but in dollars 
there is a great increase. 

We, in the industry, who are intensely interested in new models and expect 
every new improvement to stimulate sales, sometimes forget about the number 
of people who are more interested in keeping their present good late model, 
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without indebtedness, in spite of all the fine TV advertising, which is doing a 
wonderful job in creating a desire for new automobiles. 

It is my opinion that no credit sale should be made for more than 3 years. 
Also, all credit sales should be governed by the amount of downpayment, the 
individual, and the use of the automobile. This problem must be solved by the 
finance company and dealer. 

Due to the present trend, I think the manufacturer could help dealers by build- 
ing a lower priced car, with lower gas consumption. 

Removal cf excise tax from automobiles would stimulate our business more 
than anything at this time. Automobiles are an admitted necessity, and not a 
luxury. If a movement could be started to bring pressure from the general 
public to remove excise tax from automobiles—and other nonluxury items—I 
believe the project would be successful, and our national economy improved. 

You have my permission to quote me directly, if you so desire. 

Very truly yours, 


Your letter of April 8, 1958, requesting my opinion for the drastic drop in 
new car demand was received with interest. Yours is a timely question that 
should invoke wide and varied answers. 

It has been my opinion of several years standing that a good portion of the 
problems of automobile dealers and the problems that we are forced to assume 
by reason of our dealer associations, are direct result of automobile manufac- 
turer’s policies, ideas and approaches. For a segment of our economy as large 
and powerful, it seems to me that the automobile manufacturer is dictatorial, in- 
dependent, and greedy to the sacrifice of its dealers, related industries and the 
economy of the entire country. 

To me, the automobije manufacturers greed is evidenced by their continuing 
push for unrealistic production records. I believe the drastic drop in new car 
demand is connected with overproduction, unreasonable cost structures, and the 
lack of protective or incentive plans for franchise dealers. Also, it is my opin- 
ion that the present day new car is of a size, is equipped and powered far in 
excess of public demands. The new car is a figment of factory thinking and is 
not necessarily the result of public demand. 

I am of the opinion that a reason for our recession results from certain prac- 
tices of the automobile manufacturers. While I am not in favor of Federal 
controls, I believe that the automobile manufacturer might well be subject to 
them. 

I believe that the automobile manufacturer is taking advantage of the job 
market it offers and has used independent related industry, the banks financing 
agencies and the public as whipping boys to gain a selfish end from which now 
we all must suffer. It is not feasible to believe that the finance industry will or 
should soften terms in order to augment the factory sales program. I believe 
that we have done our share in the past and that any further giving on our part 
would be disastrous with a still futile future. I think that the automobile 
industry will have to get its own house in order and face “a prolonged non- 
profit period” such as they have forced others to do. 

Generally speaking, the new car of any make or model in the territories in 
which we operate are a drug on the market. This does not reflect on quality 
or styling, but rather on price. I am of the opinion that the factory, in order 
to reestablish a successful sales program, will have to treat their franchise 
dealers as stockholders and be in a position to furnish some help and services 
to those dealers, heretofore furnished by us without obligation or cost. 

The above represents my thinking in connection with your inquiry for infor- 
mation. I would not debate my opinions with anyone but I am firmly convinced 
that my personal operating problems, the unfortunate conditions of many fran- 
chise dealers and our general economy, is and has been, unduly influenced by 
the thinking and practices of the automobile manufacturers. 

It would be difficult, we think, to place your finger at any one point and say 
this is what caused the trouble in automobile sales. Nor do we think any 
group, manufacturers, dealers, nor finance companies could be separately named 
as the one that brought on the trouble. 

Manufacturers have pushed the cars they make, dealers have accepted them 
and sold on whatever terms it took to move the product, and the finance com- 
panies went along when the dealer wanted the car financed. All three then 
would be partly to blame. 

Another factor that may be worth thinking about.. Automobile selling was 
lucrative and many people got into the act, just as they did in the cattle busi- 











3980 ADMINISTERED PRICES 


ness. When the cattle business became unprofitable, many doctors, lawyers, 
and others who had no business trying to raise cattle got out. Now it is more 
the real cattle growers that’s left and he is again making a profit. Unfran- 
chised dealers have caused legitimate dealers untold trouble. Could be some of 
these may get weeded out, along with some franchised ones, too, but in the 
long run legitimate dealers may be better off because of this difficulty. 

Added to these things we have mentioned, one other, it seems to us, is worth 
noting—prices. The American public has absorbed until he may be reaching 
a saturation point. Some price reduction might be a big stimulant. And along 
the question of price, wouldn’t both the labor unions and employers jointly have 
a share of the blame? 

Solution? Just what answer to give here we don’t know. We do think a 
working out of the problem without a whole lot of governmental help is cer- 
tainly best. Given enough time the automobile industry along with other indus- 
tries will be better off after this has run its course. 


In reply to your inquiry of the 8th, I believe I have only one thought to con- 
tribute which you may use either completely or partially if you see fit, but without 
being quoted as to the author. I do not think it is an original idea, but it is one 
which I believe has real merit. 

Our main source of financing new automobiles is through 3 car dealers, all 
of well-known makes and standard varieties, by that I mean, generally accepted 
as some of the best. We do make direct loans, but by far the larger number 
come in through these 3 dealers. 

We have had a continuing battle with these dealers to try to keep terms down, 
both in the matter of downpayment to try to secure a satisfactory downpayment, 
and to make the terms realistic enough that there would he at all times an equity 
in the car. As you well realize, this is a very difficult thing to accomplish and 
we have not been altogether successful. 

It is my personal opinion that the dealers have been their own worst enemies 
and this must include all of them, because of their continuing push toward 
the fringe in selling beyond the individuals’ ability to pay for automobiles. 
They have in effect mortgaged their own future market. By that I mean that 
it would seem to me the best normal trend would be that if people would be in 
a condition to trade cars every 2 or 3 years, eliminating from this group, of 
course, the people who drive big mileage, then the resale would be on a somewhat 
normal basis. Some 3 years ago, however, there began an overselling campaign 
by which they got back to the prewar practice of selling to people who had too 
heavy a mortgage on the trade-in car and this naturally resulted in low down- 
payment and 3 to 4 years financing if we would allow it. We even saw some 
competitive financing through finance companies, both locally and nationally, on 
maturities of a 5-year basis. 

Always when we started talking to our dealers not to extend these terms, the 
answer was, “If I don’t do it my competitor will and I have lost my market 
anyway.” 

It is my opinion that they are now suffering as much as from this as they are 
from the lack of purchase, either for price reasons or other economic reasons. 

Thank you for the opportunity to discuss my feelings in relation to the serious 
drop in automobile sales in this area. 

Of course we all recognize that the present recession is largely psychological 
and that many families who are in an “open to buy” position are not buying be- 
eause they are concerned about reports of layoffs, decreased hours, and other 
forms of partial and full unemployment. 

I think however, that some of the decline in sales stems from an even more 
basic problem. It is evident to me that the purchase and ownership of a new 
ear has lost much in prestige over the past few years. By constantly extending 
finance terms and lowering downpayments, dealers and financing institutions 
have made it possible for almost anyone with an income of $70 or more to pur- 
ehase a new car. This in itself is not to be criticized as long as the low-income 
buyer is willing and able to sacrifice other necessities to own a car. However, it 
is my feeling that those who once purchased new cars frequently as a matter 
of conspicuous consumption now find that the prestige of such frequent pur- 
chases has been lost because every neighbor drives a new car too. AS one young 
customer told me: “We have had three cars since the war, and my wife says 
we have proved to everyone we can afford new cars, so now let’s spend our 
money for other things.” 
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Our home improvement loan volume has held up very well and in fact it 
appears we shall: have a substantial increase over last year. I am being con- 
vinced that many of the kind of people we regard as new-car buyers are changing 
their spending habits toward a more comfortable home and leisure time equip- 
ment such as boats, motors, low cost swimming pools, etc. The fellow who orig- 
inally bought a new car every few years is now finding he gains prestige in the 
eyes of friends and family by driving the car bought in 1955 an extra year or two 
and buying 2 new boat and motor for all the family to enjoy. 

There are many other factors, but I emphasize this one because I do not think 
it is getting all the attention it currently deserves. 


In reply of your letter of April 8 asking us to report our reasons for the 
present lack of new-car business. 

In our opinion the greatest fear that is present among the mature buying 
public, which are the principle sources of new-car business, has been a depression. 
This has been looked forward to as practically inevitable after the last 10 years 
of business boom. 

This mature man who experienced a depression in his childhood has never 
forgotten it and while he rode along with the business boom, the fear was ever 
present that the downturn was bound to come. He purchased his home, which 
to him was security, with a very substantial downpayment so that monthly pay- 
ments could be made even at a reduced level of income. His savings he kept in- 
tact, financing all but what he considered the bare necessities. 

In 1955 he rode the crest of the business boom with an increase in earnings, 
savings, and standard of living. His mind was lulled into a sense of security by 
him believing that whatever he considered the powers that he had conquered 
the threat of a depression. However, in the back of his mind he vowed that 
should the slightest downturn appear, he would gather up all his marbles and 
spend only what he considered bare necessities. 

This downturn appeared, he gathered up his marbles and his idea of necessities 
does not include a new automobile. 

You asked what part the manufacturer, the automobile dealer, and the finance 
company played in this situation. In our considered opinion all three played 
an equal part. The manufacturer by overproduction to meet an increased de- 
mand, the finance company by an easy money policy, the dealers by overselling. 
All three and no particular one are equally responsible. 

What we are experiencing today is a natural law of economics and history has 
yet to refute it. But because of the abnormal fear of a depression in the mind 
of the majority of the new-car buyers, he has consistently refused to place him- 
self in a position of jeopardy. 

His (I'll hold on to mine) attitude has created the situation we are experienc- 
ing today. 


Your memorandum of April 8 has been received and, naturally, we have some 
opinions as to the causes of the decline in automobile sales. 

As a bank, we are first interested in protecting the depositor’s money. Secondly, 
in making a profit by granting, among others, automobile loans. We firmly 
believe that each trade locale must have firm and equitable terms to suit that 
particular place guided by the competitive factors of larger trade centers nearby 
and consideration of the national economy picture. 

Our reputation for handling dealer paper in this instance has been good, service 
being of prime importance as well as handling the requirements of residents in 
our trade area. During the past 9 months, we have upgraded credit requirements 
and doubled our efforts to obtain more business from dealers. We have con- 
tinued to look forward to an ever-increasing volume of indirect purchasing 
through dealers, believing that our service to the community becomes much more 
valuable in this manner and furthers our growth as a bank with its many depart- 
ments benefiting from such purchases. 

The question posed by your letter in part—‘causes behind the drop in new 
car demand as related to action or lack of action”—could be answered because I 
personally believe that the lack of ability to repay large obligations caused by 
the high price of vehicles and a low income scale due to the peculiarities of our 
Florida area, have caused a decline here, Frankly, the inability to repay obliga- 
tions has been one of the main reasons for those deals not accepted from dealers. 
During 1956 and 1957, the dealers, on the other hand, have endeavored to create 
time sales by extending terms beyond 30 months which caused sales volume to 
nearly reach previous highs of 1955. Finally, the finance companies and banks 
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learned, as you well know, that these sales often resulted in repossessions with 
considerable losses. The terms then were not changed, but the dealers were re- 
quested to sign on repurchase, which is nothing more than another way to con- 
tinue sales for the factory and eventually force the dealer, if continued, out of 
business due to repossession losses and lack of customer equity for future sales. 


Your bulletin of April 8th has been received and I think the subject project 
is a worthwhile endeavor on your part. I compliment you for the interest you 
are taking in its behalf. I have the following thoughts in this connection: 

The days in the automobile business when the industry was thriving on a 
situation unparalleled in the history of the automobile business, namely, an 
increasing demand and a diminishing supply, has long since been history. 

With the possible exception of maturities on finance sales being executed too 
far in 1956 and a part of 1957 by the lending profession which, tied in with what 
might be classified as forced selling, I can’t see any particular complaint the 
lending fraternity could register against the manufacturers. They had a prod- 
uct to sell and they had a market, and they put the show on the road with 
every known sales tool that has ever been conceived in the automobile industry, 
and they got the job done. Where are wenow? Weare in a lull—re-adjustment 
period—precipitated by two things: 

No. 1. The desire of the manufacturers to not only retain their competitive 
position but to improve it and, as a result, the rat race for supremacy has no 
doubt contributed to a mild form of overproduction which had to be disposed 
of by their dealer outlets by forced selling, which was aided by the lending 
institutions having a favorable ear to long terms and small equities all of which, 
of course, was a mistake. 

No. 2. The outstanding problem as I see it now, in view of present economic 
conditions with the number of unemployed we have at the moment together 
with those that are still employed but have great apprehension about their future 
security, is a word that we have heard a lot about in recent months—“FEAR.” 

Many people would like to have new-car transportation that normally could 
have resorted to the purchase of a used car and could have signed a contractual 
obligation without any hesitancy but, now, they in some instances are unem- 
ployed and are not capable of assuming monthly payments—cannot only not buy 
a new car—but they are unable to buy a used car either. 

Prices have skyrocketed and this, in itself, has resulted in a situation that 
has chilled the thinking of a good percentage of potential buyers. They feel that 
car prices are too high and they are waiting for the day of reckoning with the 
restoration of sensible prices. If someone could come along with a solution to 
the paramount cause of not buying—fear—a great deal of our problems would 
have become past history. 

Reducing taxes would be helpful, increased defense spending would, also, be 
helpful, but a good, old-fashioned reevaluation of today’s prices in the light of 
today’s problems, with a downward readjustment of prices, it would have a 
stimulating affect on the market today. 

Then, too, our American manufacturers should by all means give immediate 
consideration to the foreign-market cars that are being sold in this country 
taking away a small but could well be used portion of the American market 
that this country is justly enitled to. There are no finer manufacturers in any 
of the foreign countries than we have right here in the United States, and steps 


should be taken to change the course of this foreign-car activity by American 
manufacturers. 


This is in reply to your request for information as to our thoughts on what 
are the causes behind the drastic drop in new-car demand. 

It is my opinion that this is related to the shortsightedness on the part of the 
automobile manufacturers in the production of 1955 models. It was only the 
manufacturers who predicted an 8-million production of new cars and then they 
produced them. Thus they were necessarily forced on the dealers, and then the 
dealers had these hanging from the rafters. They had to stretch terms, lower 
downpayments, cut profits, and all the other gimmicks to get these cars out in 
the customers’ hands. 

The dealers, through necessity, were putting great demands on the finance out- 
lets to stretch terms, and some banks and finance companies went along for this 
ride. Even the largest finance company who previously was known to be rather 
conservative went overboard with a balloon note on the end of a 24-month con- 
tract which lengthened out to more than 36 months. 
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These tactics put many a used car buyer into a new car and because of the 
high production and overtime pay, they were able to make their payments but 
never gained much equity in their cars because of the short downpayments and 
the long terms. Now, these purchasers who would normally be in the market for 
another car in 1958 cannot trade their car because the value of the car is insuf- 
ficient downpayment in relation to the increased cost of the new car (the same 
model 1958 car in relation to 1955 is anywhere from $500 to $800 higher in price 
which increases the monthly payments anywhere from $15 to $25 a month more) 
and so the bulk of these would-be purchasers cannot make the monthly pay- 
ments. Inasmuch as they were previously a used-car buyer, they are keeping 
their present used car and probably will keep it for another year or so. 

I might say here that our collection this year in relation to last year are 
good; and in relation to the national averages, they are good. This shows that 
the majority of the American public will not extend themselves beyond their 
ability to pay. 

I might say that this is my own personal opinion regarding the situation and 
I have not compiled any facts to substantiate it, but it is just my feeling of the 
situation after 21 years in the finance business. 

I do not know if this will help you, but I am happy to submit thoughts on 
this matter. 


The following is in reply to your letter of April 8. 

Undoubtedly, there are many reasons for the drop in new-car demand. In 
my opinion, 1958 models are not selling because prices are out of line and be- 
cause manufacturers have gone to extremes in styling, etc. Apparently the 
latter does not appeal to the public. 

I think it is high time the manufacturers and the unions sat down together 
and arrived at a stopping point insofar as prices go. Manufacturesr canuot go 
on increasing car prices every year without giving some thought to the car 
buyer. Maybe a price cut is in order at this time. 

Manufacturers should make a concerted effort with Uncle Sam to have the 
excise tax eliminated. Also, they should give serious thought to setting up a 
plan to pay wholesale charges for dealers’ floor plan. 

We are all aware of the fact that savings throughout the country have con- 
tinued to increase month after month, reaching alltime highs. While I do not 
mean to infer there is anything wrong with saving, I feel it can be overdone 
and apparently that is what is happening right now. 

The confidence required to start a buyers’ spree is lacking. If we are to stim- 
ulate business and open the door to more buying, steps must be taken to revive 
that confidence so that consumers will buy, especially those still employed and 
in a position to spend. 

As for the dealers, I think they have forgotten the techniques of selling. I 
wonder how many get out and knock on doors looking for sales. Do the dealers 
of today realize the importance of having experienced salespeople capable of 
meeting and talking to prospective buyers? 

If some of the foregoing had been put into effect, I feel we would not have 
the situation we have today. 

You have my permission to quote any of the above if it has any value to you. 


In reply to your letter of April 8, 1958, our opinion is offered below. 

1. We do not think the manufacturer, dealer or finance agency generally have 
been a major factor in the current recession. 

2. It is our unasked-for opinion that the following contributed more to the 
slowdown than either of the three other partys. 

A. Grossly exagerated publicity by all sources of news agencys such as spe- 
cifically newspapers, radio, and television newscasters. Specifically in our town 
our basic employment is lumber and furniture manufacturing both of which 
have been running almost to capacity, especially the lumber industry and almost 
every day even though the employees are working good they hesitate to buy 
stating that from all they hear and read they better put off buying until the 
national economy swings up. 

B. The much publicity that the Federal excise taxes on automobiles is “oing 
to be removed. Almost every day some prospect states that he is going to buy 
but will wait and save the $150 to $200 Federal excise taxes. Washington should 
state a definite policy and when that is made it is possible that a large number 
of prospects will make a purchase that they have hesitated to make. 
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‘ In response to your inquiry of April 8, 195s, in my opinion the present drop 
in new-car purchases is primarily an engineering and manufacturing problem, 
created in part by general economic conditions, but which has been building up 
for some time and is caused, in my opinion, by (1) the failure of the manu- 
facturers to produce automobiles that are economical in operation from the stand- 
point of (a) gasoline used, (b) maintenance cost, and (c) purchase price. 
There is no question but what (a) and (v) could be remedied by proper engi- 
neering and materials used, and (c) could be obtained by cost cutting on the 
part of manufacturers and labor. 
This could be greatly elaborated on, but I believe it is the principal cause 
of failure of new-car demand. 
This letter may be publicly used and quoted from if desired. 


In answer to your request as to the reason behind the drastic drop in new-car 
demand, I would like to make the following observations. 

First, the conservative type of new-car buyer, who represents a large portion of 
your new-car market has decided that he will continue to drive his slightly used 
car and is keeping a wary eye on the recession in order that his savings may not 
become depleted in an hour of need. 

Second, the group of easily sold individuals who originally bought new cars 
in the past year or so have been sold out of the market by extended terms (36 
months). I might add that our company has not offered 36-month terms as it was 
not felt that this was healthy for the industry of which we are a part. 

Third, long terms and short downpayments have made it easy to buy new cars 
in the past. As a result profit from the sale of late-model used cars have almost 
disappeared completely thereby making it more difficult for a dealer to offer what 
the buyer feels is a fair price for his late-model trade. 

Fourth, the buying public is for the first time rebelling against the increased 
cost of new cars and for this reason you will note that some of your smaller 
cars to include foreign makes are covering a portion of the market. Most of these 
sales are made to customers who are economy minded. 

In response to your letter of April 8, the following comments are being furnished 
you with the request that we not be quoted directly, for we are not seeking 
publicity and our only thought in replying to your inquiry is to contribute to your 
overall survey for whatever our thoughts might be worth to the picture as a 
whole. 

It is my personal opinion that manufacturers, dealers, and finance agencies have 
all contributed their full share to the causes of the current situation. Obviously, 
by contributing to the situation it would normally follow that they could have 
taken steps to prevent the severe drop in new-car demand. 

At this point it must be recognized that hindsight is always more revealing 
than foresight. 

In looking back, it is evident that the principal cause for the current situation 
was the uncontrolled lust for volume on the part of the manufacturers, dealers, 
and finance agencies. It is further obvious that no one segment of this triangle 
was more to blame than the other, for each followed the volume concept blindly 
without taking proper cognizance of the end results. 

Some blame the manufacturers for overproducing. Others blame the dealers 
for their sales methods, all of which have merit, but, if the finance agencies had 
not provided the credit for the dealers, then the dealers would not have been 
in a position to accept the overproduction of the manufacturers. Until the finance 
agencies are willing to accept their normal responsibility and refuse to handle 
overextension of credit and terms, as well as substandard credit, there is little 
likelihood of the situation correcting itself. 

Unless the manufacturers, dealers, and finance agencies are willing to realisti- 
cally face these problems and take proper corrective steps on a unified front, a 
healthy and profitable demand for new cars will be further delayed. 


It is our judgment that the drastic drop in new-car demand was not the re- 
sult of just one or two things. Also, this happening cannot be related entirely 
to the automobile industry or a component. We do feel though that the manu- 
facturer should have been able to foresee what did happen and that they might 
have some how softened the impact, especially to the dealers. } 

The financing agencies apparently are not hurt, but the dealers are. Every 
year the cost of the new car has gone up because of increased labor cost. in- 
creased material cost, and a more expensive design. For a while we staved off 
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the inevitable by extending terms and lowering equities, but it caught up with 
us and the one who is in the middle the most is the dealer. 

In spite of the fact that some of the dealers have gone broke, are going 
broke, and some who are very badly in the red, we say though that the present 
situation is a healthy one. Maybe through a little less demand on the part of 
labor, a lesser cost of material, and a cheaper design, we can correct the situa- 
tion for the future by offering the public a lower priced car with more reason- 
able terms, better equities and a better dealer. At this time of crisis in the 
automobile industry, let us hope that all segments of the industry makes some 
good decisions and less unselfish ones that have been made in the past. 

The only solution to the present situation is to overcome the buyer’s resistance 
and sell. It won’t be easy, but salesmanship, aided by advertisement and man- 
agement, plus a little time and spring sunshine, will reverse the present trend. 

Thank you for your letter of April 8 in connection with the survey you are 
conducting. I am a very small potato in an enormous field, and doubt that my 
views will be considered to be of much value, however, you may quote any por- 
tion of them you see fit. 

In an economy where we are told that mass selling, and consequent mass pro- 
duction, makes everything cost less, it’s a strange paradox that prices on all 
hard goods continue to advance. Although prices for 1958 were projected on a 
production figure, representing one of the top 3 or 4 years in the history of auto- 
mobile production, they were higher rather than lower. The “more things for 
more people” philosophy should include the phrase, “at higher prices.” Auto- 
mobile dealers, because they have lacked the courage to resist this trend, have 
adopted the alternative course of feeding upon themselves through overallow- 
ances, and attempts to create a mass market, even in small towns. This has re- 
sulted in the greatest depreciation of net worth among dealers that has ever oc- 
curred in a similar span of years. Finance agencies, because they too have 
failed in resisting this trend, now face a dealer situation that is filled with real 
trouble. The time-honored “recourse” arrangement now has so little real value, 
as a credit factor, in the purchase of paper, that most finance companies are for 
all practical purposes on a direct loan basis. 

It is my considered opinion that the cumulative effect of the actions, or lack 
of them, as outlined above, has caused the saturation of the automobile market. 
I further believe that another 6 months will be required to make any substan- 
tial difference in demand. In other words we are going to have to face the 
fact of losing approximately 1 year’s production in order to create the proper 
“supply and demand” atmosphere for dealers to become healthy once more. 
Manufacturers have the most to lose, and, it amazes me that they have come 
so near to destroying what used to be a truly remarkable distribution system. 

I hope that this letter may make some small contribution toward the solution 
of this truly enormous problem. 


You have asked the opinion of your subscribers on whether or not the manu- 
facturer, dealer, or finance agencies have contributed to the decline in new car 
sales. 

1. The reason we most commonly hear is the complaint about the price of 
anew car. The continued annual increase in price has finally met buyer re- 
sistance. This is proven by the percent of sales of the lower priced models of 
the various manufacturers, compared to previous years, and the increase in the 
cheaper foreign cars, and resultant lower payments for the time buyers. 

2. The slump in used car prices is a contributing factor. The trade differ- 
ences discourages potential buyers and, of course, this ties into the price of the 
new ones. 

3. I would say that the manufacturer and the finance agencies together are 
responsible for the other reason. The manufacturers introduced the “blitz” 
sales in 1955 with short downpayments and 3-year terms. The finance agencies 
bought the idea. The result is that the prospective buyer does not have the 
equity to trade, and especially with credit requirements tightened a little. 

4. Our chief concern affects the manufacturer, dealer, and finance agency. 
Thirty-six month terms have definitely proven that they postpone the normal 
trading period 1 full year for the time buyer that constitutes 65-75 percent 
of the market. It will continue so long as 36-month terms continue. Those 
dollars are lost from our industry to other industries. For the condition, the 
manufacturer, dealer, and finance agency can share the blame. It will also 
take all three of them to cure it. 
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Dear Sir: We have for comment your April 8 inquiry concerning causes be- 
hind the drop in new-car demand. 

The writer is firm in his belief that the automobile manufacturers are un- 
equivocally to blame for this fiasco. The manufacturers have followed a pric- 
ing policy which not only has destroyed their market, however has also practi- 
cally destroyed their distribution source, the automobile dealer. Outlandish 
prices for cars have forced dealers to demand greater advances and longer 
terms on finunce deals. These longer terms and greater advances have resulted 
in taking buyers out of the market for an abnormally long period and also have 
resulted in many buyers taking on an obligation that they could not fulfill— 
again often cuusing great loss to the dealer. 

The recession, of course, had something to do with the lessening demand for 
new cars. However, this lessening demand would have been noticed as far back 
as 1955 if it had not been for unsound financing terms made necessary by un- 
realistic pricing of cars. Whether they like it or not finance companies have 
to follow the pricing trend and the demand of dealers for terms that will help 
move the product in question. 

A purcheser’s new car drops 40 percent in value the day that he takes it 
home. Within 6 months it loses another 10 percent and I am referring to popu- 
lar makes of cars. For the first time in the history of the country, a popular 
make of car depreciates 50 percent during the first year. A purchaser, who 
buys his car on a 36-month time pay plan with one-third downpayment, will 
have no equity in the car for at least 18 months. The writer does not consider 
a new car a good buy today even at dealer’s cost. More and more businessmen 
are beginning to think along the same lines. The writer is of the opinion that 
it will take a 20 percent cut off of the top of the new-car price to reestablish a 
market for new cars. Decreasing the dealer’s cost will not solve the problem. 
The buying public is too smart to let a seemingly terriffic overallowance induce 
purchase of an overpriced automobile. 


Thank you for your letter of April 8, 1958, giving me the opportunity of 
expressing my views on the causes behind the drastic drop in new-car demand. 

We all know the causes are varied. The following are, in my opinion, out- 
standing. 

1. The so-called recession with the resulting increase in unemployment has 
taken vast numbers of prospective buyers out of the market. These are not 
only those actually unemployed, but the ones who are uncertain of the future. 
Right here I want to say that I believe, sincerely, this so-called recession has 
been more thoroughly sold to the public through the media of television, radio, 
and the press than any previous recession or depression in our history. We 
ean think ourselves into a recession or depression just as surely as a neurotic 
can think himself into an imaginary illness that can and often does develop 
into an actual illness. 

2. I think the factories can be blamed for their program of increasing the 
number of units produced each year over the previous year. As a result the 
dealers are pressured to inventory more cars. In order to clear their showroom 
floors for the next year’s models they sell these cars at greatly reduced prices 
resulting in too great a spread in the retail price of the new model car. 

8. The finance companies, banks, and those dealers handling their own time 
sales contracts come in for their share of criticism: We all know that for a 
number of years the new models have increased in price. In order to permit 
the customer to own a current model car without increasing the monthly pay- 
ments he enjoyed on his previous car, we have increased maturities from 24 
months to 30 months to 36 months and in some isolated cases to 42 months. Fur- 
thermore, we have allowed downpayment requirements to reduce from the old 
standard 334 percent, to 30 percent, to 25 percent to “what have you.” In 1958 
it has reached the point where there is no more “give” and the customer simply 
does not have even a semblance of a trading equity. 

4. I think the somewhat drastic style and model changes together with the 
increased delivered price of the 1958 models has definitely had an adverse effect 
on prospective customers. It has reached the point where the average buyer is 
primarily concerned with a reduction in the cost of the product and not the 
extreme styling, extra gadgets, etc. 

Getting back to the so-called recession, I like to think of it as a period of 
healthy adjustment. Locally we went through a short period of uncertainty be- 
cause of rumors of a proposed slowdown in aircraft production. The period was 
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short lived and employment is on the increase. As far as Wichita is concerned 
business is good. 
You are at liberty to quote me directly. 


Your letter of April 8 at hand, regarding our reaction to the cause for the 
drop in sales of automobiles. 

We personally feel, of course, that economic conditions and weather this fall 
and winter have had a great deal of effect on the sale of new cars in our 
locality. However, we also feel that the public as a whole have reacted rather 
strongly, if somewhat slowly, to the shoddy manner of assembling, selling, 
and delivering of the motorcar industry. We refer specifically to the poor job 
of finishing the new cars which are coming out of the various factories, i. e., 
poor job of installing hoods, trunk lids, doors, improper installation of upholstery, 
inside trim, and even to the point of a poor outside finish. 

We feel rather strongly that an industry which is trying to maintain a high ex- 
pensive list price should also be held responsible for their products which 
they are, under the present circumstances, forcing their dealers to spend extra 
dollars in service, keeping the custumer satisfied, and the dealers themselves on 
a short profit schedule. The methods of the manufacture over the years, in 
placing the dealer in a secondary position, while using propaganda at the 
factories, and doing everything and anything to sell their products, is not in 
our opinion conducive to the proper selling. 

A very good illustration is the year of 1955 where the industry, particularly 
the manufacturer, crowed about what a wonderful job of selling units. But 
nothing was or is done to help the dealer strengthen his financial position. 

Having spent the past 25 years of my life in first service, then sales, then 
finance, I am still a firm believer that to sell a product, which is a major pur- 
chase for most families, a return will have to be made soon by the factories to 
turn out a finished product which has some semblance of value to the amount of 
dollars that has to be paid for it. 


Your letter of April 8 has brought some interesting questions to mind. The 
answers when reached by this survey should be of assistance to the entire 
industry. 

Possibly one of the greatest causes for the decline in the new car industry 
is the ever-increasing conversation about recession. It is believed that this is 
having a definite psychological effect on the retail purchasers dollar. However, 
this is no doubt known by your office. 

Another effect on the market is, no doubt, the price tags accompanying the 
new car today. This price tag has a tendency to narrow the market and send 
the customer shopping for one of the low-priced, foreign imports or to the used- 
ear lot. 

Due to the large stocks of used cars on dealers’ lots, you can read about tre- 
mendous sales in newspapers every day. The potential new-car buyer feels that 
he can get a better deal by purchasing a current or 1-year-old model car than 
taking the initial loss on a new car. 

Then there is the long-term financing. One or two years ago some financing 
organizations began financing on 3- to 5-year maturities. This removed a great 
number of buyers from the market for the same length of time. This has a 
direct bearing on the market, not only for this year but a number of years to 
come. 

These are the personal opinions of the writer, and it would be appreciated if 
direct quotes are not used if anything contained herein seems quote worthy. 

In reply to your inquiry of April 8, 1958, anything that I might say would 
be repeating what others have said, however the following is my persona! 
opinion. 

I think the automobile manufacturers, automobile dealers and the finance 
ne can all share in the cause of the drastic drop in the present new-car 

emand. 

I think the financing agencies have contributed their share by permitting the 
dealers to sell their cars on the terms they have. The short downpayments 
and long terms on cars sold in 1955, 1956, and the first part of 1957 have defin- 
itely robbed 1958 of many a sale. The buyers of cars on these long terms have 
no equity in their present cars and are definitely out of the present market. 

The dealers can take their responsibility in that they were lacking in the 
intestinal fortitude to tell their district managers “no,” when they were asked 
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to overstock their inventory, making it necessary for them to force sales to 
get their inventory down to a sensible balance. 

The manufacturers, in their greed for first place in the industry, by making 
more cars than could be sold by their dealers, on a sound profitable basis and 
their methods in getting the dealers to take their cars. 

I would say that the key to the automobile business lies in the banks and 
finance companies and if they had run their agencies on a sound basis, 1955, 
1956, and 1957 may not have been so good, but by the same token we would 
be doing business now. 


I received your letter concerning your survey with reference to the causes 
behind the drastic drop in new-car demand, and I presume that you meant 
especially in this area. 

After consulting with several of our old-line automobile dealers and with 
finance company managers and bankers in this area, it is my opinion that 
the following three causes seem to be in direct relation to the problems our 
new and used-car dealers are having. 

1. New cars are priced too high (reducing public demand for them and practi- 
cally pricing many of the customers out of the market). 

2. Publicity nationwide on the Federal excise tax cut possibility in the future 
has the public waiting for it to be put into effect naturally reducing the price 
of the new car to them. 

8. General pessimism as to the end of the current recession, unemployment 
increases, and indecision on general income-tax reductions on the part of the 
Government. 

Dan, I am sure that you realize that many pages could be probably written 
on the question asked by you but in brief we feel that these three causes are 
leading to the effect of the drastic drop in new-car demand at this time. 
I respectfully ask that I not be quoted directly in this answer to you. 

If I can be of any further help to you in this survey or in the future, please let 
me know. 


Answering your letter of April 8, Iam outlining below my ideas as to the drastic 
drop in new-car sales. 

1. Out of work. 

2. Uncertainty of employment by those working. 

3. Loss of overtime. 

4. No equity in present car for trade-in purpose due to— 

A. Lower downpayments past few years. 

B. Monthly payments of 36 months and sometimes longer result in balance 
owing at the end of 1 year more than the high book on car and end of the 
second year the balance owing is approximately that of trade-in allowance. 
As a result, those that buy on time must wait until the third year to purchase 
new car when heretofore they had been buying at the end of the second year. 

5. High cost of new cars largely due to overloading and unnecessary ginger- 
bread. 

Should you use any of the above in part or in its entirety you have my per- 
mission to do so. 


Thank you for asking us about the general car market. May we express our 
humble opinions as follows: 

1. We feel that the present new cars are priced out of the market. There is 
certainly no such thing as a low-priced car. Let’s have a low-priced car or 
station wagon that might sell without the trimmings for a couple of thousand 
dollars. 

2. Our fine Government has taxed the automobile people out of the market. 
This is in line with the above suggestion. Hidden taxes have raised the cost 
so that many people have been discouraged from buying. 

3. Some financing has gone on a 30- to 36-month basis without reason. These 
things tend to keep an automobile owner from buying regularly. 

4. Too much extreme change in models has disrupted the whole industry. 
Minor changes each year would be healthy. 

We believe the lack of new-car sales is a result of several factors. Among 
these are high cost of new cars, loose terms dating back to 1955, and lack of 
faith on the part of consumers in the economic future. 

The factories have been serving up, each successive year, more and more 
nonfunctional, ornamental iron. Due to the ornamental nature of the con- 
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struction of the new cars, insurance costs have mounted. Increased horsepower 
results in very much higher operating costs. The fact that the factories have not 
insisted upon a firm and actual delivery price has also added costs. 

Terms have been extended and downpayments have been reduced to a point 
that the buyer never really acquires an equity until almost 2 years have elapsed. 
To trade into a new car means the financing of a balance so high that the 
purchaser is thrown right back into his old nonequity position. 

We think the public is a bit unsure of the future and, therefore, is reluctant 
to make commitments for a long payment period. We must also remember the 
purchaser doesn’t have to trade today—he can make do with what he has, at 
least for several months. 

These are, in our opinion, the main causes for the slowup in car sales. We 
don’t know what steps can be taken to correct and stimulate sales. When the 
public is ready they will buy, and they will buy what they want. 


We wish to compliment your organization for your approach to determine 
the basic causes behind the drastic drop in new-car demand. The result of your 
survey will be most valuable to the auto and auto finance industry. 

There are several reasons for this drop in demand for new Cars. 

We, who are in the auto loan business, have noticed that many potential car 
buyers are unable to make a new car purchase because of the lack of sufficient 
equity in the car which is currently being driven and purchased under an 
installment contract or loan. This situation exists because of the short down- 
payments and long repayment terms which finance companies and banks have 
made available for the past 2 years. 

Also, the press has been too anxious to publish news which was adverse to 
promote good business conditions. News of unemployment and drops in pro- 
duction has rated large headlines on the front page, while a factory hiring an 
additional 50 people isn’t even recognized with a new article. 

Prices of new cars have risen each year until there is not an inexpensive 
American made car. Mr. Consumer has become cost conscious. A price reduc- 
tion on new model cars of $100 per car would have a very favorable psycho- 
logical effect. 

A great part of the present lack in new-car demand is caused from psycho- 
logical feelings of consumers. 

While I am not able to give you permission to quote me, I’m happy to give 
you my candid opinion as to why I think there has been a drop in new-car 
demand. 

1. Overproduction of 1957 models and preselling 1958 market. 

2. Improper terms of 1955 and 1956—presold market. 

8. Manufacturer ignored low price field and made Ford, Chevrolet and 
Plymouth big cars. The low-price car became the middle-price car and the 
middle-price car became the high-price car. 

4. Dealers under factory stimulation demoralized market by unethical sales 
gimmicks which undermined a legitimate business. Public relations are at their 
lowest point. 

5. Finally, consumer started thinking of a car as transportation instead of 
a measure of success. 

This is the picture as I see it from where I sit. I hope my comments will 
be helpful. I shall appreciate receiving a copy of the report which you plan 
to publish based on this survey. 


Thanks for your letter of April 8 in which I have the opportunity to express 
an opinion as to “The causes behind the drastic drop in new-car demand insofar 
as these causes may be related to any action, or lack of action, on the part of 
automobile manufacturers, automobile dealers, or finance agencies generally.” 

A major factor, in my opinion, is the original cost, plus cost of operation, 
major repairs, large insurance premiums, and Federal excise taxes. I believe 
this is borne out by the tremendous increase in small-car sales over the past few 
years. Increased horsepower, which is not needed and cannot be used except 
in a few instances under present highway conditions, plus the sacrifice of com- 
fort for style, use of more parking space, and the necessity for rebuilding many 
of the older garages to accommodate the new cars, I believe are added factors. 
Head and leg room in either seat of most cars for a person of average height is 


a consideration which has been sadly neglected by the manufacturer it seems 
to me. 
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In too many cases, finance institutions have accepted paper with short down- 
payments and maturities which exceed sound business principles and which can 
only lead to loss for both dealer and themselves eventually. 


In response to your letter of April 8, 1958, relative to the “responsibility and 
possible prevention of the severe drop in new-car demand,” our comments are 
brief and based upon finance inquiries made to our corporation. 

A. Resistance to higher prices for new cars. 

(1) Talk of eliminating or reducing excise taxes. 
(2) Waiting for wage increases, both civilian and military personnel. 

B. Psychological fright; hence, doing more saving, less buying, using caution 
in adding to family debt during this scare. 

C. Upgrading in used-car market rather than purchase new car—thus, holding 
price of procurement within the family budget. 

These are listed in relationship to the number of comments from our custom- 
ers as to why they are not buying a new car. 

Hoping this will be of some little help and looking forward to seeing the com- 
pleted survey, I am 


It is a foregone conclusion that the average new-car prospect has lost con- 
fidence in the new-car dealer and his method of doing business. As a result 
many prospective purchasers become so confused when shopping for a new car 
that they just give up and decide to wait awhile. The confusion, it seems to us, 
is caused to a large extent by the many and various methods which dealers use 
to convince a prospect that he is getting the best deal going. 

Most automobile people will admit that the quality of material and workman- 
ship in automobiles has not been improved since 1955 and in some instances is 
inferior. Also, performance is about the same now as in cars produced in 1956. 

In our area terms up to 36 months and rates as low as 4 percent add on have 
been available to all worthy purchasers; therefore, we do not believe that terms 
and rates have had much to do with the slow down in sales. It does seem to 
us that if pricing of new cars could be on a more realistic basis, there would be 
less purchaser resistance. In other words if the price list quoted could be at what 
the dealer actually expects to get for the car instead of what he might like to 
get, it would revive public confidence. 

These observations are passed along in response to your letter of April 8 for 
whatever they may be worth. Certainly we have no objection to any quotations 
that you might like to make. 


Answering your communication of April 8 inviting opinions as to the cause 
of the drop in new-car sales, it is the writer’s opinion that one of the causes 
could be the steadily increasing prices of new cars and steadily declining prices 
of late model used cars. 

The increased prices of new cars have led to longer terms, resulting in lesser 
owner equity and longer periods of payment. The rapid fall off in values of 
used cars has resulted in their owners not being able to offer a trade-in unit 
of sufficient value to make it attractive to them in trading for new cars, as a 
new-car trade would require too much additional cash to make a trade. 

Undoubtedly there are many other factors more important, but the present 
recession has made the public a great deal more price conscious and dollar 
cautious and our local dealers tell us that they have a great many lookers and 
shoppers, but do not seem to be able to get together with them on a deal for a 
new car. 


Gentlemen: In reply to your letter of April 8 regarding the lack of demand 
for new cars, please be advised that we feel there are two reasons for this 
condition. 

The manufacturers are to blame first because they kept loading the cars to 
the limit, or as much as the customer could bear. This left a feeling of resent- 
ment on the part of the customer and they have not forgotten it. We all know 
that economic conditions are also to blame but the high cost of cars is the 
principle reason. In our community a laborer making $1.50 per hour cannot 
compete with the laborer building the cars at $3.50 to $4 per hour. 

The second reason is the dealers who oversold the cars a couple of years ago, 
In order to make a trade they offered long terms and carried more than they 
should have. This is leaving out a lot of potential buyers as they still owe 
too much on their present car to trade. With tight money the dealers are not 
able to place the contracts as they did a few years ago. 

You may use any part of this letter you see fit to publish. 
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In answer to your letter of April 8, 1958, regarding the reason for the slump 
in auto sales. 

I have been connected with finance companies, dealerships, and banks handling 
finance for the last 29 years and never have I seen the public so cenfused about 
the actual price asked by various dealers for the same automobile. This con- 
fusion has resulted in complete loss of confidence in the auto dealer. 

When times become unsettled it is the frugal, conservative buyer, who has 
savings and buys when he needs a car, whom we must depend on to support 
the market. He is the type of individual who window shops when he wants 
to buy a suit and, having noted the price and style, walks in and buys from the 


clothier without quibbling about the price, because for the same quality he pays 
the same in any store. 


Contrast the above situation with the car buyer. You rarely see a published 
price on a new automobile today. All dealers quote prices for “horse-trading” 
purposes, and the conservative money buyer is not a horse trader, and, lacking 
confidence in the dealers, he just continues to drive his old car. 

When the manufacturers again publish their f. 0. b. prices and dealers adhere 
to their standard markup and buy the used car for its actual value, then, and 
only then, will public confidence be restored. 


This acknowledges receipt of your letter of April 8 in connection with a sur- 
my — you are making to determine the cause of the drastic drop in new car 

emand. 

Frankly, I feel that the major factor causing this drop is the continuous rise 
in the price of the new cars in contrast to the continuous drop in the value 
of used cars. For the past several years the manufacturers have continued to 
raise the wholesale cost of their cars to the dealers, who in turn have been 
forced to pass this on to the purchasers. This worked out satisfactorily as 
long as the used cars maintained a good value; however, for the past several 
months in this locality the price of the used cars has continuously dropped and 
the spread has therefore widened between the value of the two. Consequently, 
the customers have not had enough equity in their trade-ins to enable them 
to trade for new cars and at the same time keep their payments within their 
budget. It seems that one solution to this at the present time is for the manu- 
facturers to hold the line on the price of their new cars and to spend more time 
and money toward developing a cheaper car instead of increasing horsepower, 
ete. 

We will be delighted to receive a copy of the results of your survey as we 
feel that it would hold quite a bit of interest for all persons connected with 
automobile financing. 


It is difficult to place the blame for the decided lack of new automobile sales 
on either the manufacturer, dealer or the finance agencies as all have apparently 
contributed to the cause of the current situation. 

The manufacturer can probably be blamed for the styling which is somewhat 
lacking in appeal and in the price which is meeting more and more resistance. 
Dealers are not blameless in that the lack of selling effort on their part has 
certainly contributed to the lack of sales. Finance agencies and the dealers 
both are to blame for the credit excesses which were prevalent in 1955 and 1956 
in promoting and permitting longer terms which tended to keep potential buyers 
out of the market too long. 

Local economic situations have of course been important in general business 
conditions and for the most part are beyond manufacturer, dealer or lending 
agencies. The buildup in savings and repayments of installment credit exceed- 
ing new extensions is building a backlog of potential purchasing power which 
ean be utilized when the consuming public is persuaded to step out and buy. 


This is in repiy to your request for comment on the drastic drop in the demand 
for new automobiles. I can not of course account for the overall picture but I 
can tell you about my own personal experience. 

Until last year I have never paid much attention to our automobile expenses 
because the insurance companies paid us on a mileage basis. Last year, prior 
to November, we had a Chrysler New Yorker and we realized suddenly that 
our outlay for gas, etc. was exceeding the reimbursement from insurance com- 
panies. We found mileage less than 10 miles per gallon on the average. Then 
too, business was off. We found it expedient to junk the Chrysler and we then 
bought a 1958 Rambler. We now find that we are again on the right side of the 
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books on the basis of being reimbursed at the rate of 10 cents per mile as we 
average between 25 and 35 miles per gallon. This might be one of your an- 
swers. 


You may quote this letter in any way you wish. 


In answer to your letter of April 8, it is my impression that the current drop 
in car demand is due as much to laxity on the part of the selling dealers as 
anything else. 

We are doing business with a volume Chrysler-Plymouth dealer. This man 
devotes at least 10 hours a day to his job, including weekends. He insists upon 
the salesman being on the floor at all times, and he maintains an excellent 
followup system on former buyers. If a salesman has trouble in closing, it 
is not unusual for this man to step in and complete the deal. As a result, this 
dealership is doing a tremendous business and has done so all year. 

It would be my conclusion that the car situation can be remedied by hard 
work on the part of the dealer. I would not want to be quoted on this, because 
we are in a small town and we have done business with several dealers, some 
of whom might take exception to these remarks of mine. 

Therefore, it would seem to me that the main solution to this difficulty lies 
in intensive sales effort on the part of each and every dealer and salesman, and 
in being certain that the dealer and the salesman are on the floor at all times. 

In reply to your inquiry of April 8, you indicate a survey is being made to 
determine the causes behind the drastic drop in new car demand. 

My opinion is that new car prices are much too high and could be reduced if 
labor was required to produce in proportion to wage increases. Also, many of 
the gadgets could be eliminated and a smaller, more economical car should be 
developed. 

Many dealers have a sales force that have been “order takers” rather than 
salesmen for the past several years. Dealers will have to reorganize their sales 
organizations. 

Financing agencies should eliminate the past practice of financing new cars 
for a term of 40 months or more, as we are now getting the effects of the 1955 
long-term financing. 


Again, this will require salesmanship on the part of dealers. 


Dear Smr: From my observation of practices which have hurt the automotive 
industry, I believe that the almost universal practice of dealers inflating their 
quoted cash retail delivery prices, is the most vicious. It has made the public 
believe that the cost of new cars has reached prohibitive amounts, and the in- 
flated trade-in values has made the public wary of the dealer’s honesty. 

It is impossible to get a quotation of delivered price on the same make, model, 
and equipment of a new car from two different dealers handling the same line. 
I believe that if the dealers would go back to the practice of posting the 
delivered price of each car, together with the list of equipment, as they did 
in the days of OPA and that every dealer handling the same make of car quoted 
the same price, would do more to restore confidence than any other one thing. 

Sincerely yours, 


I have your letter of April 8 regarding the new-car situation in the United 
States. We feel that the public has been oversold in the past, as in many cases 
the long terms available made it easier to buy a new car than a late model used 
car. By the time the purchaser has paid for his contract he does not have suffi- 
cient equity to use as a downpayment on a new car. Consequently, the pur- 
chaser finds it necessary to drive his old car. 

A contributing factor to the overselling of new cars to the public is the fact 
that the dealers find themselves with new cars on hand and feel that they have 
to move them even if they have to sell terms. In discussing this with dealers, 
they advise me that there are so many different color combinations that it is 
very hard to dispose of the ones they have on hand as the buyers usually want 
a different color. I feel that it should be the responsibility of the manufacturer 
to stockpile a sufficient number of cars that the dealer can draw from on short 
notice. In this way the small dealer would only find it necessary to have 1 or 2 
cars on hand and he would not be selling cars out of desperation. 

I wish I could come up with some real answers for the cause behind the drastic 
drop in new-car sales. If I were to try to pick a quickie out of the air, it 
might be 

That automobiles are being priced beyond the reach of many buyers; and. the 
other matter that comes to my mind is 
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Perhaps the public has lost some confidence in the pricing policies of auto- 
mobile manufacturers and dealers. 

Personally, I would like to see a return to sound automobile merchandising 
policies that used to prevail some few years ago. 

I would be interested, of course, to receive a copy of the results of your survey 
in this regard. 

It is our opinion that the drastic drop in new-car demand is due mainly to 
two factors. 

1. The automobile manufacturers have priced their product beyond the range 
of the average individual. Because of the steadiness of used-car prices gen- 
erally, it would seem to indicate that those people who are in the market at the 
present time are trading for late model used cars rather than buying new ones, 
even when some of these individuals could afford to do so. 

2. The automobile manufacturers have applied so much pressure on their 
dealers in recent years that an oversupply of late model cars exists. This, 
added to the fact that most finance agencies have gone along with terms that 
were too long and downpayments that were too low, caused the buyer to be loaded 
with debt for a long period of time. 


You have my permission to print my comments entirely as you mentioned in 
your letter of April 8. 


Regarding your general letter of April 8, I assume you are asking for nar- 
rative information, since no questionnaire was enclosed. This further gives 
you permission to quote or reprint any statements I make. 

It is my opinion that the long terms were forced upon the lending institutions 
by overproduction, which resulted in the factory pressure on the dealer. 

I think that the decline in the purchases in new automobiles by the public 
is a rebellion on the part of the buying public. I too feel that they fully realize 
that the amount of their payment, which in any case constitutes from 25 to 
35 percent of their spendable income, pays only the depreciation, insurance and 
financing charges. I think the general public is going to continue to purchase, 
but I believe that rather than to spend this 25 to 35 percent of their income 
as described, they are going to put it into home improvement and other items 
of a personal nature rather than automobiles. 

I don’t believe we can blame any one segment of industry such as the manu- 
facturer, the finance company, or the dealer, but believe they have all con- 
tributed somewhat to the present conditions. 

The manufacturer in that they definitely overproduced and did not police 
their dealers as to each dealers potential. Perhaps, legally they were unable to 
do this. 

The finance company has overextended credit in a number of cases, and the 
dealer in many cases has forgotten the fundamental rules of operating on good 
business for not only himself, but his associate dealers. 

In reply to your inquiry of April 8, in my opinion the basic reasons for the 
drastic drop in new car demand are the high price-tag, gingerbread, and poor 
workmanship. The present cars have too many gadgets and are too big. The 
American public today will buy a small sturdy car with less gingerbread and 
less horsepower. 

This is directly attributable to the automobile manufacturer. The dealers 
must sell what is manufactured and the financing agencies must finance the 
product. 

Sincerely yours. 


[Washington (D. C.) Daily News, April 21, 1958] 
More engine economy 


1959 Cars Witt Have More Fins AND GADGETS 


(By Douglas Larsen) 


Detrorr.—A more basic automobile, mechanically, but decked in flashy cos- 
tume jewelry, is what Detroit hopes will be next year’s answer to this year’s 
bust in the car business. 

In the low price range more six cylinder cars will be built with little or no 
automatic and power equipment. But these models will be dressed up with 


such things as higher fins, headlight and taillight gadgets and multicolored 
aluminum trim. 
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EXTRAS 


The samé treatment is planned for the medium and higher-price lines. Extra 
mechanical equipment will be kept to a minimum, with the outward appearances 
and styling considerably jazzed up. 

Suffering auto industry executives are gambling that the American car buyer 
wants to make this compromise in the cars he is going to buy in 1959. 

They hope it’s the solution to why the 1958 customer is turning up his nose 
at the stripped-down Chevrolets, Fords, and Plymouths, yet claims that high 
price is the only obstacle to his buying this year. 

An industry market expert says: “Reluctant customers claiming that price 
is keeping them from bnying aren’t even looking at the perfectly adequate, 
cheap, six-cylinder stripped-down lines in the showrooms. This leads us to 
believe that the American customers will sacrifice styling last, and that they 
will buy the cheaper cars as long as they don’t look cheaper.” 


CONDITIONED 


This is the general view of the industry. Some opinion holds that the Ameri- 
ean driver has become too used to such things as automatic transmissions and 
won’t go back to manual shift, for example. If this is true, the industry’s 
formula for more sales next year might turn out to be the wrong one. 

There has been a steady increase of aluminum on cars for trim and mechan- 
ical parts. But 1959 is going to see the biggest jump in the use of aluminum 
trim—especially anodized gold aluminum—that has ever been recorded. , Some 
models are expected to have ceilings and dashboards of colored, textured 
aluminum. 

In addition to sparking up styling, there has been a great effort to improve 
engine economy. Economy of operation will be a major pitch on the 1959's. 


And most of the 1959 cars will give better mileage, reliable industry sources 
report. 


SUBCOMMITTEE INVITATION TO DR. CHOW 


APRIL 23, 1958. 
Prof. Grecory C. CHow, 


School of Industrial Management, 
Massachusetts Institute of Technology, 
Cambridge, Mass. 

Dear Proressor CHow: This is to conform your appearance before the sub- 
committee on May 1, as Dr. Nerlove has informally notified you. You will imme- 
diately follow Professor Suits in the morning. It would, of course, be entirely 
proper for you to make such comments as you think appropriate regarding the 
differences between your findings and those of Professor Suits. Incidentally, 
if we are to mimeograph your statement for you, we should receive it as quickly 
as possible. 

I have one conceptual question which I would like to raise with you. In pre- 
senting this question, I hope you will be patient with me since I am not an 
econometrician and must therefore rely in considerable part for my understanding 
of your work on Mare Nerlove. I must say that I am much impressed with your 
basic approach to the problem. It seems to me that relating the stock of cars of 
comparable age units to price makes good sense. Pa’enthetically, may I urge 
you at this point to define very clearly your concept of “stock” so that the audience 
does not get the impression, say, that stock is the number of cars on used-car 
lots. 

It is also my understanding that you have found an elasticity of stock with 
respect to price of —.6. In your analysis, one-quarter of the stock disappears 
each year through depreciation and that, therefore, if the stock is to remain 
constant, this one-quarter must be replaced. Thus, you find that if consumers 
adjust stocks completely within 1 year, the effect of the price on new purchases 
will be four times as great as the effect of price on stock. This, theoretically, 
would raise your elasticity to —2.4 for new car purchases. 

Thus far, I believe that I can not only follow you, but that I am in basic 
agreement with you. It is in connection with your next step that my question 
arises. 

As I understand your analysis, buyers do not complete their adjustments of 
stock to a given price change in the year in which the price change occurs. Only 
about one-half of the adjustment takes place in that year. For this reason, 
you have therefore reduced the —2.4 coefficient to —1.2. 
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Put very briefly, my question is this: Do the reasons which make such an 
adjustment appropriate when buyers are considering increasing their stocks 
apply equally when the consideration is the reverse? As Dr. Nerlove explains 
it to me, the reason for adjusting the coeflicient downward are twofold: 

1. Since buyers have other commitments, they cannot generally complete their 
upward adjustments to a change in price during the year of the price change. 

2. Because buyers are creatures of habit and because the change in an indi- 
vidual’s ownership of automobile involves a transaction cost to him, he is not 
always willing to make the change within a year. 

In considering these reasons, it does not seem to me that they have the same 
effect when the action by consumer is to decrease stocks as when the action con- 
templated is to increase them. The decision not to buy can be implemented 
immediately. It appears questionable whether considering not purchasing is a 
positive act or simply results from failure to consider the problem at all. Is 
the presence (or absence) of commitments as important a factor to the con- 
sumer when he is contemplating not purchasing as when he is contemplating 
purchasing? Is the existence of transaction costs as important a factor when 
he is considering not purchasing as when he is considering purchasing? In other 
words, what I am suggesting is that the situation presented may be asymetiical. 
To the extent that this is true, of course, the appropriateness of the last adjrst- 
ment which you have made to your coefficient of elasticity diminishes when 
what is being contemplated is a decrease and not an increase in stocks. 

These comments are offered with the thought that they may be of some assist- 
ance to you in your conceptual approach to this admittedly extremely difficult 
and complex problem. 

I am looking forward very much to meeting you. When you arrive in Wash- 
ington, please call me at my office: Republic 7—7500, extension 3347. 

Sincerely yours, 
JOHN M. BLatr, Chief Economist. 


STAFF MEMO ON DR. CHOW’S FIGURES 


UNITED STATES SENATE, 

COMMITTEE ON THE JUDICIARY, 
SUBCOMMIITTEE ON ANTITRUST AND MONOPOLY, 
May 15, 1958. 
To: Mr. Paul Rand Dixon, chief counsel. 
From: John M. Blair, chief economist. 
Subject: The appropriateness of Chow’s downward adjustment of his elasticities 

in periods of declining new car purchases. 


On page 2901 of the transcript of our recent hearings on automobile demand, 
a letter dated April 23, 1958, from me to Prof. Gregory C. Chow of the Massa- 
chusetts Institute of Technology is inserted in the record. The principal point 
in that letter was that Dr. Chow’s methodology tends to understate price elas- 
ticity when auto demand and sales are falling. Essentially, his methodology 
consists of deriving elasticities in terms of the stock of cars. Since he finds 
that one-quarter of the stock disappears each year through depreciation, he 
derives his elasticities for new car purchases by multiplying his elasticities for 
stock by 4. The last step in his procedure consists of dividing the results secured 
in half on the grounds that buyers make only about half of their adjustment in 
the year in which the change in price or income occurs. My objection goes to 
this last step—but only when buyers are reducing their stock of new car pur- 
chases. The reasons for my contention were set forth in my letter to Dr. Chow, 
as follows: 

“Put very briefly, my question is this: Do the reasons which make such an 
adjustment appropriate when buyers are considering increasing their stocks 
apply equally when the consideration is the reverse? As Dr. Nerlove explains 
it to me, the reasons for adjusting the elasticity downward are twofold: 

“1. Since buyers have other commitments, they cannot generally complete their 
upward adjustments to a change in price during the year of the price change. 

“2. Because buyers are creatures of habit and because the change in an in- 
dividual’s ownership of automobiles involves a transaction cost to him, he is not 
always willing to make the change within a year, 

“In considering these reasons, it does not seem to me that they have the same 
effect when the action by consumers is to decrease stocks as when the action con- 
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templated is to increase them. The decision not to buy can be implemented im- 
mediately. It appears questionable whether considering not purchasing is a 
positive act or simply results from failure to consider the problem at all. Is the 
presence (or absence) of commitments as important a factor to the consumer 
when he is contemplating not purchasing as when he is contemplating purchas- 
ing? Is the existence of transaction costs as important a factor when he is con- 
sidering not purchasing as when he is considering purchasing? In other words, 
what I am suggesting is that the situation presented may be asymmetrical. 
To the extent that this is true, of course, the appropriateness of the last adjust- 
ment which you have made to your elasticity diminishes when what is being con- 
templated is a decrease and not an increase in stocks.” 

To put it more specifically, Dr. Chow obtains an elasticity of stock with re- 
spect to price of —0.6 and an elasticity with respect to income of +1.5. If con- 
sumers adjusted completely in a 1-year period, the depreciation of stock at a rate 
of 25 percent per year would imply a price elasticity of —2.4 for new purchases 
and an income elasticity of +6.0 for new purchases. Under Dr. Chow’s method, 
which assumes that consumers only adjust stock partially in any one year and 
this adjustment is about 50 percent of the full adjustment, regardless of whether 
the adjustment of stock is in an upward or downward direction, the elasticities 
of new purchases with respect to income and price are reduced, respectively, 
to —1.2 and +3.0. 

Since the time of the hearings I have had the opportunity to compare the 
results obtained by Dr. Chow’s method itself with his method with my suggested 
modification, which was simply to omit the last step of dividing the derived elas- 
ticities for new car purchases by 2. 

Since 1921 there have been nine year-to-year downturns in new car purchases, 
The downturns in 1923-24 and 1953-54 were relatively minor, amounting to less 
than 10 percent and were accordingly omitted. For each of the downturns con- 
sidered, percentage changes in price and in income were computed. On the 
basis of these changes, the percentage changes in new car purchases were com- 
puted by two methods: 

(a) A price elasticity of —1.2 and an income elasticity of +3.0 were applied 
to the percentage changes in price and income, respectively. The resulting per- 
centage changes were then summed to obtained the calculated value of the per- 
centage change in new car purchases. The result is carried under the column 
labeled “Predicted by Chow’s Method” in the table. 

(b) When the direction of price change was upward an elasticity of —2.4 
was applied; when it was downward, an elasticity of —1.2 was applied. When 
the direction of the income change was downward an elasticity of +6.0 was 
applied; when it was upward, an elasticity of +3.0 was applied. The price and 
income effects were summed and the result is carried in the last column of the 
table labeled “Predicted by Alternative Method.” 


Per capita new-car purchases—Actual percentage changes and predicated by 2 








methods 
Pre- Pre- Pre- Pre- 

Actual dicted dicted Actual dicted dicted 

Years change by by al- Years change by by al- 
Chow’s | ternative Chow’s | ternative 

method | method method | method 
S000 i255. ii —23.6 —5.2 —16.7 || 1950-51_.........._- —21.4 —6.9 —13.8 
ne tindescanain aint —35.0 —3.5 —28.4 RE Serene —19.2 —3.3 —10.5 
ee —28.8 —28. 6 —72.§ || 1956-56............- —18.4 +1.9 + 4 
dl CE eee —42.7 —48.0 —9%6. 6 SED os ndetincedn —29.8 —14.9 —29.8 

Seer —44.6 —55.7 —100.0 





1 The 1957-58 estimates were derived by assuming new-car purchases in 1958 of 4,200,000, a decline in rea 
disposable income per capita of 3.4 percent and a price increase of 3.9 percent in real terms. 


Of the 9 downturns, the alternative method yielded better results in 6, 
though in 1, 1955-56, both were in error as to the direction of change.? The 





1In 1950-51 and 1951-52, production of automobiles was curtailed pring to the restric- 
tions imposed by. the Korean conflict on the use of certain raw materials for nonmilitar 
production. In these years, both Dr. Chow’s method and the alternative method signifi- 
cantly understate the true decline; however, Dr. Chow’s prediction errs by more than the 
alternative prediction. 

2 This may have been due in part to a greater than expected decline in actual sales. The 
decline in 1956 sales is widely attributed to a reaction from the extremely high level of 
1955: part of the record sales in 1955 were, it is held, “borrowed,” particularly through 
unusually liberal credit terms, from normal sales in 1956. 
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only downturns in which Dr. Chow’s method, per se, proved superior were those 
of 1930-31, 1931-32, and 1937-38. Each of these was a year of extremely de- 
pressed economic activity. A possible explanation for the better results yielded 
by Dr. Chow’s method, as is, for these years might run along the following lines: 

Following the decline of 1929-30, the stock of automobiles, defined in Dr. 
Chow’s terms, was reduced to relatively low levels. This means that only the 
hard-core users of transportation services from privately owned automobiles 
were effectively in the market. Consequently the basic stock elasticities of 
demand must have been lower than the —0.6 price elasticity and the +1.5 
income elasticity which Dr. Chow obtained over the long-run period of 1921-53. 
In those years of deep depression Dr. Chow offsets his too high elasticities for 
stock with his downward adjustment of new car purchases. The alternative 
method does not offset the error in the basic stock elasticities and consequently 
substantially overstates the decline in car sales during such years. 

There is thus a reasonable basis for assuming that the experience of the deep 
depression years was atypical (except for downswings of comparable severity), 
and that the evidence supports the hypothesis that adjustments to changes in 
price and income are asymmetrical, with the downward adjustments in stock 
and purchases taking place more rapidly than upward adjustments. The experi- 
ence of 1957-58 strikingly confirms this view. 


STAFF MEMO ON DR. SUITS’ FIGURES 


UNITED States SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MoNopoty, 


May 16, 1958. 
MEMORANDUM OF CLARIFICATION 


To: Mr. Paul Rand Dixon, counsel. 
From: John M. Blair, chief economist. 


Subject: Clarification of the record on a discussion between John M. Blair and 
Daniel B. Suits. 


The discussion which took place on May 1, 1958, between Dr. Suits and my- 
self, and which is reported on pages 2956-2959 of the transcript of the hearings, 
is open to some confusion. The purpose of this memorandum is to clarify the 
record at this point. 

On page 2956, I point out that when the BLS price index is used and all other 
elements in the equation are the same, we get an elasticity of —1.2: 

“Using instead of his [Suits’] derived price the BLS retail price, and linking 
it in 1935 to the wholesale price series of the BLS, and keeping all other factors, 
all other elements in his equation the same, we get an elasticity of minus 1.2 for 
price taken alone.” [Italic supplied.] 

By this I meant that we used the BLS price series but did not divide it, as 
Suits had done with his price series, by average contract duration; instead, we 
included average contract duration as a separate variable. When I said that 
we wished to measure the effects of price alone, what I meant was that the 
effects of price, not the ratio of price to average contract duration, were to be 
measured, and I did not mean that contract duration had been omitted from the 
analysis entirely. 

On page 2956, Dr. Suits indicates that he had received a copy of a memoran- 
dum, which was written by Dr. Nerlove of our staff, setting forth our procedure 
and results in detail. A copy of this memorandum is attached. The fact that 
I knew that Dr. Suits knew the contents of this memorandum led me to mis- 
interpret his statement on pages 2956-2957 when he asked, “* * * Did you do 
that with contract duration?” I assumed he meant, “Did you divide by con- 
tract duration?’ and I answered accordingly : 

“We did not do that [divide] with contract duration. We did this on price 
alone because we wanted a comparison with other studies.” 

The reason why we wished to include average contract as a separate variable 
is succinctly put by Senator Kefauver when he asks Dr. Suits (p. 2958) : “Would 
your calculation be a little misleading then in including all cars on the basis of 
monthly credit payments, whereas, perhaps something around a half are not 


Aprit 16, 1958. 


bought on credit at all?” 
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STAFF MEMO ON DR. SUIT’S TESTIMONY 


To: John M. Blair, chief economist. 

From: Mare Nerlove. 

Subject: The modification of Suits’ demand equation for new passenger auto- 
mobiles in the United States, 1929-1956. 


PURPOSE 


Because of certain conceptual difficulties in Suits’ retail price series and 
because of the desirability of estimating the effect of contract maturity on new 
car purchases separately, the following statistical analyses were performed: 

1. Suits’ equation 2.1 (p. 7 of the second draft) was rerun using all of Suits’ 
series except his series on retail price. The BLS retail price index of new 
automobiles (linked to the BLS wholesale index 1929-1934) was used in place 
of his series. 

2. The equation mentioned above was rerun using the BLS retail price series 
and including Suits’ measure of average contract maturity as a separate variable. 
In the analysis mentioned above retail price was divided by contract duration 
thus resulting in a restraint of the estimate of their separate effects. 

These two analyses are described in what follows: 


VARIABLES * AND NOTATIONS 


X;: Retail sales (not per capita). 
X:: Real disposable income (not per capita). 
X;: Real retail price of new passenger automobiles. 

Derivation: The BLS index of the retail price of new passenger 
automobiles deflated by the CPI for 1935-1956. Prior to 1935 the BLS 
retail price was extended by the assumption that percentage changes in 
it were the same as the percentage changes in the BLS index of the 
wholesale prices of new passenger cars. The result was deflated by 
the CPI. 

X.: The stock of used cars.’ 

X;: A dummy variable, zero except in 1941 and 1952 and one in 1941 and 1952. 
X.: Average contract duration. 

A: First difference operator. 


Analysis 1.—Rerun of Suits’ equation (2.1) using the BLS retail price index 
as described above. 





94 (X;\_ .507AX, .873AX 
(1) AX,=.1124.,1044% ee 5O7AX, .873AX5 
6 


(012) (104) (084) s(.243) 


Numbers in parentheses below the coefficients are their standard errors. 


Equation (1) may be compared with Suits’ equation (2.1) (p. 7 of his second 
draft) : 


a P\ BOTAN, 827A X 
(2) AX, 1164 reeks _ 8840/2 507AX, .827AX; 


(011) (.088)\M/ (086) (261) _ 





Where P/M is Suits’ index of retail price divided by his measure of average 
contract duration. 


The means of X,, X2, and (+) are respectively 3.79, 148.7, and 6.281. Hence, 
6 


the elasticities obtained from (1) may be calculated. They are compared with 
Suits’ elasticities in the following table: 


Elast icity re Analysis based on 
(1) (2)! 
Real monthly payment___- ---- A Sear ae — .67 — .59 
Real disposable income---.---.---.-------.-- +4.08 +4.16 


! Tacen from Suits, p. 13. 


1Unless otherwise noted these series are from Suits’ paper (second draft). table A-1. 
2Estimated by Suits by subtracting new registration for the first 6 months of a given 
year from R. L. Polk’s figures on total registrations on July 1. 
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It should be noted that the elasticities based on the two analyses are roughly 
equivalent. 

Analysis 2.—Inclusion of price and average contract duration as separate 
variables. 

Justification: The division of retail price by average contract duration and 
treatment of the 2 as 1 variable imposes an undesirable restraint on the 
estimation of the effects of price alone. When the ratio of the two is treated as a 
single variable, the effect of price is restrained to be equal in magnitude but 
opposite in sign to the effect of average contract duration. Inasmuch as only 
60 to 70 percent of new automobile buyers purchase their cats on time nowadays 
(and even fewer before the war) and are therefore affected by the contract duration 
this restraint seems somewhat unfortunate. The contract duration and the 
general ease or tightness of the auto credit situation which it reflects, can be 
considered as affecting primarily the extent of the market for new cars; whereas 
price affects also the degree of substitution between automobiles and other com- 
modities (particularly other durable goods). Examination of evidence for the 
year 1955, in which price fell only slightly (according to the BLS index but 
not Suits’ index) but auto credit changed markedly in terms of longer contract 
duration and lower downpayment requirements, suggests that this may be the 
case. In order not to prejudge the empirical evidence, therefore, separate inclu- 
sion of price and average contract maturity is necessary, 

The result of the analysis in which price and average contract duration are 
included separately is: 


(3) AX,=.145+ .0994 X,—.047A X3—.521AX4—.780A X5+.161AX, 
(.013) a (.084) (.264) (.054) 
0.95 


The means of X; and X¢ are, respectively, 98.3 and 16.0. Hence the price elasticity 
computed at means purchases and price for the period, is —1.22. The income 
elasticity at mean purchases and income for the period is +3.88. And the elas- 
ticity with respect to average contract duration for the period is +.68. In other 
words, the effect of treating the ratio of price to average contract maturity as a 
sit gle variable is to lower the implied elasticity with respect to price alone. 

it should be roted that the elasticity with respect to the real monthly payment 
can be derived from the separate elasticities with respect to real retail price and 
average contract duration. 


Let: 
np=the price elasticity 
nu =the elasticity with respect to duration and 
np; m=the elasticity with respect to the real monthly payment 


Then it can be shown that 


(4) P/M Tory 


nP 1M 


Substituting the relevant elasticities obtained from (3) above, we find 
npi M=— .44 


which is of the same order of magnitude as the result obtained from (1), —.67, 
although we cannot, of course, expect complete agreement for statistical reasons. 


CONCLUSIONS 


When price and average contract duration are treated as separate variables 
and when price is measured by the BLS retail price index for new passenger cars, 
the price elasticity of new purchases obtained is —1.2 rather than +4 or —.59. 
The former accords better with commonsense and observation than does the 
latter. It should be noted that Suits himself does not place much reliance on 
the analysis based on equation (2.2t) which yields a price elasticity of +.4 and 
does not include any measure of credit terms. Nonetheless it is apparent that his 
analysis can be improved by substitutirg the BLS retail price index for his own 
and by treating price and maturity as separate variables. 


22805—58—pt. 7——44 
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STAFF MEMO ON BLS INDEX 


APRIL 28, 1958. 
Memorandum 
To: Mr. Paul Rand Dixon, counsel and staff director, Antitrust and Monopoly 
Subcommittee. 


From: John M. Blair, chief economist. 
Subject: Adequacy of Bureau of Labor Statistics Retail Price Index for New 
Automobiles. 


The purpose of this memorandum is to raise certain questions concerning the 
adequacy of the BLS index of retail prices for new automobiles. For the reasons 
to be set forth herein, it is submitted that the index substantially understates 
the actual percentage increase which has taken place in the actual dollar outlay 
required to purchase a new car from 1955 to date. 

The factors which have produced this understatement are the granting by the 
dealer of “overallowances” on trade-ins and the change in the quality of cars 
through the addition of new equipment. Both pose extremely difficult problems 
to a price-collecting agency. The difficulty in reaching a satisfactory solution 
is of course compounded by the fact that the resources available to the Bureau 
are extremely limited. While the procedures adopted by the Bureau to meet these 
problems are satisfactory for some purposes, the understatement in actual dollar 
outlay which they produce renders the index largely unusable for the purpose 
of determining the effect of price on demand from 1955 to date. These factors 
were not present, at least in as aggravated a form, in earlier years. Hence 
there is no criticism here of the use of the BLS index for measurement of the 
long-term trend of prices, at least up to 1955. 

The difference between the extent of the price change shown by the BLS index 
and that indicated by other series is shown in the following table: 


Price changes of new automobiles according to selected measures 1955-58 


Percentage 

price change 

BLS Consumer Price Index for new automobiles________----__-_-_------- 11.0 
Chevrolet, 2-door sedan, largest-selling model, manufacturer’s price to 

Neen en nc een nnn eee ence ee ee ee es 25.7 

Ford, 2-door sedan, largest-selling model, manufacturer’s price to dealer *__ 17.0 
Plymouth, 2-door sedan, largest-selling model, manufacturer’s price to 

Neen ee atic hill ed cles cok nase aterm ee ence 28. 6 
Chevrolet, 4-door Bel Air sedan, typical example, manufacturer’s suggested 

Nee i we iaceenn 22.0 


1 Data submitted to subcommittee by General Motors January 1958. The figures relate 
to the largest-selling model for the entire period 1955-58. The percentage price increase 
for the largest-selling model in 1955 as compared to the largest-selling model in 1958 
se ney percent. (Exclusive of accessory and optional equipment, and destination 
eharces, 

2 Submitted to subcommittee by manufacturer January 1958. The percentage relates 
to the largest-selling model in 1955 and the largest-selling model in 1958. (Exclusive 
ef accessory and optional equipment, destination charges.) 

* Data submitted to subcommittee by General Motors Acceptance Corp. for typical retail 
transactions for new Chevrolet 4-door Bel Air 8-cylinder sedan with options covering 
similar items for the period 1955-58. 


It will be observed that the BLS index shows an increase of only about half 
the amount indicated by the manufacturer’s price to dealers for the three lead- 
ing “low-priced” makes, as reported to this subcommittee.. The BLS index 
itself consists entirely of prices for these three makes. The significance of 
the price for a Chevrolet 4-door sedan submitted by GMAC is that the price 
shown includes similar options as to parts and accessories, except for the direc- 
tional signal which became standard equipment in 1956. 

Part of the difference between the BLS index and the other measures may 
be due to a narrowing of the dealer’s margin. However, in view of the hectic 
race between Chevrolet and Ford for supremacy in 1955 and the extent to 
which concessions were made in that year as part of that intense rivalry, this 
factor would probably explain only a small part of the difference. The most 
probable explanation is that the difference arises from the two changes in 
eompiling the index adopted in July 1954. These changes were: 

(1) Adjustments to eliminate from the index the effect of “overallowances 
and outright price concessions” by dealers: and 


1 The lesser percentage price increase for the Ford reflects in part the fact that it started 
from a higher base. 
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(2) adjustments to eliminate from the index the effect of additions of 
“optional equipment and other items sold with the car.” 

These changes are described in an article in the November 1955 Monthly 
Labor Review, “Automobile Prices in the Consumer Price Index,” supplemented 
in a letter to me of April 17, 1958, from Mr. Ewen Clague, Commissioner of 
Labor Statistics. Each of these types of adjustments will be discussed below: 
1. The adjustments for “overallowances” 

The nature of this type of adjustment is described by the Bureau in the 
following words: 

“A second major innovation in new-car pricing procedure also occurred in 
July 1954 when all price collectors began to request from dealers the amount 
of the price concession, in dollars, which they were offering to their average 
customer. Prior to that time, the Bureau had deducted from the basic car 
price only the concessions which dealers reported without being prompted. By 
the last quarter of 1953 many new-car dealers were making price concessions, 
usually in the form of allowances on trade-in cars, substantially exceeding 
their resale values. Such overallowances and outright price concessions have 
been commonplace ever since.” ? 

What the article does not state is what these “overallowances” were de- 
ducted from. It is a matter of common knowledge that automobile dealers 
have for some years been regularly adding to the manufacturer’s suggested 
retail price (or its equivalent) a dealer or trading “‘pack.’ It is also a matter 
of common knowledge that, generally speaking, the amount of the overallow- 
ance approximates the amount of the pack, the effect of which of course is to 
give the buyer the illusion that he is being granted a greater allowance on his 
trade-in than is actually the case. Obviously, if the overallowances are de- 
ducted from a retail price which does not include the pack, the result would be 
to understate the price actually charged. There is substantial evidence that 
since 1955 both the use of the pack and its size have increased. Conse- 
quently the failure to include the pack in the price would have an increasingly 
depressing effect on the price. 

The question thus becomes one of whether the Bureau of Labor Statistics 
does in fact add the dealer’s pack to the retail price. There are a number of 
a priori reasons for assuming that it does not. These packs are the product of 
local or regional agreements among dealers. As such, they would appear to 
represent an outright violation of the Sherman Act. On this ground the De- 
partment of Justice has recently taken action against the use of packs by 
dealers in the District of Columbia. Can it be expected that a dealer is going 
to divulge to a BLS price collector, even on a presumably confidential basis, 
an element of price arrived at as a result of an illegal conspiracy? 

In the second place, the whole value of the pack as a merchandising tactic 
lies in its not being a matter of general knowledge. To the extent that buyers 
understand that the “generous” allowance being granted to them on their 
trade-in is simply being offset by a factor added to the retail price, the value 
of having the pack disappears. Thus, because of the very purpose of the 
pack, dealers would presumably be expected not to divulge its existence. 

Finally, the price form used by the BLS collectors contains no specific place 
for the inclusion of the pack. True, it can be included in the category “han- 
dling charges” (or specifically noted elsewhere) and it is understood that when 
such charges appear excessive, a check is made to see whether the report 
form also shows an apparent overallowance on the trade-in. But in those 
instances where the pack is not disclosed to the price collector and thus not 
included in “handling charges” or elsewhere noted, is there any way by which 
the BLS can be reasonably certain that the allowance on trade-ins shown 
should not be deducted from the retail price without the addition of a pack? 


£’. Addition of optional equipment 

In its article in the Monthly Labor Review the BLS states: 

“The optional equipment sold with the equipped car varies from dealer to 
dealer, and from time to time within a dealership. In order to have a uniform 
specification for calculating price changes, the Bureau uses the total price of 


2U. S. Department of Labor, Automobile Prices in the Consumer Price Index, prepared 


* by Lovise J. Mack, of the Division of Prices and Cost of Living, Monthly Labor Review, 
November 1955. 
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the car with identical equipment in the current and preceding pricing periods. 
Thus, if a dealer drops, say, a heater from the description of the equipped car 
in April, but had included it in the preceding period (March), the price for 
March is recalculated by omitting the price of the heater. The April price is 
then divided by the recalculated March price to obtain the relative price 
change. Similarly, when equipment is added to the equipped car priced in the 
preceding period, the Bureau’s representative obtains the price which would 
have been charged for the additional item in the preceding pricing period, and 
the price for the preceding period is adjusted accordingly. Consequently, 
changes in the optional equipment and other items sold with the car do not 
cause changes in the price index.” [Italic added.] 

The extent to which this method of handling quality additions may result in 
an understatement of the price increase depends, of course, upon the importance 
of the additions so treated. The same practice was followed in prior years in 
the case of standard equipment, but the items so added were of relatively minor 
importance. Since 1955, however, there have been a number of minor and 
at least 2 major additions to the cars priced by the BLS—the 8-cylinder engine 
in place of the 6, and the automatic transmission in place of the standard. In 
his letter of April 17, Mr. Clague states: 

“Beginning in July 1954, customary optional equipment has been priced, and 
necessary adjustments for comparability are made to compute the time-to-time 
price measurements. Eight-cylinder engines were substituted in Chevrolet and 
Plymouth cars in the January 1956 index, and automatic transmission was in- 
cluded in the CPI specifications for all three makes that month.” 

Confronted with the problem of quality improvement through additions of 
optional equipment, there are three alternative courses of action open to the 
Bureau. Under the first, which is the procedure currently followed, the increase 
in price incident to a quality addition is presumed to be offset by the increased 
utilities conveyed by the new item. Moreover, through the use as the adjustment 
factor of the price of the item immediately before the BLS incorporated it into 
the car which it prices, the implicit assumption is that the increase in price 
is exactly offset by the increase in utilities. This is an assumption which, 
quite apart from other considerations, is open to criticism. 

Theoretically, by the addition of enough equipment the quality of a Chevrolet 
could be brought up to the level of a Cadillac (with a corresponding increase in 
price), but under the present procedure the price index would show no change. 
In effect, changes take place in both the character of the weighting factor (the 
nature of the car) and the price, with the latter being adjusted by the former 
in such a manner as to maintain it at a constant level. 

A second alternative would be simply to ignore the change in quality. Here, 
the assumption would be that the question of whether the increase in price is 
offset by quality additions is irrelevant to the purpose of a price index. It can 
reasonably be argued that quality changes and price changes have different 
elasticities of demand, that quality changes should therefore play no part 
at all in the construction of a price index, and that, in any event, quality addi- 
tions are of widely varying character and to determine which should and 
which should not be included in the car priced requires a rather heroic sub- 
jective determination which a price collecting agency should not be called on 
to make. Under this procedure the assumption would be that the increase in 
utilities flowing from quality additions is irrelevant to, or impossible to reflect 
in, a price index and therefore should be ignored. 

A third alternative would be to endeavor to price a car with given utilities, 
which implies a car with a set of equipment that is held constant (or reasonably 
so) over time. The assumption would be that it is only the change in price 
which a price index is supposed to reflect and that to this end the weighting 
factor should be held constant. 

Of all three the last would appear to be preferable for most purposes of a price 
index. A practical problem exists, however, in that the automobile manufac- 
turers do not seem to be disposed to keep constant the nature of any given make 
of car over any extensive period of time. If sales of the “given” model were 
over time to gradually disappear, the Bureau would find itself in the anomalous 
position of trying to price a car no longer sold. 

It is not the purpose of this memorandum to try to resolve this three-horned 
dilemma. However, it can be concluded that the procedure now employed by the 
BLS makes its price index since 1955 a defective instrument in measuring the 
actual cash outlay required of the buyer to purchase a car, and in this way it 
has become inappropriate in measuring the effect of price on demand. 


| 
| 
| 
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{Survey of Current Business, April 1952] 
CONSUMER MARKETS FoR DURABLE Goops 
By L. Jay Adkinson * 


Consumer markets for durable goods have experienced wide swings in demand 
reaching a peak in the post Korean buying wave and subsequently undergoing 
a decline which has been more or less severe in particular lines. For more than 
a years sales of these products have been substantially lower than in 1950, 
although higher than in any earlier year. 

Since this decline occurred during a period of rising income, the special in- 
fluences affecting the trend in consumer buying are of particular interest. Of 
these, one of the more important is the catching-up on the deferred demand 
which resulted from the wartime gap in production. 

Though the decline in sales of durables during 1951 was general, the extent 
and the duration of the drop varied cons'derably from product to product. In 
a number of instances strong growth trends have limited the decline in sales. 

Sales of consumer durables throughout the postwar period have been con- 
siderably higher than the rate attained before the war, as shown in the following 
comparison. The auto registrations are from R. L. Polk & Co., and the other 
figures are factory shipments, from Electrical Merchandising. They are in 
thousands of units. 





New passen-| Television Washing 
ger car regis- sets Refrigerators | machines 
trations 

Si oeeschsininnscahibtiieiiieietiat Ee ninedir neatheneivartiaes debe daaagite care 3, F00 2,014 
et no atinnnc titnag tsnone ke teeiniomeet 1,815 6 2, 100 2, 124 
SE AtiniGads burke cael edd dlucamedebidteeindod 3, 167 179 3, 400 4, 281 
ab ncidsds cease c Gbibmndintntipin baineratwaneige wneniche 3, 491 975 4, 766 4, 616 
IT ssc desubeiasttdbdesinds thendach buastadh cakdhilcediaiiesigirnaechet buses A 4, 838 3, 000 4,4°0 3, 200 
IL. © StctenditaibGrd dats Gusieneis ais beenna Hicaeh ea apnee Cee caee 6, 326 7, 464 6, 200 4,406 
4,075 3, 533 


Fo eda hs decline oegalesss thie scaeh 5,061 5, 100 


In this article, recent developments in sales and in stocks of consumer durable 
goods will be discussed, together with a review of statistical measures of demand. 
These market—or demand—estimates are based upon historical relationships of 
basic influences affecting sales. These are presented for (a) all automobiles in 
use, (b) sales of new automobiles, and (c) major household articles including 
furniture and television. In effect this article brings up to date the market 
analyses made for these products just prior to the Korean invasion.’ 

From the summer of 1941, when a limitation on automobile production first 
restricted the supply of cars in use, until 1951 the total supply of automobiles 
was below the number which the buying public wished to operate. As the supply 
of cars reached more nearly normal proportions and new cars were becoming 
more readily available, limitation orders again brought a restriction in output. 

As shown in the accompanying chart, it has taken 6 years to restore the car 
population to a point about in line with long term relationships with income and 
population growth. However, there is still a large number of old cars on the 
road, as shown in the bottom segment of the chart. 

During the period 1925-40 the number of cars in use was related to the growth 
in population on the one hand and to income on the other. Each 1 percent in- 
crease in the number of households was associated with a 1 percent increase in 
the number of cars, and each 1 percent change in income was associated with 
a change of about one-half percent in the same direction in the number of 
cars. As can be seen in the chart, these two factors accounted reasonably well 
for total auto registrations in the prewar years.’ 





1 Notr.—Mr, Atkinson is a member of the Current Business Analysis Division, Office of 
Business Economics. 

2 The Postwar Furniture Market * * * by Walter Jacobs and Clement Winston. (Survey 
of Current Business, May 1950.) The Demand for Consumers’ Durable Goods. (Survey 
of Current Business, June 1950.) 

®Caleniated from a least squares revression for the years 1925-40. Equation: 
Y=0.00009058 X,1.% X.°.439, where £;—number of households in millions; XYo=real dis- 
Goanbiy personal income in billions of 1939 dollars; Y—total private passenger car registra- 

ions in millions. Coefficient of correlation R=—0.96. Sources of data: Actual—R. L. 
Polk & Co.: caleulnted—income and households, U. 8S. Department of Commerce, Office 
of Business Economics. 
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AGE DISTRIBUTION MORE NORMAL 


With the total number of cars now more nearly normal, the distortion in the 
age distribution of cars in use has been gradually reduced. About half the 
cars in use are less than 5 years of age, which is about the same proportion as 
in 1941 and three-fifths are postwar models. There are few cars however, in the 
5 to 9 year group, as a result of the war period gap in production. The number 
of cars over 10 years of age is now a substantially larger proportion of the total 
than in 1941. This is partly due to the influence of the secular trend toward 
longer life of automobiles. 

Another aspect of the broad demand picture for automobiles is the more nearly 
normal expenditures in 1951 by consumers for user-owned transportation. Such 
expenditures include not only the cost of automobiles purchased but also garage 
bills, gasoline and oil, insurance, and other operating costs. During the period 
for which data are available before the war (1929-40) such expenditures by 
consumers showed about the same relative fluctuations as disposable income, as 
compared with considerably wider fluctuations in new-car purchases. 

During the first few years after 1945 user-owner transportation expenditures 
were low in comparison with past income relationships, because of the moderate 
output of new cars in these years and the restricted supply of total automobiles 
in use. User-owner expenditures continued to rise in each postwar year through 
1950, reaching a peak of $19.5 billion in that year, about $12.5 billion higher than 
the prewar peak in 1941. In 1951, they declined 5 percent, and at $18.5 billion 
were about in line with prewar relationships with income, allowing for a gradual 
growth trend. 

BASIC DEMAND FACTORS 


In analyzing the demand for new automobiles over a long span of years, a 
rather large number of influences appear to be significant. Only the more im- 
portant of these have been incorporated into a demand equation. Those selected 
include: (1) income, (2) households, (3) the price of cars in relation to all 
consumer prices, and (4) the average scrappage age.* 

On the basis of a least squares relationship developed between these factors 
and new-car sales, it has been possible to account for most of the variations in 
car purchases in the prewar years. The relationship is, of course, inappropriate 
for the war and the early postwar years. Currently, the relationship yields 
estimates which are roughly in line with actual car sales, though the latter are 
affected by a number of special influences. 

The influence of the growth in population over a period of 25 years, which is the 
period spanned in the analysis of auto demand, is very important. During this 
period, total population increased one-third and the number of households nearly 
two-thirds. Since households correspond somewhat more closely to the “pri- 
mary economic unit” insofar as the demand for automobiles is concerned, income 
and the number of automobiles purchased are both used on a per-household basis 
in developing the demand relation for new cars. 

The most important factor affecting new automobile sales is the real pur- 
chasing power of individuals. This is measured by real disposable income. Ex- 
cluding the influence of other factors, each change of 1 percent in the level of real 
disposable income was associated with a change of 2.5 percent in the same direc- 
tion in new automobile sales during the base period; and each change of 1 per- 
cent in the ratio of the current to the preceding year’s income was associated 
with a change of 2.3 percent in the same direction in sales.° 


4These factors are the same as those used in the article cited above in the June 1950 
— of ay of Current Business, except that scrappage age has been substituted for 
a time trend. 

5Calculated from a_ least squares regression for the years 1925-40. Equation: 
Y¥—0.0003239 X,2-5% X.2-2m X,-1- (0.932)44, where X,—real disposable income per house- 
hold in 1939 dollars ; X.=percentage of current to preceding year in real disposable income 
per household in 1939 dollars; X,—percentage of average retail price of cars to consumers’ 

rices: X,=average scrappage age; Y—=new private passenger car registrations per 1,000 

ouseholds. Coefficient of correlation R—0.98. 

Sources of data: Actual—R. L. Polk & Co.; calculated—income and households, U. 8. 
Department of Commerce: prices, U. S. Department of Labor, Bureau of Labor Standards, 
— eens Manufacturers Association; scrappage age, Automobile Manufacturers 

ssociation. 

Alternative equations and some limitations on this type of analysis are discussed in the 
technical notes at the end of this article. 
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The age at which cars are scrapped has an important though indirect influ- 
ence upon new car sales. (The influence is indirect in that three-fourths of the 
new car buyers trade in their cars by the time they are 5 years old, but few are 
scrapped until they are more than twice this age.) * Cars are being built more 
durably, and there is a secular trend toward longer useful life. This was accen- 
tuated in the years soon after the war when cars were being kept in use because 
of the shortage of cars available. Average scrappage age rose to a peak of 14 
years in 1949, but declined to 13.5 years in 1950 and to an estimated 13 years in 
1951, The latter figure is 3 years greater than the scrappage age just prior to the 
war. 

The relationship indicates that each increase in scrappage age of one year was 
associated with a decline in new automobile sales of about 7 percent, other fac- 
tors remaining unchanged. 

The final factor used in the demand equation is the price of automobiles in 
relation to the Consumer Price Index. In the first few years after the end of 
the war the list price of automobiles had risen about the same from 1935-39 
period as consumer prices generally, and the demand for cars at this price ex- 
ceeded the supply available. By 1949, there was some easing in consumers’ 
prices as a whole, but automobiles—still in short supply—advanced in price. 
Since that time the ratio of automobile prices to the Consumer Price Index has 
been higher than in the prewar period. According to the demand equation, this 
has had an appreciable influence upon car sales. Aside from the influence of 
other factors, each 1 percent increase in the ratio of the price of cars to the Con- 
sumer Price Index was associated with an average decrease of 1% percent 
in new car sales in the base period. The price of cars includes only standard 
accessories. The cars sold in the postwar period have had more accessories and 
more deluxe features than those sold in earlier years, and as a consequence, the 
total price paid by auto purchasers has increased somewhat more than the 
price indexes. 

One aspect of these factors of special interest is that combinations of two of 
them affecting demand in the same direction imply a very substantial change in 
automobile sales. For example, a decline of 1 year in scrappage age along with 
a reduction of 10 percent in car prices in relation to other prices, at current 


income levels, would be associated with an increase of 1 million car sales. 


®*Survey by Alfred Polit Bureau, April 1951, for Automobile Manufacturers Association. 
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As shown in the middle panel of the chart, the use of these four factors in 
the estimating equation accounts for almost all of the variation in the sale of 
new cars in the base period 1925-40. 

For the years 1941 through 1950, either the demand or the supply of auto- 
mobiles was affected by special influences. In 1941 new automobile production 
was curtailed, and then after the war a combination of influences delayed the 
attainment of mass production of automobiles until about 1949. For the next 
2 years production was at very high rates as the wartime backlog was being 
worked off, and then in the latter part of 1950 and early 1951, there was an 
acceleration of buying as fears of shortages and price advances led to a tem- 
porary upsurge. 


CURRENT ESTIMATES IN LINE WITH ACTUAL SALES 


As the economy generally overcame the inflationary demand situation after the 
first quarter of 1951, sales of automobiles in the second half of 1951 declined to 
4.5 million on an annual rate basis, which was about the output permitted under 
CMP regulations and also about equivalent to the calculated United States 
demand based upon prewar relationships and the export of about 225,000 during 
1951. 

On the basis of preliminary estimates, in the first quarter of 1952 the usual 
demand influences have roughly the same strength as in 1951. Production of 
cars was held below 1 million in the first quarter of the year by restrictions of 
the NPA both on the materials to be used and by quotes on the number to be 
assembled in the quarter. Stocks of cars in the hands of dealers at the begin- 
ning of the year were a little greater than 1 month’s sales, and they have not 
shown the uSual seasonal rise in anticipation of spring buying. Meanwhile, 
the easing in the supply of materials permitted an increase in allocations to 
automobile builders, and the assembly of cars expanded in the latter part of 
the first quarter and the beginning of the second. 


OTHER FACTORS 


As indicated above, a number of influences, some of them of considerable 
significance, have not been included in the demand equation described. Of 
these, credit terms are especially relevant at the present time.’ Nearly half of 
the new automobiles are purchased on installment credit. The typical pur- 
chaser of a new automobile is able to obtain the downpayment required by the 
disposition of his old car, and thus the downpayment is not often a critical 
factor. On the other hand, the monthly payments required are apt to be a 
sizable portion of the purchaser’s budget, and thus the number of months for 
which the car may be financed is an important influence affecting car sales. 
Under regulation W, the period of financing for new cars was restricted from a 
typical 24 months to 15 months. In August 1951, the period was increased to 
18 months. 

A substantial redistribution of the human population has taken place in the 
period since 1925, including (1) a shift toward the West, (2) a decline in farm 
population, (3) an increase in urban population with the suburbs growing much 
more rapidly than the cities. A related development is the increasing tariff 
congestion in the heart of the cities and on the main roads leading to and from 
the cities; this reflects the increasing use of automobiles and in turn tends to 
limit the usefulness and hence the demand for private passenger automobiles. 
To some extent the influence of these shifts in population tends to be offsetting. 

The technological improvement in automobiles has been a substantia] in- 
fluence affecting the growth in demand for automobiles, but it has been a 
continuous development which has brought, in turn, self-starters, 4-wheel 
brakes, all-steel bodies, improved engine performance and durability, and finally 
automatic transmissions and backup lights. Since population shifts and im- 
provements in vehicles have been reasonably continuous over the past quarter- 
century, their influence will be implicit in the specific factors introduced into 
the equation. 

A final special influence affecting automobile sales is the long period during 
which a seller’s market has prevailed. Eleven years have now elapsed since 
the automobile industry has been in the position of being able to produce more 
cars than customers were waiting to purchase. Under these conditions only 


TInstallment credit data from the Federal Reserve Board. 
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a limited selling effort has been required. There has been no need nor oppor- 
tunity to push the sale of cars in the manner which was the rule in the industry 
before the war. But now that the backlog demand in terms of numbers has 
been satisfied, as materials become more readily available increased production 
of automobiles will make possible some appeal to price-conscious customers. 

In sum then, if the materials situation permits and general economic condi- 
tions remain favorable, the automobile industry may be expected to again place 
increasing stress upon merchandising policies. No market formula can give 
more than approximate results, and as pointed out earlier, a moderate change 
in the factors can alter substantially the market calculation. 


[H. Doc. 404, 85th Cong., 2d sess.] 
CONSUMERS’ PRICE INDEX 


Hearings before a subcommittee of the Committee on Education and Labor, 
House of Representatives, 82d Congress, Ist session, pursuant to House 
Resolution 73, a resolution authorizing the Committee on Education and 
Labor to conduct studies and investigations relating to matters within its 
jurisdiction 

(P. 35) 


House OF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
ON EDUCATION AND LABOR, 
Washington, D. C., Wednesday, May 9, 1951. 


The subcommittee met at 10 a. m., pursuant to recess, in room 429 of the House 
Office Building, Hon. Tom Steed (chairman of the subcommittee) presiding. 

Present : Representatives Steed, Wier, Howell, Morton, and Vail. 

Present also: Fred G. Hussey, chief clerk; John C. Forsythe, general coun- 
sel; David N. Henderson, assistant general counsel; Russell C. Derrickson, in- 
vestigator ; John O. Graham, minority clerk; all of the Committee on Education 
and Labor. 

Mr. STEED. The subcommittee will be in order. 


STATEMENTS OF EWAN CLAGUE, COMMISSIONER OF THE BUREAU OF LABOR STATIS- 
Tics; Mrs. ARYNESS JOY WICKENS, DEPUTY COMMISSIONER; Epwarp D. 
HOLLANDER, CHIEF, BRANCH OF CONSUMERS’ PRICES, BUREAU OF LABOR STATIS- 
TICS, DEPARTMENT OF LABOR—RESUMED 


Mr. STEED. Mr. Clague, suppose for the record you identify the folks that you 
have here with you this morning, and proceed with your presentation. 

Mr. CLaGue. Mr. Chairman, I am here myself this morning, and Deputy Com- 
missioner Wickens is with me. However, I would like this morning to have 
Mr. Hollander, the Chief of the Prices and Cost of Living Division, as the chief 
witness, and with him we have Mrs. Ethel Hoover, who is the Chief of the Con- 
sumers’ Prices Branch, who works under Mr. Hollander. 

And so, with your permission, I will now retreat to the sidelines and let Mr. 
Hollander take over with the demonstration. 

Mr. ForSyTHE. Before Mr. Hollander starts, there is one question that I would 
like to ask. 

The committee will remember yesterday I raised a question about the weight 
and the use to which prices of automobiles had been put during the war period 
when they weren’t available. Mrs. Wickens answered the question for me, but 
I was rather confused, and I still don’t quite understand it, and I wonder if we 
could get her to clear that point up for me so that the record would show exactly 
what they did with that. 


. * s * * * “ 
(P. 50) 


Mr. Hortianper. Yes; it is. And I might add even more, that we recently 
made a correction in the index for the fact that the index of housing costs did 
not take into account this differential between the prewar and the postwar hous- 
ing. The rent index was recently raised by about 7 points from about 125 to 
132, to take account of that. 





ADMINISTERED PRICES 4009 


Mr. Wier. Let me ask you one question related to the question of the automo- 
biles a few minutes ago. Most of these families in the bigger cities that you 
desire to get a cost of living index from, lots of them live in apartments. In 
recent years, with rent control and the landlord feeling that he was getting the 
worst of it, there have been many propositions that, “I can’t charge you any 
more rent, and as long as I can’t, I am not going to make any repairs, wall- 
papering, painting, or plumbing in your apartment, and, therefore, if you want 
it, you pay for it.” 

Now, I think that there is an enormous amount of money that has been paid 
by tenants which ought to be part of their rent, and that is in the final analysis. 

Mr. HoLianper. You have put your finger on one of the weaknesses of the 
index. This figure does not take into account the additional cost of tenants in 
making repairs which formerly were made by landlords, and it is one of the 
things that we have no way of pricing and getting into this. But you are quite 
correct in the point that you make. 

Mr. ForsytHE. What you are saying is that that is lower than it should be, 
were that factor taken into consideration, but you do not know how to arrive 
at an exact figure above that? 

Mr. Hotuanper. That is right, and our impression has been, from what evi- 
dence we have, that it is not a great figure, if you put it into dollars and cents 
and work it into the index. But in any case, we have no way of measuring it. 

I might say, Mr. Chairman, that there are a number of things of this kind, 
some which influence the index in one way and some which influence it in 
another, that find their way into the index which you cannot measure. You 
have put your finger on one of the important ones. 

Let me cite another one. In the house-furnishings index here, on chart 4, we 
have the increase in the prices in this 207 percent, and we had the increase in 
prices of household appliances. Now, this shows in the main the full amount 
of the increase in the price of a refrigerator of a given size, let us say 7 cubic 
feet, since the late 1930’s. We know for a fact that this refrigerator that you 
buy today, at let us say, double the price, just for example—and I don’t know 
that they are—is a much better refrigerator than you bought in 1937. In this 
sense, it is better in that it refrigerates better, that the amount of electricity 
required to keep a cubic foot of refrigerated space at 37° in an outside tempera- 
ture of 75° is much less than the electricity required to do that 15 years ago, 
because it is a more efficient refrigerator. 

We have no way of measuring the increase in the quality of that refrigerator, 
and we just know it has gone up in price year after year, and most of it, we 
believe, is genuine price increase, but there is mixed in with that a change in 
quality. You are buying a better refrigerator at a higher price. 

So in the same way that you mentioned that the housing index is too low, this 
housefurnishings index is probably somewhat too high, but we have no way 
of putting a dollar value on that increased efficiency. 

There are things like this throughout the index, and you never can get over 
a long period of time, exact identity of the quality, just because markets change 
in their technological improvements. We do the best we can to segregate the 
price change from all other factors of quality and quantity, but we are not able 
to do it exactly. 

Are there any other questions? 

Mr. Chairman, I would like to take a few minutes if I might, to talk about 
this revision that Mr. Clague referred to yesterday. 

You see, we are still using, or until very recently we were still using the 
= from the 1934-36 survey of consumers’ expenditures in our market 

asket. 

Now, we know for a fact, because it is common knowledge, that there have 
been important changes in the expenditure patterns since that time. I don’t 
have to elaborate on this point. Television is an obvious one, but there are 
much more subtle and important ones than television. There are changes in 
the quantities of certain foods, the trend toward a higher quality diet and better 
nutrition because people have more money. In general, there is a higher level 
of living which would be reflected in both the quantities and the qualities of the 
things that go into the index. 

So we were advised by the Mills committee during the war and immediately 
after the war, as Mr. Clague has said, and we set out to find out what had 
happened to the expenditure patterns and consumption patterns in those 15 
years of vastly changing prices and incomes. 
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In 1949, we came to the Congress and asked for authorization and funds to 
do a complete revision of this index, in the sense of going out and rebuilding 
the market basket and retesting these price patterns or price “families,” and 
modernizing the index. 

This has to be done every 15 years or so, as is found in all countries. The 
British neglected their index for too long, for 30 or 40 years, and had to scrap 
it and start all over again. But we have found by talking to our counterparts 
in the United Kingdom and the Scandinavian countries and Canada and Au- 
stralia, that they have the problem of keeping the market basket up to date 
in times when there are changes in consumption habits. So we do not regard 
this as any reflection on the quality of the index, but just the fact that good 
Statistics making requires you to keep a machine like this in good running order, 
or it will fall into a sad state of disrepair. 

So the Congress authorized a 3-year program, of which we are now complet- 
ing the second year, and I would like to say just a few words about the nature 
of that program, and tell you a little about what we have done on it. 


me * * * * 


























(P. 84) 


Mrs. Hoover. Ordinarily that would be the conclusion, and ordinarily that 
conclusion would be correct. In the case, perhaps, of overalls, if something would 
happen to the makeup of overalls and a lower quality overall were substituted, 
you would need more of them. But in the case of hose, they wear out regardless 
of what the construction is. Perhaps the 45 gige wears as long as the 51 gage 
[indicating], or the 51 gage as long as the 45 gage, but the 51 gage, to women, 
represents some additional satisfaction, and it represents a higher standard of 
living. It is one of the reasons why we have all demanded the 51 g»ge. It is 
sheerer and it is flattering, and so forth, so that we are asking for this rather 
than 45 [indicating]. It represents to us a higher standard of living. 

Theoretically, it ought to represent a greater durability, but it does not, I 
don’t think. At least, my personal experience would indicate that it does not. 

Mr. GRAHAM. In the event of just a hypothetical example, Mrs. Hoover, if 
you could now purchase a refrigerator for twice the price and it lasted twice 
as long, would that then remain constant in your estimate? 

Mrs. Hoover. A refrigerator is one of the examples of overstatement in our 
index, I think probably a fairly sizable overstatement over a period of years. 
We have had various conversations with the manufacturers of refrigerators who 
think that we ought to make allowance for the increased efficiency. I have for- 
gotten the exact figure right now, but it seems that the amount of electricity 
that is required to run a better refrigerator in many ways at the present time is 
less than half of what they estimated in the early 1930's. 

Mr. GRAHAM. I am just making a hypothetical question. If the refrigerator 
would cost twice as much to run, but would last twice as long, would that show 
any increase in the price for that particular item? 

Mrs. Hoover. You say it would last twice as long, and cost twice as much. 
It probably would not, unless this lasting twice as long was obtained over several 
years through model changes which changed very, very little from 1 year to 
the next, but when you take it from the beginning period to the ending period, it 
now lasts twice as long. That is a gradual effect over the years. 

Mr. Steep. Do you not find a more snecific ex »mple in the case of automobile 
tires? A few years ago the guaranteed life of a tire was considerably less in 
mileage than now, and it is brought about by improved materials and methods 
of manufacture. 

Mrs. Hoover. Yes; we have a price increase in the index for tires—and I made 
a mistake a little while ago on the refrigerator. We would have a price increase 
in the index for a successively slightly better box, so that over a period of years 
it is twice as good, but it is twice as expensive. Actually, in the case of the 
refrigerator the real change would be none, because the increase in price would 
be balanced by the increase in durability. 

We have not been able to make that balance in this index. And, as I said be- 
fore, I got mixed up. This total price increase is an overstatement in our index. 
I think the electrical equipment and a lot of the durable goods and the auto- 
mobiles and tires, and things of that sort, are very good examples of overstate- 
ments in the index. The depreciation in housing is probably the outstanding 
example of an understatement. ; 

I seem to have talked a little bit longer on this than I had expected to. 
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I have a chart here that indicates the magnitude of the work we are doing. 
The head of one of the branches got the bright idea of showing the magnitude 
of our work by making it a river that flows down into the index. The index is 
away down at the bottom, but it doesn’t indicate that prices are going down. 

We have approximately 60 food items in the index, and 58 miscellaneous items, 
and 63 clothing items and some rental dwellings, and so forth, and all quotations 
for all of those things come into the Washington office. 

On clothing and house furnishings and a number of the services, we have 20 
full-time field representatives who are trained in the Washington office, and who 
go out to the 34 cities and collect the data by presonal visit to retail stores and 
service establishments. They go to the approximately 4,000 retail establishments. 

On our food prices, we have the 60 food items, approximately 1,700 independent 
food stores, and about 260 food chain organizations, but those represent a large 
number of individual chainstores. Food stores are visited by what we call 
Ww. a. e. people, people who are employed on a part-time basis and are paid for 
the time when actually employed. These are usually housewives who are 
approximately of the same qualifications as the people in our GS—5 civil service 
classification. Each month, these people work for the first 3 days of the week 
in which food prices are collected. 

I might say that there may be an understatement in the food index at the 
present time. I, myself, am not completely convinced it is an understatement, 
but I have no proof at the present time. We collect prices on Tuesday of the 
week in the middle of the month. The advertisements of a lot of the chain 
organizations give the impression that there are very great bargains to be had 
by buying over the weekend. 

Now, when you read the fine print in many of those advertisements, you will 
find that those prices are set on Thursday evening and carry through to the 
next Wednesday evening. 

The reason I have a question in my mind as to whether or not there is an 
understatement in our index for this reason—that we don’t get the sales prices 
on the weekend when a lot of purchases are made—is because I don’t know 
how prevalent the weekly settings of prices are. It may be that there are a 
number of small chain organizations or a number of independent stores that 
give real weekend bargains. When this question came up in 1944, we did make 
some investigation, and found that there was a slight understatement for this 
reason; but I have been watching and trying to keep an angle eye on it, and 
I feel at the present time that it is less than it was in the prewar years, but I 
have no evidence to prove it at all. 

Mr. HoLLanper. I think by a slip of the tongue you may have said it wrong. 
Isn't it correct that our food prices are collected the first 3 days of that week 
of the month which includes the 15th of the month? 

Mrs. Hoover. That is right, which includes the 15th of the month, 

Mr. Derrickson. And it is always done at that time? 


* * * * * + * 


(P. 180) 


Mr. SmitrH. Not in any great detail. I do understand, however, that they 
have plans to do some work with the Bureau of Standards to try to make some 
estimates of these increases in quality. 

Mr. ForsyTHe. Well, that is the point I was trying to get at. Do you think 
that there are any standards for increases in quality which would be profes- 
sionally defendable on a scientific basis? In other words, wouldn’t you get a 
great big area of judgment on that? 

Mr. SmirH. The problem would be quite similar to what was done during the 
war, when people thought that the opposite effect was taking place, and there 
again, you had the same problem of judgment, and nobody knows. That 5 per- 
cent adjustment that was finally used was more or less arbitrary, because 
nobody could come to a final solution. 

It probably would have to be something of that same sort. Yet, it is obviously 
better to take some account of this appreciation of quality than to ignore it 
completely. That is my only point there. 

Now, it is a matter which the technical committee of the American Statistical 
Association might well do some work on. It is a matter which BLS itself is 
going to do some work on. 


Mr. Howe... In the period we are coming into now, will we not be somewhat 
apt to have the reverse again? 
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Mr. Smiru. Yes, sir, we will; but I would like to emphasize that historically 
those periods have been very short, and that the long-run trend is the opposite 
one, of the tremendous increase. 

Mr. Streep. Mr. Smith, we appreciate your coming, and we want to express the 
thanks of the committee for your helpfulness in bringing us this part of the 
story. 

Mr. SmirH. Thank you. 
Mr. Steep. Is Dr. Cowden here? 


STATEMENT OF DupLEY COWDEN, PROFESSOR OF ECONOMIC STATISTICS, UNIVERSITY 
or NortTH CAROLINA, AND MEMBER OF THE TECHNICAL ADVISORY COMMITTEE OF 
THE AMERICAN STATISTICAL ASSOCIATION TO THE BUREAU OF LABOR STATISTICS 


Mr. Steep. Professor Cowden, for the record, if you will identify yourself, and 
then you may proceed with your statement in your own way. 

Mr. CowvEen. I am Dudley Cowden, professor of economics statistics at the 
University of North Carolina, and member of the Technical Advisory Committee 
of the American Statistical Association on Price Indexes of the Bureau of Labor 
Statistics. 

I have no written statement to make. 

I might tell you a little bit about myself, and my interest in index numbers 
is quite long-lived. 

I received my Ph. D. at Columbia University in 1931, and my doctoral disser- 
tation was on the construction of index numbers of export prices and quantities, 

I am author or joint author of two fairly well known textbooks on statistics, 
as well as a work book on the same subject. These books are used pretty widely 
in various colleges in the United States. 

As a member of the committee, the members of the committee conceive it to 
be our duty to advise on technical questions regarding the construction of the 
index numbers, but not on political questions. 

One of our chief duties has been to try to coordinate the concepts of the index 
numbers, their uses, and the methods involved in construction. 

The Consumers’ Price Index number is not a cost-of-living index number, 
and it is not intended to be so. As I understand it, a cost-of-living index num- 
ber merely measures the change in the amount of money spent by consumers 
in different years for their living costs, and it is really the product of two sep- 
arate things—the level of living, that is the quantity and the quality of goods 
consumed each year; and the price at which those goods are bought. 

The uses to which the index number, the Consumers’ Price Index, is put are 
mainly twofold: for escallator clauses for the purpose of adjusting wages; and 
for the purpose of converting value series into quantity series, and what is gen- 
erally known as deflation. 

The concepts that are involved there are really two schools of thought on 
the subject, and they are not strictly consistent. Ideally, a Consumers’ Price 
Index should measure the change in the cost of supporting a fixed level of 
satisfactions. That seems to be impossible to do, either practically or at 
present theoretically. 

The other concept is to measure the change in a fixed market basket of goods. 
That is somewhat more practical, and that is the one that, if I understand, 
has been adopted. 

Even that is not capable of being completely accomplished in view of the 
fact that the quantities of goods that people are consuming of different kinds 
are constantly changing, both because of changes in the price of those goods 
and the changes in the tastes of people, and the changes in the environment in 
which they live. 

The whole idea of a Consumers’ Price Index, to my notion, is a controversial 
thing. It is a controversial subject, because we cannot exactly measure what 
we want to, if we can agree on what we want to measure, and at every step of 
the way there are judgments which must be made which cannot be said to be 
either right or wrong. 

In fact, within our committee we seldom are unanimous in our opinion, but 
sometimes it is split three ways, and the Bureau has to take our conflicting 
advice and decide which they consider the most valid. 

That is all that I would care to say as a preliminary statement. 

Mr. Sreep. The practical use made of the index itself, as we know it now, 
largely eliminates most of these imperfections that you speak of, does it not? 

Mr. CowbeNn. Well, they have to be ignored, or the attempt is made to make 
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the inaex numbers as good as possible, and although I think it is entirely 
realized that it cannot be a perfect index number, it is better than nothing. It 
is rather good, in my opinion. 

Mr. Streep. You come to a point where your fight for perfection goes beyond 
the point to which a sound practical use could be made of the information 
already available? 

Mr. CowbeEN. I should say it goes beyond the point where either information 
is available, or knowledge of how to perfect it is known. 

Mr. Steep. Would you care to express an opinion as to the human element 
of the staff of the BLS, as to their integrity or their ability or concientiousness? 

Mr. Cowpen. Yes, I would. I have been definitely impressed with the staff 
as a very hard working, zealous outfit that does not hesitate to work after hours 
and on Saturdays, even though they are presumably not supposed to. Their 
integrity is unquestioned by myself, and I am sure by the other members of the 
committee. I consider them very competent, and they are doing the very best 
that they know how, to make the Consumers’ Price Index numbers as accurate as 
possible. 

Mr. Steep. Do you think that in the light of experience as times passes, they 
take full advantage of that experience in trying to improve their product? 

Mr. CowpEN. Oh, yes. They are very alert for new ideas, and they receive 
any ideas that we may put forward very cordially, and adopt them when they 
think it is advisable. They have employed a technical expert, J. Stevens Stock, 
whom I consider extremely capable, and he has done a great deal, in my opinion, 
to introduce improvements, both in the index number construction and in the 
collection of the data for the index numbers. 

Mr. Steep. You made reference earlier to the fact that your committee con- 
sidered itself concerned with the technical advisory side as against the political 
side. By “political” I judge you mean policy; is that right? 

Mr. CowbeEN. That is right. That is, we are not concerned with advocating 
methods that will make the index number go up more or go up less, and we 
are only concerned with the accuracy. We are not concerned with what cities, 
if any, to make the index numbers for, which might be affected by political 
grounds, but we take certain things for granted and give our advice with that 
understood. 

Mr. Steep. Have you had any opportunity to give much study to the use of 
the index? Our testimony up to now indicates that there has been quite a rapid 
growth of the use of the index. 

Mr. CowpENn. The chief use undoubtedly is for purposes of adjusting wage 
contracts, or adjusting wages. That I think accounts for probably nine-tenths 
of the actual uses to which the index is put. 

The other use I also mentioned: That for dividing value series by the price 
index numbers, in order to convert them into a quantity series, so that we would 
have a record overtime, say, of the amount of income in the United States, 
meaning by the “amount of income” not the amount of dollar income but the 
physical income of the United States. 

Mr. Wrer. The witness leaves a little doubt in my mind when he speaks of 
the accuracy of the Department, and probably the failures to be too authentic 
about it. 

Where would you say that this weakness lies in the ability to set up a very 
reliable price index? Let me use the city of Raleigh, N. C., for example. They 
go out and get these prices by spot check in Raleigh, over here and over here 
and over here and over here. Now, they ask this lady what she paid for bread 
today, aud peas, and the other necessities of life, and a house dress and a pair 
of shoes for the boy, and so on and so forth. 

Now, I do not think that there could be any question but what the people 
are honest enough, or at least we have been led to believe that they are honest 
enough to tell the actual price that they paid. And so we take that as an 
authority for the fignves, and as authentic figures. 

Mr. Cowpven. That is right. 

Mr. Wrer. These figures are comp»red with figures of later date, or not later 
dates but of the last spot check. Would you say that there is a weakness in 
that field of effort, or where does the weakness lay in not being able to be 
more authentic? 

Mr. CowndeEN. I would say it was not in any lack of effort, but in inherent diffi- 
culties; and that difficulty is the fact that the quality of commodities changes 
from time to time, and it is almost impossible to take that into consideration. 
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For example, improvements are constantly being made in all sort of mechani- 
cal appliances, refrigerators and automobiles, and so forth, and if the price 
goes up from $500 to $600, does that really represent an increase in price, or 
does it really represent paying 20 percent more for a commodity that is worth 
maybe 25 percent more? 

There are various ways of handling that, and one way is to ignore it, and 
another way is to try to measure the change in the satisfaction-yielding ca- 
pacity of that refrigerator as between the 2 years, and another is to try to 
make an allowance for the improvements that have been made. That is to say, 
well, this refrigerator costs $600, but if we deduct the improvements that have 
been made, it would only be a $550 refrigerator, or would sell for that. 

Now, there have been attempts made to measure what is sometimes called 
the hedonic content of the quantities at different times, but in my opinion that 
has never been very successful, and I really doubt whether you can make ade- 
quate allowance for the value added by any specific improvement. 

In other words, I think that this is almost an impossible thing to do, to make 
adequate allowance for changing the use value of a commodity. I think that 
you can make some kind of allowance for it, but I think that it must, by the 
very nature of things, be imperfect. 

Nevertheless, I am inclined to think that that is the chief reason for inaccur- 
racy of the index number. That is to say, I am inclined, myself, to believe that 
the consumers’ prices do not or have not gone up as much as the index numbers 
say they have, merely because they are unable to allow for the improvements in 
the quality. And I should say that the most fruitful way in which money could 
be expended would be in trying to figure out how to make allowances for changes 
in the quality of products. 

Mr. Wier. Then your doubt remains, not in the system or the method, but in 
the question of properly evaluating the change in an item that is listed at $2.50? 

Mr. CowveEN. Yes, sir. 

Mr. Wier. This ladies’ dress that she claims she had to pay $3.50 for, that 
she paid $2.50 for yesterday, and it is not a question of the dollars and cents 
represented, but has she not gotten a better value for the $3.50 than she got 
for the $2.50? 

Mr. CowveN. Actually, the price of the dress may actually have gone down, 
even though the price of dresses has gone up, if you see what I mean. 

Mr. Wier. I see what it is. It is in the weight value that you are ques- 
tioning it. 

Mr. CowbeEN. That is right. 


GMAC MATERIAL SUPPLIED BY GENERAL MOTORS 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
April 15, 1958. 
Mr. Henry HoGan, 
General Counsel, General Motors Corp., 
General Motors Building, 
Detroit, Mich. 


DeaR Mr. Hocan: This is to confirm my telephone conversation with Mr. 
George Derr of your staff this morning. The material which would be of special 
use to us in our investigation is as follows: 

1. The percent of loans made for the purchase of new passenger automobiles 
with maturities in excess of 24 months for each quarter since January 1, 1947. 
In a letter to us from General Motors Acceptance Corp., dated March 31, 1958, 
this information is supplied on an annual basis. We would like it on a quar- 
terly basis. 

2. The percent of loans made for the purchase of new passenger cars in 
which the downpayment made (either cash or value of trade-in) was 33% 
percent or less of the purchase price for each quarter since January 1, 1947. 
We understand that these figures are not available after sometime in 1955 
or 1956, but that data on dealer cost-ratios are available after that time. We 
would like the downpayment figures for the entire period they are available, 
and the percent of loans made for the purchase of new passenger cars in which 
the dealer cost-ratio exceeded 90 percent for each quarter in which these latter 
figures are available. It should be emphasized that at least one quarter of over- 
lap in the two series is necessary. 
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We understand that you have filed such data as we are requesting on a monthly 
basis with the Board of Governors of the Federal Reserve System. It would 


save us both time and effort if you would grant us permission to obtain these 
data directly from the Board. 


Sincerely yours, 
JOHN M. Buiarr, Chief Economist. 


GENERAL Morors Corp., 


General Motors Building, Detroit, Mich., May 1, 1958. 
Mr. JOHN M. BLalIr, 


Chief Economist, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DeaR Mr. Biarr: In response to your letter of April 15, 1958, we are enclos- 
ing four copies of a statement showing for GMAC selected term and downpay- 


ment data for the years 1947 through 1957, relating to new cars financed at 
retail. 


Very truly yours, 
Henry M. Hogan, Chief Counsel. 


General Motors Acceptance Corp.—New cars financed at retail—United States, 
selected term and downpayment data, years 1947-57 


[Percent] 


1947 | 1948 |1949 1/1950! | 1951!) 1952 '| 1953!) 1954 1| 1955 | 1956 | 1957 


1. Percent of total number of 
contracts with term exceed- 
ing 24 months: 
lst quarter -. 7 @ 





0 2.9 0.1 0.1 | 10.8 | 13.3 | 49.6 | 63.8 66. 1 

2d quarter - 0 1 0 BS} 33 4.1 | 11.5 | 27.5 | 56.1 | 67.7 71.5 

3d quarter - - . 0 oh) F. 3.4 2 7.8 | 12.1 | 38.7 | 62.5 | 60.8 74.7 

4th quarter - - - 0 0 2.4 2 | -2 | 11.2 | 13.1 | 42.5 | 62.2 | 67.7 71.9 
Total year: 


Including retail 
salesmen’s con- 


ey 9 2.6 ae 6.2 | 11.9 | 31.9 
Excluding retail 


salesmen’s con- 
tracts_ 0 0 9 2.6 oe 6.2 | 11.9 | 32.6 | 58.4 | 67.3 71.4 


2 (a) Percent of total number of 
contracts with downpay- 
ment less than 3344 per- 





cent: 
lst quarter .5 2.6 1.5 8.2 2.0 2.3 | 11.5 | 13.8 | 24.1 | 30.9 32. 1 
2d quarter - .6 3.2 1.7 8.0 2.4 7.2 | 12.5 | 16.6 | 28.2 | 32.0 35.3 
3d quarter - - ‘ 8} 3.4 4.4; 62] 2.5 | 10.9 | 12.7 | 19.7 | 30.8 | 32.3 | 37.7 
4th quarter__.__..-- bet oe 7om 1.8 1.9 | 11.5 | 11.4 | 22.1 | 30.5 | 31.3; 36.1 
Total year: 
Including retail 
salesmen’s con- 
tracts _. a E ene 4.1 6.1 2. 





Excluding retail 
salesmen’s con- 


tracts _. 1.0 2.5 4.1 5.2 1.3 7.6 | 11.0 | 16.8 | 28.9 | 31.6 35. 5 
2 (6) Percent of total number of : ; — 


contracts with over 90 
percent of dealer cost 


financed: 





242.8 | 238.3 

lst quarter 42.1 40.3 

2d quarter - 41.6 40. 2 

3d quarter. év punta ; ----| 38.9 38. 2 
4th quarter —-— - — —— -— — - 

Total year 41.4 | 39.3 


1 Quarterly data for years 1949-54 include retail salesmen’s contracts. Quarterly data for all other years 


exclude such contracts. For the years 1949-54, total year statistics are presented both including and ex- 


cluding retail salesmen’s contracts. 


2 Dealer cost statistics for 1956 developed for passenger cars only; in 1957 for passenger cars and trucks 
combined. All data exclude retail salesmen’s contracts. 


Note.—Regulation W, which established maximum maturities, minimum downpayments, etc., was in 
effect during the periods September 20, 1948 to June 30, 1949 and September 18, 19£0 to May 7, 1958 
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INSURANCE PREMIUMS 
(New Chevrolet V-8 4-door sedan) 


For automobile physical damage insurance, the premiums on new passenger 
ears are based on the manufacturer's list price. The premium schedules provide 
for the following list price groupings: 

Naua symbol 


Oe TD rsmnccererereperrn Secs ¢eneeme ine enceenmenweenmyenren H 
Ce a a etl ceed Delta ti pat binkinn team eonnernenacenasennwe I 
int en tentaenie manatee gees eneememncikiniedeeupsantdline: J 


The manufacturer's list price on a Chevrolet V-8 4-door Bel Air sedan is as 
follows: 


Naua symbol 


a SR Re ee eee H 
sh. 6st ee toe Ml alma pip auadanacsccncoucncsesod I 
ET BE RAE ETS 1S GIP OS, RISES CAL eS J 
i cian taeda epaincclieth thadiseD i eradet neo htien i ohaenteniislinea as ntact cn me eicnepeaon = J 


The premiums listed below for the various States are based on the following: 


Coverage : $50 deductible collision and comprehensive. 

Term: 12 months. 

Classification: Class 1, individual not using car for business and no male 
operator under 25 years of age. 


A principal city has been selected in each State where more than one premium 
schedule is applicable in the State and also the premium for the remainder of 
State. 

The cost is displayed using the premium in effect on February 1 of the year 
model. To show the effect of list price changes and experience from year to 
year we have shown the actual premiums on two bases as follows: 

(a) Thesame list price as of February 1, 1955. 

(b) The actual list price of the year model as of February 1 of that year. 





| 


Influence of cost of 
insurance 


State and territory Code 1955 1956 1957 1958 
Difference, Per install- 
1955 versus | ment, 30- 


1958 month 
contract 
Alabama: 
Birmingham - -.---- a $76 $60 $60 $60 
b 65 7 7 —$3 —$0. 10 
Remainder of State a 76 71 | 71 71 aa : 
» 4355. 78 85 85 9 30 
Arizona: Entire State_____- a 76 62 75 OO 1.55 cca 
b 68 91 103 27 90 
Arkansas: Entire State. ______. a 80 80 80 83 
b 86 97 101 21 70 
California: 
ee a Se a 71 62 73 85 
| b 67 &Y 104 33 1.10 
Remainder of State__......____--| 3 78 67 80 88 
aT a aici 7 96 108 30 1.00 
Colorado: 
NE escort i ; 99 62 45 45 55 |. 
D Ai Sede. 49 55 66 4 13 
Remainder of State. ...........-- a 73 59 59 72 
cena 64 70 7 14 47 
Connecticut: 
i iteuasbicisadenwansteesie a 55 53 54 67 yeaah 
>’ lhstteatealens 57 65 79 24 sO 
Remainder of State _--.-._......-- a 55 55 56 71 alia 
waste 59 68 85 30 1.00 
Delaware: Entire State. ............. a 69 65 63 64 aii. 
| ee 70 75 78 4 30 
District of Columbia: Entire District. a 79 7 68 DE ae de cata ee ee ae 
| ey | 82 82 87 s .27 
Florida: Entire State_-_.........._.-- a 57 50 | 50 Oe ladtséece a ciel 
RE 54 59 59 2 .07 
Georgia: 
tsk otaweniuscdsckee a 4 67 7 | ee 
Re i Be accueil 72 79 90 6 20 
Remainder of State...........--- a M4 69 69 BURT cet nee anni slneuhaienmei 
oS "lcsteae 77 85 101 17 57 
Idaho: Entire State_................- a 83 78 91 Sts ue alunannw eee 
 ‘Deeteameate 86 lll 122 39 1. 30 


| 








State and territory 


ADMINISTERED PRICES 4017 


| | Influence of cost of 
| | . insurance 
Code | 1955 | 1956 | 1957 1958 | —— 


| Difference, Per install- 
| 1955 versus | ment, 30- 





Illinois: 


Indiana: 


BMMOGEND.. « 5. icon ddbncsodebe 


Remainder of State 


Iowa: 
men Dees. ..........0. 


Remainder of State 


Kansas: 
Kansas City 


Remainder of State 


Kentucky: 
Louisville 


Remainder of State 


Louisiana: 
New Orleans 


Remainder of State 
Maine: Entire State. 


Maryland: 
Baltimore... 


Remainder of State 


Massachusetts: 
Boston 


Remainder of State 


Michigan: 
Detroit 


Remainder of State 


Minnesota: 
Minneapolis 


Remainder of State _- 
Mississippi: Entire State 


Missouri: 
Kansas City. 


Remainder of State 
Montana: Entire State 


Nebraska: 
Omaha 


Remainder of State 
Nevada: Entire State_.............. 
New Hampshire: Entire State 


New Jersey: 
a 


Remainder of State 


New Mexico: 
Albuquerque 


Remainder of State 





1958 |} month 
| contract 
| 
4 a $85 | $81 | $81 | fk ae ae ee 
OShil...dscns 90 | 100 95 $10 | $0. 33 
a 64 54 | 54 | 8 1 eR ee 
Oa |... wdouiee 59 | 65 | 75 11 | . 37 
i | | 
é a 67 54 | 54 eR 8 
Oe bo. comet 59 | 65 | 79 | 12 40 
a 67 51 | 51 OP lescccdctcceulducdeeuktete 
i. ..dgcademee 56 | 62 | 75 & 27 
a H4 56 56 al etd ies 
pe |. dees 60 67 77 13 43 
, a 55 52 52 | SE bss a ack awk thane eomeliie 
 lesadeske 56 61 69 14 47 
‘ a 78 58 | 58 Oa cata banat teat Sea cae 
ee ee 62 69 74 —4 | —.13 
. a 64 53 53 i ciscaadiell denne anepedhil 
. Lado = 58 64 SO) 16 53 
a 79 65 65 7 
b 70 79 90 11 37 
a 113 109 109 112 ‘ : 
b 121 | 133 136 23 .77 
a 91 7 ri 67 
b jee 7 82 | 82 -9 —.30 
a 89 82 82 82 | 
b ‘ RK 99 99 10 33 
a 53 50 49 | 53 
b aiia 54 | 58 65 12 40 
a 79 | 76 | 71 74 
b 4 7 90 11 | 37 
a 71 64 62 65 
b | 71 | 75 77 6 20 
| 
a 79 79 84 | eRe! . 
b aa 7 102 | 112 | 33 | 1.10 
a 50 49 51 62 
b ; 52 62 75 25 . 83 
a 77 7 | 7 79 
b : 72 | 81 Wh 19 | . 63 
a 62 53 | 53 7 : 
b 57 | 63 81 19 . 63 
a 71 54 54 62 
b 58 65 74 | 3 10 
a 58 56 56 65 
b 60 67 7 21 .70 
a 81 7 7 82 , 
b 83 91 99 18 60 
a 82 67 | 67 76 
b 7 7 92 10 . 33 
a 78 7 | 67 M4 ; 
b sae 7 82 101 23 .77 
a 86 80 90 Mp Asends<s ‘ aa 
b 7 110 125 39 1.30 
a 67 57 57 62 
BED leninaties 62 69 76 4 30 
a 69 61 61 66 
b 66 74 74 5 17 
a 102 95 106 109 
b 104 127 13% 30 1. 00 
a 57 57 57 OF lL dlsst.is ee eee 
b é 61 66 75 18 60 
a 97 92 88 OB hc ck nncesneDiileapeee 
b 101 107 107 10 33 
a 61 56 53 melee 5 I  .. 2 
b 61 65 65 4 13 
a 80 80 71 7 : 
b 7 87 96 16 53 
a 87 7 77 88 
b ead 95 94 107 20 67 
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State and territory Code | 1955 
New York: 
New York........ a $126 
b seen 
Remainder of State - a 66 
b oaa 
North Carolina: Entire State a 83 
b ; 
North Dakota: Entire State iH 64 
b 
Ohio: 
Cleveland a 67 
b $i 
Remainder of State a 66 
b 
Oklahoma: 
Oklahoma City a 80 
b 
Remainder of State _- a 
b 
Oregon: 
Portland . 68 
Remainder of State a 73 
b 
Pennsylvania: 
Philadelphia - a 118 
b : 
Remainder of State__ _- a 66 
b 
Rhode Island: 
Providence. . 71 
Remainder of State a i) 
b 
South Carolina: 
Charleston. a 87 
b a 
Remainder of State a 93 
b a 
South Dakota: Entire State a 71 
b 
Tennessee: 
Memphis. a 73 
b 
Remainder of State a 81 
b 
Texas: 
Dallas u 74 
b 
Western counties a 76 
b 
t Lake City. a 69 
b 
Remainder of State a 84 
b 
Vermont: Entire Stat a 58 
b 
Virginia: Entire State 4 77 
t 
Washington: 
Seattle a 69 
b 
Remainder of State a 71 
b 
West Virginia: 
Wheeling a 4 
b 
Remainder of State a ie 
b 
Wisconsin: 
Madison a 53 
b 
Remainder of State a 55 
b 
Wyoming: Entire State a 80 
b 


1956 


$120 | 
132 | 
66 
72 
69 
76 
63 
68 


56 
61 
58 
62 


60 
66 
66 


54 
58 
58 
63 
118 
128 
64 | 
70 


58 
63 
67 
79 


ie 


80 


74 


62 
67 


90 


61 
66 





ADMINISTERED PRICES 


Influence of cost of 


insurance 
1957 1958 
Difference, | Per install- 
1955 versus| ment, 30- 
1958 month 
contract 
$113 $118 : 
136 144 $18 $0. 60 
62 72 él 
74 88 22 73 
69 69 wa 
83 85 0 0 
63 85 
75 104 40 1. 33 
56 71 
68 86 19 63 
58 67 
68 83 17 57 
60 71 
74 86 6 20 
66 83 
80 100 14 47 
60 68 
72 82 14 47 
74 80 
90 96 23 77 
115 126 
139 153 35 1.17 
60 69 
73 83 17 57 
77 82 Sid 
95 100 29 97 
64 71 | 
78 85 26 87 
67 74 
81 90 3 10 
80 88 
98 107 14 47 
7 85 
87 102 31 1. 03 
62 62 
75 75 2 07 
83 83 
100 100 19 63 
55 61 
60 73 —]) -. 03 
71 83 
79 99 23 77 
73 73 - 
8Y 8Y 20 67 
83 83 
101 101 17 7 
58 65 
68 79 21 0 
63 63 
70 77 0 0 
71 78 
87 4 2 83 
73 s4 
&Y 101 30 1.00 
79 79 
96 96 2 07 
79 89 
¥6 106 12 40) 
45 4 
52 03 
47 
55 0 0 
82 78 
100 Y4 14 47 


3 
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In the statement entitled “GMAC and the Sales Finance Business,” attached 
to Mr. Stradella’s letter of April 10, 1958, your attention was called to the fact 
that General Exchange Insurance Corp. was the writer of physical damage 
insurance in the States of Massachusetts, Michigan, New York, and Ohio. 

Where the time buyer in the above four States elects to have the seller arrange 
for the required insurance, through General Exchange Insurance Corp., the insur- 
ance cost comparison is as follows: 


| yg : ’ | as 1 ar a 
Influence of cost of 








insurance 
State and territory | Code | 1955 | 1956 | 1957 1958 | | 
| Difference, | Per install- 
| 1955 versus! ment, 30- 
| 1958 month 
contract 
| | 
Massachusetts: | | | | 
Boston. | a | $59.25 | $59.25 | $63.00 | $69.00 
A | 65.25 | 76.50 | 84.00 | $24.75 | $0. 83 
Remainder of State a | 37.50 36.75 | 38.25 46. 50 | 
b | 39.00] 46.50] 56.25 18. 75 | 63 
Michigan: } | | | 
Detroit a | 57.75 50. 25 59. 25 | 
| b 54. 00 | 72. 00 | 14, 25 | 48 
Remainder of State - - - a 46.50 | 39.75 | 50. 25 | 
b | 42.75 | 60.75 | 14. 25 48 
New York: | | | | 
New York City a | 94.50 | 90.00 | 84.75 | 88.50) 
b | 99.00 | 102.00 | 108.00 | 13. 50 45 
Remainder of State a | 49.50) 49.50 | 46.50) 54.00 } 
b | | 54.00 | 55.50 66. 00 16. 50 | 55 
Ohio | 
Cleveland a | 50.25 | 42.00 | 42.00} 53.25 | 
a) we 45.75 |} 51.00 | 64.50 14. 25 | 48 
Remainder of State a 49.50 | 43.50 | 43.50 | 50.25 | 
b | 46.50 | 51.00 | 62.25 | 12. 75 43 
| | 1 


PD. C. AUTO INSURANCE INFORMATION 


GOVERN MENT OF THE DISTRICT OF COLUMBIA, 
DEPARTMENT OF INSUPANCE, 
Washington, April 17, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Senate Antitrust and Monopoly Committee, 
United States Senate, Washington, D. C. 

DEAR SENATOR KEFAUVER: I furnish herewith, at the request of Mr. Ray Cole, 
the following information pertaining to physical damage insurance on private 
passenger automobiles showing the National Automobile Underwriters Associa- 
tion classifications, rates, and premiums in the District of Columbia from June 5, 
1950, up to and including the rates in effect at the present time: 

Exhibit showing the rates or premiums for private passenger automobiles in 
the District of Columbia for comprehensive, fire, and theft, $50 deductible col- 
lision and $100 deductible collision insurance for certain symbols or types of 
automobiles. 

Current District of Columbia manual and manual pages showing the rates, 
rules and regulations, also key to symbols and age groups. 

In preparing the enclosed: information, we have attempted to arrive at a 
representative class or symbol that would include the average lower priced auto- 
mobiles (Ford and Chevrolet, for example). Therefore, we selected symbols 
F, H, and J—the key to these symbols will be found in the enclosed manual 
of rates, rules and regulations for the District of Columbia. 

The Government Employees Insurance Co. of the District of Columbia is not 
a member or subscriber to the National Automobile Underwriters Association. 
This company files direct with this department its own rates, rules and regu- 
lations, which are the same as that of the bureau with the exception of their 
rates and premiums which are, in all cases, 35 percent less than the bureau's. 

Very truly yours, 
MILLER Q. STOUT, 
Deputy Superintendent of Insurance. 


14 
\ 

. 

| 

i 
By 
| 

} 
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DEFINITION OF CLASS SYMBOLS 


NONFARMERS OR NONBANCHERS 


Class 1 (individual owners only) : 
(a) Not used in business except in going to or from work ; and 
(6) No male operator under age 25. 
Class 2A (individual owners only) : 
(a) Is used for business and/or pleasure; and 
(b) There is a male operator under age 25 who— 
(1) Is not the owner or principal operator, or 
(2) Is the owner or principal operator but is married. 
Class 2C (individual owners only) : 
(a) Is used for business and/or pleasure; and 
(b) The male owner or principal operator is under age 25 and unmarried. 
Class 3 (individual owners only) : 
(a) Is used for business or for business and pleasure ; and 
(b) No male operator under age 25. 
Class 2D (individual owners only) (discontinued February 1, 1956) : 
(a) Is used for nonbusiness purposes; and 
(b) There is a female operator under age 25 (no male operator under age 
25) who 
(1) Is not the owner or principal operator. 
Class 2 (individual owners only) (discontinued June 12, 1957) : 
(a) Is used for business and nonbusiness purposes ; and 
(b) There is an operator under age 25. 


FARMERS OR RANCHERS 


*Class 1F (individual owners only) : 
(a) Not used in going to or from work other than farming ; and 
(b) No male operator under age 25. 
*Class 2AF (individual owners only) : 
(a) There is a male operator under 25 who— 
(1) Isnot the owner.or principal operator ; or 
(2) Is the owner or principal operator but is married. 
*Class 2CF (individual owners only): (@) The male owner or principal operator 
is under age 25 and unmarried. 
Class 2F (owned either individually by farmers or by farm family copartnership 
or corporation) (discontinued June 12, 1957) : 
(a) Is used for business and nonbusiness purposes ; and 
(b) There is an operator under age 25. 
Class 2DF (owned either individually by farmers or by farm family copartner- 
ship or corporation) (discontinued February 1, 1956) : 
(a) There is a female operator under age 25 (no male operator under age 
25) who— 
(b) Is neither the owner nor principal operator. 


*Exception: Private passenger automobiles owned by family copartnerships or corpora- 
tions, which are not used in any occupation other than farming shall be rated 1F, 2AF, 
or 2CF provided such automobiles are principally garaged on a farm or ranch. 

Source: Rules, Rates, and Premiums Governing the Insuring of Automobiles for the 
District of Columbia, used by National Automobile Underwriters Association (1957 revi- 
sion of previous manual). 

Tabulation compiled from figures supplied by the District of Columbia Commissioner. 


—s 
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Private passenger insurance rates, District of Columbia—Cars. with list prices, 
f. 0. b., of $2,101-$2,600 (symbol J) 


; — 


June 13, 1955, | Feb. 1, 1956, | May 16, 1956, | June 12, 1957, 
$100 deductible collision | to to to to date 
Feb. 1, 1956 | May 16, 1956 | June 12, 1957 | 




















2DF... 49 | j | aut " 

3 61 61 | 56 | 64 
Age of car: More than 30 months: | 

1 apie a $ 46 | 46 43 | 48 

IF. 37 37 34 | 38 

2 a 66 | 66 60 | ‘ 

o... 54 | 54 4... 

2A... ‘ } 70 

2AF. | 55 

2C | 91 

2CF. 7 

2D a : 58 | } 

2DF__. 46 | 

3 58 58 53 60 
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DEPARTMENT OF COMMERCE, 
BuREAU OF THE CENSUS, 
Washington, D. C., March 25, 1958 
Mr. PauL Ranp DIxon, 
Counsel, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Mr. Drxon: This is in reply to your letter of March 7, 1958, to Mr. Ely, 
Chief of our Foreign Trade Division. 

We have checked the tables on imports and exports of passenger cars for the 
years 1920 through 1957 submitted with your letter and are enclosing tables 
reflecting corrected figures as shown in official records compiled by this Bureau. 

The import table, which you enclosed, included in some years not only new 
passenger cars but used cars, trucks, buses and auto bodies which account for 
the discrepancies between those data and the data compiled by the Bureau of 
the Census. 

Sincerely yours, 
Rornert W. BURGESS, 
Director, Bureau of the Census. 


[Department of Commerce, Bureau of the Census, Washington, D. C., Foreign Trade 
Report No. (special statement) ] 


UNITED STATES IMPORTS OF PASSENGER CARS 
1920-1957 * 


(These data include used passenger cars, if any through 1935) 


(Prepared under the supervision of J. Edward Ely, chief, Foreign Trade 
Division, Bureau of the Census) 


United States imports of passenger cars, 1920-57 °* 


[These data include used passenger cars, if any, through 1935] 


| 





Year Number | Value Year Number | Value 
i] 
SOR snes bine danse 926 | $1, 026, 518 || 1940........--- aah 253 $401, 214 
eee oe. 522 | 876, 163 || 1941___- 50 52, 165 
MRS eck wchdesb tes 483 802,888 || 1942. __. aa 25 19, 333 
SS a ee ; 853 Se Gee TSO OR. «a ac5-05e <5 oe 74 90, 067 
hia alicia Rik ee 604 841, 524 || 1944.______- ll 14, 639 
MDs cceaes hue cee 678 1,079, 560 || 1945. 51 80, 162 
BK. ct Me inalen dees 813 1, 352, 984 || 1946___. 1, 375 1, 419, 127 
| ae as 635 1, 218, 938 || 1947 . 1, 453 1, 742, 473 
cs the 566 poeee ees 1) 1008... ....--.--5 .| 28,047 | 29, 654, 359 
Soe. > oe 750 1, 190,140 || 1949. __- i 7, 543 | 8, 623, 783 
1930. __- : 708 | 874, 671 || 1950. __- | 21,287] 20,511,101 
et. ..k4 Tene ‘ 712 654, 345 || 1951... --| 23,607 | 26, 388, 547 
shee anaes foal 552 342,651 || 1952___. 33, 312 44, 733, 779 
1933___. 525 | 271, 269 || 1953_. : 27, 121 42, 057, 971 
EE OS aE 581 | 178,471 || 1954. .....-- 34, 554 44, 896, 921 
1935. _- ; 57 268, 804 || 1955 57, 115 69, 242, 436 
1906... - 460 | 385, 898 1966. ... 107, 675 126, 530, 296 
0072 Sea uc ck i 1, 442 964,002 || 1957 (9 months) 178, 715 204, 827, 783 
a. cc net 187 | 220,921 || 1957 (11 months) ---- 229, 705 265, 216, 392 
20S cr cigies 298 | 376, 960 || 1957 (12 months) -__-- 259, 343 301, 285, 921 


| | 1} 


! General imports for years 1920-30; imports for consumption for years 1931-5 


1General imports for years 1920-30; imports for consumption for years 1931-57. 
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1920 
1921 
1922 
1923 
1924 
1925 
1926 


1927 . 


1928 


1929- . 


1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 





(These data include used passenger cars, if any, through 1930) 
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UNITED STATES EXPORTS OF PASSENGER CARS OF DOMESTIC ORIGIN, 1920-57 


United States exports of passenger cars of domestic origin, 1920-57 


Year 


| Number 


130, 711 


26, 592 | 


66, 791 
127, 035 
151, 380 
244, 306 
238, 540 
278, 748 
368, 329 
339, 447 
153, 069 

80, 430 

40, 656 

63, 754 


143, 914 | 
172, 572 | 


179, 957 
229, 486 
161, 612 





Value 


$152, 694, 024 
28, 978, 634 


51,049, 816 | 


90, 692, 272 


| 
} 
| 
| 


| 
| 
| 
| 
| 


112, 534, 729 || 


184, 885, 830 
176, 432, 157 
207, 966, 456 
263, 575, 739 
234, 291, 394 
105, 979, 545 
49, 153, 682 
23, 286, 220 
31, 805, 237 
77, 783, 361 
94, 510, 757 


103, 024, 254 | 
134, 814, 725 | 
100, 143, 211 | 


Year 


| 
| 
| 
| 


ee 


{These data include used passenger cars, if any, through 1930] 


Number | 


137, 866 
88, 806 
81, 746 
13, 951 


2, 088 | 


1, 649 

1, 206 
116, 994 
266, 795 
217, 911 
140, 211 
120, 285 
216, 973 
141, 026 
154, 459 
173, 312 
211, 614 
174, 895 
141, 381 





Value 


$84, 658, 
57, 253, 
60, 702, 
13, 199, 

2, 420, 
2, 784, 
1, 447, 

122, 500, 

335, 330, 

281, 024, 

205, 074, 

179, 324, 

340, 031, 

243, 976, 

276, 020, 

300, 861, 

380, 641, 

332, 808, 

299, 423, 


401 
737 
648 
744 
506 
433 
376 
568 
528 
201 
032 
979 
796 
057 
378 
719 
838 
705 
859 
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DOCUMENTS SUBMITTED BY EATON CHEVROLET, INC. 
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new.» @USED CAR AND TRUCK APPRAISAL RECORD @ 





COST TO PUT IN SALEABLE CONDITION 
(hems in Red Should Be Minimum Pertormed On All Units) 





a... = GRAND TOTAL—Est. Cost of Reconditioning 3% 
\PPEARANCE TO (Tromster to Line 10—Figure Eoch Deo!) 
au Vaen Anereiced 7 
on U ; + ISTIMATED RETAIL SELLING PRICE J4h) 
| AUTOMATIC TRANS. OVERDRIVE [) HEATER (*~ RADIO [ (Tronster to Line 9—Figure Each Deo!) 
|POWER STEERING SPOTUGHT [}) CLOCK [) TOOLS ( 
|POWER BRAKES ) POWER SEAT () 2-SPEED AXLE) | APPRAISED WHOLESALE VALUE ee 
|POwWER WINDOWS Tes (Transfer to Lines 6 and 11—Figure Each Oca} 
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Troster owned by the Customer or Spouse. (If MONE check 


STATEMENT FOR CLASS 1, ZA, 2C, 3, IF, 248 
The Cystamer maken the statement dewgneated below by the letter 
MOM FARMERS OF MOM -RAMCHERS 
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CLASS 3 MEANS | Incivedol Owners oniy 


o 1S used for business OR for busines ord plemure; AND 
(b>) NO MALE operator under age 25. 


2CP RATING OM A PRIVATE PASSENGER AUTOMOBILE 
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{New York Times magaine, May 4, 1958] 
Do INSTALLMENTS PERIL THE ECONOMY? 


A Congressional Specialist on Credit Discusses the Nation’s Huge Time Payment 
Debt and Its Possible Effects on the Recession 


(By Joseph C. O’Mahoney)’* 


WASHINGTON.—Now that the recession is officially here, we may finally get 
an answer to the troublesome question of whether installment credit has gotten 
too high. It is no secret that Americans’ installment debt, or the amount of 
money people still owe for things they have bought on time, has risen spec- 
tacularly in recent years—from about $9 billion in 1948 to a peak of more than 
$34 billion last December. 

I hope that the answer to this question is not a dramatically catastrophic 
one; I hope that repossessions and failures to meet time payments won’t snow- 
ball the economic downturn by dumping used consumer goods onto a declining 
market. Time will tell, but clearly that possibility is with us, for consumer 
credit can curl our economic hair. 


1 Joseph C. O'Mahoney, Senator (Democrat), from Wyoming, was the first chairman of 
the Joint Senate-House Economic Committee and is at present one of its members. 


HOW INSTALLMENT DEBT 
VARIES WITH FAMILY INCOME 
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The proportion of families owing installments rises from 16 percent of those in 


the lowest group to 61 percent of those in the $4,000 to $7,500 group, then 
declines. 


To combat the recession, Washington advisers call for a restoration of confi- 
dence. It must be remembered that confidence and credit are not synonymous. 
A credit system which is extended to the breaking point, by no downpayments 
and eons in which to pay, will destroy confidence and ruin sound government. 

A clue to the danger we face lies in the fact that installment spending for 
consumer durables—the big things like cars, refrigerators, TV sets—began 
dropping in January and may well be contributing to the recession. It is my 
personal hunch that this is the proof that people had overextended themselves 
on installment purchases and have had to retrench; it also serves to reinforce 
my feeling that now is an important time to take a keen look at the whole 
installment segment of the economy and to act to prevent future excesses. 

The fact that many antirecession moves are being aimed at the consumer to 
stimulate buying does not affect this situation. Certainly in an economy that 
is already sick, it does not help to stimulate it with phony buying—purchases 
without any cash payment by people whose income and jobs are in jeopardy. 
Efforts to stimulate sound installment purchases, using, for example, extra 
income from an excise tax cut as a downpayment, are all to the good, of course, 
but such buying would in no way be dampened by sound consumer credit regu- 
lation anyway. 

In recent years, several of my senatorial colleagues, Republicans as well as 
Democrats, have shared apprehension over the installment credit situation. 
We have watched the growth of this form of money lending, and we know that 
it alone was largely untouched by the anti-inflation credit restraints exerted by 
the Federal Reserve Board until very recently on the other major sectors of the 
money market. We also know that installment credit, based on steady employ- 
ment and payrolls rather than tangible collateral, may prove to be built on 
quicksand in a declining economy. 

Now I, for one, feel strongly that a healthy consumer credit market is essential 
to our mass-production economy and the well-being of our people, and that it is 
a national responsibility to see that it is soundly based. ‘Therefore, before I dis- 
cuss the dangers in the present situation and what ought to be done to correct 
things, let me make plain just how important installment credit is as a force for 
growth in the economy. 

When the average person steps into his gleaming new car to drive into the coun- 
try, the chances are he will be traveling in a vehicle he calls his own but which, 
in fact, belongs to the seller. As he whirls along the highways, he views clusters 
of new homes from which television aerials spring like trees in a grove to most 
of them a debt tag is attached. And if this average driver were to step into any 
of these houses, he would find all kinds of luxurious items—dishwashers, clothes 
driers, furniture, even the jewelry in madam’s bureau—in use and unpaid for, 
bought “on time.” 

Homes equipped with inventions for taking the drudgery out of housework, 
speedy automobiles, the gadgets of modern living, even world tours on a pay- 
later basis—all these, and more, sold on credit, have helped raise to record pro- 
portions the total output of the American economy. 

Nothing illustrates this better than the automobile industry. The 4,000 auto- 
mobiles manufactured in this country in 1899 were sold only to the very rich. 
When they were brought within the reach of the common man, first by Henry 
Ford and his concept of mass production, and then by installment selling, the 
total output was fantastically multiplied. 

As car sales increased, the whole national economy benefited. New markets 
were made not only for steel and copper and zinc, but for glass, for fabrics, for 
rubber and a vast multitude of commodities without the automobile could 
not be made. New jobs were created not only for those operating the machine 
tools on the production line but also for those who built the tools and supplied 
the raw materials which go into every car. 


22805—58—pt. 7——49 
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Clearly, the rise of the installment credit technique for increasing retail sales 
has been as important as the general use of commercial credit in the healthy 
expansion of our fundamental production and distribution capacity. 

After all, business cannot be conducted on a cash basis. 

Generally, however, the credit which makes economic growth possible is the 
eonfidence of society that those who borrow money have the assets to repay 
the loan. In most lending operations, the assets of the borrower—blue-chip se- 
curities, real property, the inventory or stock of a corporation, and the like— 
are put up as collateral for the loan. They are the guaranty to the lender that, 
come what may, he can get most of his money back out of the possessions already 
owned by the borrower. This commitment also tends to make the borrower more 
eautious. 

In this fundamental respect installment credit is different. Here the con- 
fidence of the lender rests upon the belief that the borrower will have the assets 
to pay up in the future, when the time comes to pay the installments. The only 
collateral posted by the buyer is the article he is purchasing and this is not really 
his, since in most cases, he buys on a “conditional sale’ and title does not pass 
to him until his final installment payment is made. 
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Almost two-thirds of all motorcars and about half of all TV sets, refrigerators, 
and pieces of furniture are bought on installment plans. 


HOW OUR $34.1 BILLIONS 
OF INSTALLMENT 
CREDIT WAS 





Automobile buying, through bank financing or other methods, account for 45 
percent of the total debt, with consumer goods and loans making up nearly 
all the rest. 


In substance, then, credit for a “time” purchase is granted by the lender in 
the faith that the buyer’s income will remain steady enough to meet regular 
payments for 12, 24, or even 36 months; his security is the article sold—the 
television set, or automobile, or washing machine—which drops enormously in 
value the minute it leaves the retail store. No lender of commercial credit— 
say, mortgage money—accepts so ephemeral a guaranty for his largesse. 

For this very reason, the risk taken by the installment credit lender is greater 
than in most other business loan operations. His interest charges, naturally, 
are likely to be greater, too. 

And this leads me to stress the noteworthy fact that installment credit was 
unrestricted by the “tight money” policy pursued by the Federal Reserve Board 
for more than 2 years as a weapon to discourage inflation. The instrument for 
tight money policy is the power of the Federal Reserve Board to raise or lower 
basic interest rates; that is, to set a minimum price on the cost of borrowing 
money. Many commercial borrowers could and often have deferred new fund- 
ing operations when the high cost of money made the transaction too expensive 
to be profitable. 

The installment buyer does not measure things that way. Here we have an 
individual driven by the desire (self-generated or inspired by zealous salesmen) 
for some new possession. He pays little or no attention to the rate of interest 
he is paying or whether it might be absurdly high in relation to the cost of the 
article or his need for that article. His sole concern is whether the monthly 
payments seem to fit within his income, and, of course, he presumes his income 
will not shrink in the coming months. 
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This lack of buyer resistance to high interest rates at the consumer-goods 
level has in effect negated the tight money policy in this section of the economy ; 
installment credit has remained “easy money.” By the same token, installment 
credit is untouched now that the tight money policy has been dropped. Psy- 
chologically, the relaxed monetary atmosphere may tempt installment sellers 
to offer even “easier” terms—smaller downpayments and longer time periods— 
but this probably will not add appreciably to the already swollen installment 
credit lists. 

Consumer credit is now a far larger sum than all the cash in circulation. It 
is, in my view, a Sum so enormously important in the Nation’s economy that the 
question of its soundness (i. e., the probability that all the huge debt will be 
repaid in full) becomes a national issue. 

Has the consuming public overextended itself? 

This is a frightening question. Let us look for a minute at the reasons why 
it arises, especially in the consumer credit field. 

(1) By and large, the individual consumer determines for himself how much 
debt he can carry. Most installment sales retailers and their finance companies 
make no real effort to find out whether the buyer about to sign an installment 
eontract might already have a dangerous percentage of his paycheck committed 
to other credit purchases. Even if they find a big commitment, the chances are 
they will go ahead with the new conditional sale anyway. 

(2) In many instances, the financing, because of the risk, is at usurious in- 
terest rates. The usury laws apply to loans of money. Since installment credit 
results from the sale of goods, legal ceilings on interest rates are lacking and 
the uninstructed purchaser pays rates that are in higher brackets than he 
often realizes. 

As an example of this, let me cite a recent credit offer made by a very repu- 
table retail store. A housewife who wishes to make a major purchase may agree 
with the store’s credit people that she can afford monthly payments of, say, $20. 
The store then grants her credit to purchase 10 times that amount of goods, or 
$200 worth. Each month, she pays her $20 plus a “service charge” of 14% 
percent on the remaining balance; but she is also entitled to maintain her debt 
to the store at $200 and make $20 worth of new purchases each month to be 
paid for later. If she does this, she continues paying 114 percent a month on 
the balance—for an annual interest rate of 18 percent. 

(3) The rise of the credit finance company, although a worthy institution in 
many ways, presents another difficulty. Today a great deal of installment credit 
money is loaned, not by the seller of the article, but by a separate company in 
business solely to lend money. In effect, these credit companies the retailer 
for the article you purchase; you pay the credit company. Under this system, 
the company, seeking to make a profit on its operations, charges a very high 
interest rate. 

Recently, a Federal Reserve Board study of consumer installment credit 
found that automobile dealers pass on to finance companies more than 95 percent 
of the debt on the cars they sell, and that retailers in other fields pass on nearly 
half of their customers’ debts. 

(4) More important than the high interest rate is the fact that the system 
relieves the retailer of any responsibility for the soundness of his sale. And this, 
in turn, is an open invitation for the irresponsible, fast-talking, fly-by-night 
dealer. 

Senator A. S. (Mike) Monroney, chairman of a subcommittee of the Senate 
Interstate and Foreign Commerce Committee on automobile marketing practices, 
declared during hearings last year that “it was freely admitted that many de 
structive sales tactics were practiced by the ‘fringe’ of the industry, and that 
while only a small percentage of the trade engaged in ‘gyp’ methods, ‘phony’ 
advertising, ‘packed’ prices and misleading offers, these things had a demoraliz- 
ing effect on the automobile industry as a whole.” Even the ethical majority is 
being badly squeezed because dealers must pay cash for their stock and sell on 
credit, with diminishing profit margins. 

The automobile industry is not alone in offering what can be described as 
wildly unsound credit terms, but it presents some striking examples: 


"58 Model 
No fixed downpayment 
Your old car is all you need to offer” 
“Drive home the No. 1 Deal 
* * * even if you still owe on 
your present car.” 
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Even in 1955, according to the Federal Reserve, “30 percent of those credit 
buyers of new cars who had also bought the traded-in car on credit had debt still 
outstanding on the car they traded in.” It is doubtless true that many individ- 
uals are capable of taking on new debts before retiring old ones, but when this 
becomes a practice it would certainly seem to be a warning of difficulties around 
the corner. 

(5) The final element I want to stress is that the installment purchaser 
represents a segment of society at the bottom of the income scale. He is 
among those most likely to be laid off when jobs get scarce, and least likely 
to have any financial reserves. Into this group fall the young people from 
18 to 24 who are caught up in the desire to possess the conveniences and 
luxuries of the present era—and have no first hand knowledge or recollection 
of the great depression after 1929. 

So, in sum, this is our situation: by the latest figures available, there is 
a little more than $33 billion in credit outstanding, jacked largely by faith in 
steady employment at a time when unemployment is rising, assumed largely 
by people who never knew the great depression, unregulated by the Federal 
Government because its users pay no attention to interest rates, and uncon- 
trolled by normal market caution because the sellers (or lenders) take no 
responsibility for the soundness of the loans. 

Up to now, there seems to have been little concern, either in the Government 
or private business, for the dangers inherent in all this. For example, the 
United States Chamber of Commerce reported recently to the Federal Re- 
serve Board that of approximately 4,000 businessmen who replied to a ques- 
tionnaire, about 50 percent thought consumer credit might be “too high” for 
safety, and yet 70 percent opposed any Federal regulations because “ours is a 
time of peace.” 

The Federal Reserve Board itself, having recently completed an exhaus- 
tive study of the consumer credit situation at the request of the President, 
concluded that regulation or control was not needed, even though its Chair- 
man, William McC. Martin, previously had agreed that “standby control powers” 
might be advisable. The Board seems to have been persuaded by such hoary 
arguments as: “Self-regulation is a sufficient protection against abuse.” “The 
reople should have the right to spend their own money as they please,” and, 
finally, “The law of supply and demand will take care of any excesses.” 

In other words, this kind of problem isn’t the Government’s business except 
in time of war. Why shouldn’t it be, if maintenance of a stable economy is— 
and it is—the Government’s business? 

What should the Government do, particularly now that it is realized that 
Soviet Russia is waging economic war against us? What kind of control or 
regulation should we have? The answer is simple—reestablishment of the legal 
authority behind the old World War II “regulation W.” This authority would 
enable the Federal Government to require a minimum downpayment on any 
installment purchase, based on a percentage of the selling price, and a maxi- 
mum length of time in which the debt must be paid off. The fact that 
the monthly payments would be higher—over a shorter period—would make 
the buyer more keenly aware of the debt he was assuming. Also, the re- 
quirement of some downpayment would be an effective brake on many an irre- 
sponsible consumer (and on the salesman tempting him) because it would 
force him to have some hard cash on hand. 

These devices would quickly put installment credit on a basis that the 
Nation could know was sound. They might, at least initially, curtail install- 
ment purchasing. But those who argue that, in a declining economy, nothing 
should be done that might cut down consumer buying, I would say simply 
this: “regulation W” restraints need not lead to a measurable reduction in 
consumer purchasing if the instal!ment credit market is already soundly based. 
If, as I suspect, the base is weak, it is far better for the national economy to 
cut back in an orderly fashion to a healthy market than to go on to a catastrophic 
collapse of a phony market. 

Obviously, few factors are more important to the economic stability of the 
country than the continued ability of the installment debtor to meet his debt. 
In the past few months there have been distressing signs that installment credit 
collections are becoming more difficult. We are told that banks are beginning 
to find a higher ratio of delinquency among debtors. 

These are symptoms of trouble, of termites eating away at the basic support 
of our economic structure. It is the clear job of Congress to study the situation 
and pass legislation that will give the Government the power it needs to step 
in. 
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At this stage, I am personally uncommitted on the question of whether the 
Government’s power to issue credit regulations should be mandatory or per- 
missive; whether the power should be granted to the Federal Reserve or to 
some other agency. This can be determined after hearing the experts and 
assessing the attitudes of those who would administer the controls. I am also 
not prepared to state just what the terms should be, whether one-fifth to one- 
third down and 15 months to pay, as under the final stage of “regulation W,” 
or some other combination. 

In any case, I can only hope that the present recession does not cause the 
market supported by installment credit to collapse before Congress can enact 
a protective law. 

In candor, I do not think such a catastrophe is impending unless we refuse 
to act. Delay can be disastrous. I believe even the threat of it should force im- 
mediate action to save the great American consuming public from the blandish- 
ments of irresponsible supersalesmen and from the excesses of its desires for 
the luxuries of modern living. On the basis of past experience, I am sure 
that congressional interest in this vital matter will be nonpartisan. 

These are not times of peace and prosperity. They are times of scientific, 
military, and economic conflict on a level mankind has never before experienced. 
The “cold war” in which we are engaged, especially with a domestic recession 
in progress, can be more dangerous than any of the brush wars some of our 
military men talk about. The survival of the system of private ownership is 
the issue of our time ; we cannot afford to risk its stability. 


[Washington (D. C.) Post and Times-Herald, April 6, 1958] 
MeEpIUM-PricE Car SALES LAG Worst IN 1958 


Detroit, May 5.—Cars in the medium-price class are lagging 9.22 percent 
behind comparable 1957 in their market penetration, Automotive News said 
today. 

Excluding import-car sales, the trade paper said, the medium-price cars are 
accounting for 31.35 percent of the market. Only 2 months ago demand for 
medium-price makes was running at 36.11 percent. 

The low price class, the paper said, has moved up to 64.37 percent compared 
with 59.5 percent early in March. The high price class is taking 4.28 percent 
compared with 4.19 percent 2 months ago. 

“Contributing to the strong showing of the low price field,” the paper said, 
“have been the strong performances by Rambler and Chevrolet. Chevrolet is 
holding within 94 percent of its year-ago unit total, while Rambler is up 71 
percent. Rambler is the only domestic make selling more units than it did 
last year.” 


STAFF MEMO ON GENERAL MOTORS COMMENTS ON COST INCREASE 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
May 29, 1958. 


MEMORANDUM 


To: Paul Rand Dixon, counsel and staff director. 

From: E. Wayles Browne, Jr., and John M. Blair. 

Subject : General Motors Corp.’s comments on material cost increase, 1957 versus 
1958 models. 


General Motors Corp. has submitted comments on the table headed “Bill of 
Materials in a “Typical Passenger Car,’ ’’ which was attached to our memorandum 
of January 25, 1958, as corrected on February 3, 1958. GM objects that the 
staff calculation underestimated the increase in materials cost from 1957 to 1958 
in several ways. 

It should be noted at the outset that as compared to an average factory price 
of around $2,000 per car, our estimate of the increase in total materials costs 
between 1957 and 1958 ($5.95 per car) is not greatly dissimilar to the increase 
of $35 per car in materials, purchased parts, and freight, between the 1957 and 
1958 models as submitted by GM. 

Some of the points made by GM are of relatively minor importance and may 
be dismissed very briefly. Thus, GM states that it buys parts which embody 
eosts not included in our “Bill of Materials.” This is undoubtedly true but 
our memorandum was not addressed to the question of costs of materials and 





he 
58 


ice 
sts 
ise 
nd 


lay 
dy 
put 
ind 


ADMINISTERED PRICES 4085 


parts, but only to changes in cost of materials. This point by GM is therefore 
simply irrelevant. GM states that it pays freight on purchased materials and 
parts, also not included in our estimates. For the reasons indicated above this 
point is relevant here only to materials. In the context of our memorandum, the 
real question is, therefore, whether freight on purchased materials is higher 
in 1958 than in 1957. Since the total increase in freight charges for materials 
and parts is only $2.76, the amount involved for materials alone cannot be of 
much significance. 

Incidentally, there is one reason to assume that freight costs borne by the 
automobile manufacturers on their most important material, steel, may in fact 
be lower in 1958 than in 1957. This is the apparent increase in the absorption 
of freight by the steel producers. (Cf., e. g., Steel, April 14, 1958, Wall Street 
Journal, January 24, 1958; New York Times, November 11, 1957.) 

GM states that the 1958 models use 20 percent more glass than 1953 cars and 
that costs are greater because of the shift from flat to curved glass. GM did not, 
however, discuss either the total cost of glass in a car nor the change in cost 
from 1957 to 1958. As pointed out in our memorandum, it was impossible to 
find wholesale quotations on glass and an estimate of $50 per car was made. It 
happened that this turned out to be quite close to a figure of $47.53 subsequently 
supplied to this subcommittee by American Motors on March 4, 1958. 

Of more importance, GM states that our comparison should have been between 
August 1956 (for the 1957 model) and August 1957 (for the 1958 model). In 
describing their method of computing costs, GM states: 

“* * * General Motors cars are produced on a model year basis, and the cost 
studies for each model are based on known costs in effect at the time of the cost 
studies. * * * Although costs may increase subsequent to the establishment of 
the new model prices, it has been our general practice to maintain the original 
price structure until the next new model announcement.” 

Unquestionably, not all of the materials used in production for a given model 
year are purchased at the price known in effect at the beginning of the model 
year. This raises the interesting question of how subsequent changes in prices 
of materials—still to be used in production in the given model year—enter into 
GM’s costs and then into its prices. If such prices are lower than those at the 
beginning of the model year, GM’s computed costs presumably overstate its true 
costs for the model year; if they are higher the bias is in the opposite direction. 
In either case, the conclusion may be drawn that while GM may prefer to operate 
on the basis of computed costs at the beginning of successive model years, the 
shortcomings of this type of procedure make it inappropriate for GM to imply 
that this is the only basis for a proper comparison. GM calculates its own profits 
on a calendar year basis which is certainly compatible with our use of calendar 
year average prices for materials. 

In our memorandum we clearly recognize that the present cars have changed 
from the model used for the Bill of Materials—the latest one available. The 
GM comment pointed to increases in usage of aluminum, copper, lead, zinc, and 
stainless steel. This seems slightly peculiar since GM had just said in the 
preceding paragraph that we understated the decline in costs from the 1957 
model to the 1958 model resulting from price reductions in copper, lead, and 
zinc. Aluminum, on our table, showed only one-half cent per pound increase, 
which appears to be a nominal increase for cars with steel bodies and cast-iron 
engines. While it is possible that the increased use of these metals makes the 
1958 models more costly than the 1942’s, it is not evident from available data 
that these metals made the 1958’s cost more than the 1957’s. 


1 While irrelevant to our memorandum, changes in prices of parts are not, of course, 
irrelevant to total automobile costs and prices. In this connection, there is some reason 
to believe that prices paid by the automobile producers have been lower in 1958 than they 
were in 1957. Thus, according to the Wall Street Journal: 


“AUTO PARTS MAKERS CUT PRICES TO THE BONE COMPETING FOR 1959 MoprL ORDERS 


“Competition in this industry has been rougher than ever this year; big auto makers 
have haggled as seldom before, parts makers report. They say they’ve been filling con- 
tracts at prices 10 to 15 percent below last year despite higher costs. As one parts maker 
puts it: ‘Auto firms have followed a policy of careful buying while many parts suppliers 
have gone in for panic selling.’ 

“Competition, say parts makers, is stimulated by auto firms cutting down on the number 
of suppliers. While this builds volume for successful bidders, it also encourages price 
cutting by firms trying to keep from being left out, say the parts makers. 

“Price-cutting example: An Ohio parts supplier says it was undercut 20 percent by a 
competitor which landed an auto hardware contract” (Wall Street Journal, May 29, 1958). 
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U. 8S. News & WorLD REporRT, 
Washington, D. C., May 16, 1958. 
Mr. Pavut RAnp Drxon, 
Counsel and Staff Director, Committee on the Judiciary, United States 
Senate, Washington, D. C. 


Dear Mr. Dixon: This is to acknowledge your letter of May 15. It’s O. K. for 
you to put into the record the articles from our magazine to which you refer. 
It would be appreciated, however, if you would indicate in each case whether 
you are using excerpts or taking the full text of the article. 

Sincerely yours, 
Carson F. LyMAN, Managing Editor. 


(Copyright, 1958, U. S. News & World Report of April 25, 1958] 
WHo GETS THE DoLiarRs You PAy For A CAR? 


If you have been wondering who cashes in on the money you spend 
for a new automobile, note these facts: 

On the average, the price of a car is half again what it was 10 
years ago. Why? 

Big cost increase is in wages and salaries of workers in autos and 
related industries. 

Materials and parts are up sharply. Much of this reflects higher 
labor costs. 

Taxes cost more. So do plants and tools. 

Profits—car makers’ and retailers’ combined—are lower than 10 
years ago, how represent less than 6 percent of the price. 

Here is the story of your auto dollar. 


The average price of a new American car at this time is $2,833. Ten years ago 
the average price of a new car was $1,888, or $945 less than now. 

Who gets those 945 additional dollars? Also, how is the money that a buyer 
pays for a car actually divided up? 

The accompanying pictogram helps to give answers to those questions. Facts 
that underlie the pictogram are based upon annual reports of General Motors 
Corp., upon official United States statistics of income, and upon reports of the 
Automobile Manufacturers Association and the National Auto Dealers Associa- 
tion. The figures cover the manufacturer’s role in making a car and also the 
dealer’s role in getting it to the customer. 


What labor gets 


Wages, salaries, bonuses, fringe benefits, and commissions paid to employees 
of manufacturers and dealers account for $916 of the $2,833 that a customer pays 
today for a new car. That is an increase of $385 over the $531 that went to the 
employees when a new car cost $1,888. 

Thus, more than one-third of the increase in price is due to increases in direct 
labor costs. 

The manufacturer’s bill for wages, salaries, and fringe benefits has gone 
up by about $185, or more than 50 percent during the decade. The dealer’s 
pay to salesmen, clerical help, and the men in the garage has increased about 
$200, and is now more than double that of 1948. 


Cost of materials 


Automobile companies buy materials for the car; they purchase many of 
its parts and accessories from other manufacturers: they pay for national 
advertising. Dealers pay for transportation from the factory to the showroom 
and for local advertising. 

For such goods and services, the cost comes to about $1,204 on the average 
new car. Ten years ago, these goods and services accounted for $748 of the 
purchase price. The increase in cost in these elements, therefore, is $456, or 
not far from one-half of the rise in price over the 10-year period. 

Much of that increase in cost stems, in turn, from increases in wages and 
salaries of the companies producing raw materials, parts, and accessories. Some 
is due to the fact that the present-day car is bigger and more complex and, 
hence, takes more material, more parts, and more labor. 

The quantity of steel in the average car today is not much greater than it 
was 10 years ago—roughly 1.8 tons. The cost of that steel has gone up from 
$99 to $172. This is the largest single increase in raw-material costs 
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Taxes much higher 


Taxes account for the next largest slice of the cost of your car. The total, 
including the companies’ income taxes, comes to $462 on a 1958 model, com- 
pared with $383 on a 1948 model. That is an increase of $109, or 11 percent 
of the rise in the retail price. 

Manufacturers’ taxes have gone up from about $210 to about $370 on the 
average car. The Federal excise tax, paid initially by the manufacturer, now 
averages $188, compared with $87 on the 1948 model. 

Dealer’s taxes, meanwhile, have actually decreased because his profits have 
shrunk. In 1948, there were long waiting lines for cars, and dealers had no 
trouble with sales and with maintaining comfortable profit margins. Today, 
dealers are in a fiercely competitive market and sales are down. 


Cost of plant 


To make cars and get them ready for the customer calls for a huge invest- 
ment in plant and also in investment for tools in the dealers’ garages. This 
investment has to be recovered through charges for depreciation, based on 
wear and obsolescence which are reflected in the price of the car. In the 1958 
car, depreciation is estimated at about $90. That is an increase of $55, compared 
with 1948. 

Most of that increase stems from higher depreciation charges made by the manu- 
facturer, who finds his factories today much more costly than they were 10 years 
ago. The cost of construction has gone up; prices of machinery are much higher, 
These increased costs have been incurred by the auto industry in the process of 
expanding and replacing older plants. 

How much profit? 


Because of the drop in the dealer’s margin, the total amount of all profit 
included in the price of a car is actually less today than in 1948: about $161 
compared with $221. 

The manufacturer’s profit per car has gone up about $27, from $116 to $143, 
on the average. The dealers’ overall profit averaged on the basis of new cars 
sold, comes to about $19, compared with $105 profit 10 years ago. 

It appears, therefore, that profits do not account for the rise in price since 1948. 
If profits alone were the deciding factor, a car today would cost less than in 1948, 
instead of costing more. And, if profits of manufacturers and retailers were 
eliminated entirely, the price of a 1958 car would be reduced by less than 6 percent. 

Most of the added $945 you are asked to pay for the average new car today turns 
out to be due to two factors : Increased labor cost, and increased costs of materials 
and parts, which also are labor costs in large part. [End of complete article.] 


[U. S. News & World Report, April 28, 1958] 
SPECIAL Report—IN Evropr, Auto MAKERS CAN’T KEEP Up WitHh DEMAND 


Foreigners, not Americans, are making most of the world’s autos 
now. Selling them, too. Europeans, turning out small cheap cars, 
have buyers waiting months for delivery at home, abroad, in the 
United States, too. For European auto makers it’s a boom, still 
rising. 


REPORTED FROM LONDON, PARIS, BONN, AND ROME 


For the first time in the history of the assembly line, automakers outside the 
United States are turning out more cars than are produced by American auto- 
makers. . 

In the United States, the prospect is that the automobile industry will be lucky 
to produce and sell 5.5 million new vehicles in 1958. The auto industries of Europe, 
plus those of Canada and Japan, are producing at the rate of 5.7 million a year, and 
could sell far more than that if able to produce the cars. 

The automobile industry abroad, producing small, lower priced cars with low 
operating costs, is enjoying an unprecedented boom. For the more popular makes, 
there are long waiting lists. 

All of this is in sharp contrast to the situation in the United States, where 
demand is reported to be down one-third from 1957. 

It is not only in the United States that the smaller European car is popular. 
All through the overseas markets of the world, the big, expensive American cars 
are losing out; the smaller, more economical European cars are taking over. 
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The Soviet Union isn’t even in the race; its total production is a fraction of that 
of the European Big Three—West Germany, Britain, and France. 

The Europeans have captured the lead in the world’s auto trade, operating on 
a continent where roads are crowded and narrow, where gasoline often costs 
nearly $1 a gallon, where taxes on auto owners are much higher and per capita 
income is much lower than in the United States. 

While United States cars gather dust in European showrooms, European 
buyers wait from 6 months to 3 years to get delivery on popular makes of 
European cars. In the five producing countries of Western Europe, auto makers 
can sell more cars for markets outside Europe than they can make. But the 
Europeans are expanding plant and production rapidly, riding their boom. 


First time since 1905—more cars and trucks being made abroad than in 
United States. 


United States auto industry’s output, annual rate (cars and trucks)-_-_ 5, 300, 000 
Rest of world combined, annual rate (cars and trucks) 


Output of cars and trucks in other countries (annual rates) 


West Germany 
Great Britain 


Canada 


Note.—United States figure is an annual rate, seasonally adjusted, based on first 


= 1958. Figures for other countries are projections based on recent production 
rates. 


In front: Germany 


West Germany is leading the European producers. Virtually all the German 
automakers—Volkswagen, Opel, Ford Germany, Daimler-Benz, DKW, Porsche, 
Goggomobile and others—are running close to capacity, many of them in plants 
expanded last year. Production now is running at 100,000 cars a month, and is 
heading higher. 

Price changes, like style changes, are few. Most West German cars this year 
sell for the same prices as last year’s cars. Buyers are waiting in line. 

The home market takes most German cars. Germans wait 6 to 8 months fora 
Volkswagen, 9 months for Opel’s Karawan. Many showrooms are empty. 

West German car exports were up 31 percent in the first quarter of this year 
over the same period in 1957. Overseas buyers wait, too. 

“Business has never been so good,” said Opel’s managing director. “We could 
sell double the 1,200 cars we produce each day. We'll hold our markets.” 


Boom in Britain 


The British have never made so many automobiles and, so far, are selling all 
they can make. At present rates, the British car makers expect to turn out over 
1 million autos this year, compared with 860,000 in 1957. 

The British Government is deliberately keeping down the demand on the home 
market with a whopping purchase tax of 60 percent. Industry officials say they 
could boost British sales from 425,000 cars a year to 750,000 if this tax were 
cut. That’s not likely. 

Overseas sales take most British autos now. Exports of British cars are 
running at the rate of 500,000 a year, compared with 426,000 last year, 337,000 
in 1956. Sales of British cars in the United States alone are expected to reach 
150,000 this year, against 95,000 sold to Americans in 1957. 

On the European Continent, however, British cars are up against stiff competi- 
tion, mainly from West German autos. “Europe today is the world’s largest 
automobile market,” said the export manager of a leading British company, 
“and that is where we must make our greatest effort. Our competitors are 
European cars, not American cars.” 

The Big Six among British auto companies now are nearing completion of a 
$420-million program of modernization and expansion. Some marketing ex- 
perts fear that British sales will level off after 1958. But, right now, the British 
auto industry is out for higher production, sure of its markets. 


Car-hungry French 


Frenchmen, enjoying full employment in the midst of inflation, are putting 
their extra money into the new cars that are coming off the French assembly 
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lines in record numbers. There is no sign of a recession in France as yet, no 
sign of a letup in the demand for new cars. 

Output of passenger cars in France climbed 11.7 percent last year to a total 
of 725,000 cars. Production in the first months of this year suggests an even 
greater increase for 1958. 

The little Renault Dauphine, a popular French car, is produced now at the 
rate of 1,100 cars a day, compared with 800 a day a year ago. New plant will 
bring Dauphine production up to 1,400 by the year’s end. But Dauphine sales, 
at home and abroad, are keeping pace, and Frenchmen, in 1959, may still have 
to wait 2 years for delivery. 

Biggest single market for French cars outside French territory is the United 
States. Exports of French cars to the United States jumped from 11,725 in 1956 
to 45,043 in 1957. The success of all foreign cars, including the French, at the 
recent international auto show in New York was such that French exporters 
hope to sell 100,000 of their cars on the American market in 1958. 


Italy: one worry 


Italian auto salesmen, enjoying a sellers’ market, have only one worry—can 
Italian buyers afford to keep up payments on the record number of cars they 
are buying right now? 

There was a slight drop in domestic sales of Italian cars last year under the 
1956 totals—195,538 cars in 1957, compared with 202,737 in 1956. Early this 
year, many Italians used their Christmas wage bonuses to make downpayments 
on cars, and domestic sales jumped 34 percent over the 1957 rate. Now there is 
some worrying about how many cars will have to be repossessed. 

But Italian auto makers are confident that they can make up for any letdown 
in domestic sales with new sales on overseas markets. In the early months of 
this year, Italian auto exports showed an 82-percent increase over 1957 sales in a 
corresponding period. 

Italy’s biggest customer abroad so far is Western Germany, where buyers can 
get fast delivery. In the year ahead, however, Italians hope to sell many more 
ears to the American market. Italy’s Fiat, accounting for 95 percent of Italian 
auto exports, is so encouraged about its prospects on the United States market 
that it has bought two ships to ferry its cars. 

A United States comeback? 


Sooner or later, Huropean auto makers agree, the United States auto industry 
is likely to come up with smaller, less-expensive automobiles which will compete 
with some European cars. By that time, however, the Europeans hope to con- 
solidate a firm grip on world markets in which they now are outselling the 
Americans for the first time in the history of the modern automobile industry. 
And in the years just ahead, Europeans expect to keep their lead in the world’s 
auto trade. [End of complete article.] 







(Copyright, 1958, U. S. News & World Report, May 2, 1958] 


Way PEoprte AREN’t Buyrne Cars—Jos UNCERTAINTY, HIGHER MONTHLY 
PAYMENTS, Hope ror Price Cut 


Why are customers shying away from the new cars? Talk with 
the dealers across the country and you get this: Style and size— 
including size of monthly payments—are factors, but not the only 
ones. Potential buyers are in a cautious, “wait and see” mood. 


REPORTED FROM NEW YORK, WASHINGTON, DETROIT, CHICAGO AND SAN FRANCISCO 





What’s wrong with the automobile business? The answer seems to be, 
“Just about everything possible,” if you accept the word of dealers across the 
country. 

Ask them why people are buying fewer new cars this year, and you get a 
whole battery of different answers. Prices, recession, styling, changing tastes 
and adverse publicity, all seem to be working simultaneously against sales of the 
1958 models. 

Sales of new cars are running about 30 percent below the 1957 level. From 
February to mid-April, when sales should have been rising like the sap in the 
trees, they have, instead, been stalled at a dull, flat level. Unless there is a 
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spurt which is not now in sight, the industry will sell few more than 4 mil- 
lion cars in the domestic market this year, compared with about 6 million 
last year and a record 7.2 million in 1955. 

How come? There is no single, simple explanation, to judge from the com 
bined experience of the men who sell the cars. Most frequently, dealers blame 
the recession. Prices are almost as common a subject of complaint, with styling 
and shifts in public preference getting some, but less, emphasis. 


People holding back 


A Ford dealer in Chicago says: “The most frequent comment we hear from 
nonbuyers is that they’re afraid because they’ve seen so many layoffs and so many 
people working short time.”” A Plymouth-De Soto dealer in the same city reports 
that many people just don’t want to “let loose of any money now” because they are 
worried about the economic picture. 

In the San Francisco area, the tendency for buyers to be more cautious is 
mentioned by almost all dealers. And, in the New York area, the impact of 
the recession is cited as a major factor by a regional representative of one of 
the big auto companies, by a Chrysler-Imperial dealer, and by a Ford dealer in 
the suburbs. 

Even in Washington, D. C., where few people have suffered any drop in 
income, the recession is having a bad effect, in the opinion of several dealers. 
A Ford sales manager declares: “The greatest reason for the drop in sales is 
fear.” Anda Buick dealer complains that people are holding back. 

Whether from caution or resistance to high prices, people do seem to be 
shifting somewhat from high-priced to low-priced models—trading down, the 
dealers call it. A Plymouth dealer reports that cars with less equipment, six 
cylinders, and lower prices move right out. 


Prices too high? 


So far as prices are concerned, there’s not just one problem but several. 

For one thing, the cost of living has gone up, and this leaves less money for 
expensive purchases of any kind. The average buyer, as you see from the chart 
on page 37, is likely to have some trouble fitting the monthly payments on a 
new car into his 1958 budget, especially if he already has some other installment 
debts to take care of. 

In addition, car prices have gone up year after year. Among dealers, there is 
some disagreement about how important this increase is in reducing sales. A 
Plymouth dealer on Long Island says that price resistance is a factor, but less 
important than the recession fear. A Ford dealer in northern New Jersey 
says high prices are the major problem, because the average person can’t 
afford to pay the price plus the financing. A Chevrolet dealer in Detroit declares: 
“Automobiles are priced out of reach of a large segment of the people.” 

A Buick dealer figures a car that cost $80 a month in 1955 now costs about 
$105. He says people with the idea of trading their 1955 models are taken 
aback by this stiff rise. 


Used-car competition 


Used cars, meanwhile, have become stiffer competitors of the new cars. Prices 
of used cars are down, while prices of new cars are up. A Washington Plymouth 
dealer says that prices on some used cars have fallen as much as 50 percent in the 
past year, though the average drop is a good deal less than that. 

At any rate, a good many motorists who might have bought new cars apparently 
believe that used cars offer better bargains. Here again, the effect of the 
recession is noted. 

“Many folks feel they’re better off buying a used car in the $1,100 to $1,400 
price bracket, on which they won’t have to pay for so many months, than com- 
mitting themselves for long-term payments on a new car,” says a Studebaker 
dealer in Chicago. 

The drop in used-car prices also makes for less liberal trade-in allowances 
in selling new cars. A number of dealers say this is an important problem. 


Confused customers 


A Plymouth-Imperial dealer in San Francisco calls confusion the “No. 1 
problem holding sales down.” He explains: ‘Dealers who offer $1,500 off on a 
$3,000 new car must be padding prices. Car shoppers feel that. They are con- 
fused to the point where they’re afraid they’re getting gypped and won’t buy at 
all.” 
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“T think the price situation is one thing that has destroyed public confidence 
in auto dealers,” a New York dealer declares. “I believe that 90 percent of the 
people to whom you talk today think of dealers as ‘hucksters.’ And they don’t 
have any confidence in what the dealers tell them.” 

Last week, the National Auto Dealers Association, together with some indi- 
vidual dealers, told a Senate committee it favors a bill to make the auto manu- 
facturers put labels on all cars showing the suggested retail prices and other 
charges, in order to eliminate confusion. Ford and General Motors endorsed the 
proposal, and Chrysler said it was not opposed to the bill. 

Are prices coming down? This question seems to be bothering many would- 
be buyers. Naturally, those who think there is a real chance of a price cut 
tend to postpone buying. The talk in Congress of repealing or reducing the Fed- 
eral excise tax on new cars contributes to this expectation. 

A Washington dealer says people greeted his salesmen the day after a new 
excise tax reduction bill was introduced in Congress with the comment: “Well, 
I see they’re going to take the tax off.” Other dealers say they get this sort 
of comment from many prospects. They are meeting the problem in a variety of 
ways. 

Some say they tell prospective customers the retail price will not come down, 
even if the tax is removed. Others contend the tax is unlikely to be cut or 
that, if it is, the cut will be retroactive. One dealer goes so far as to suggest 


to his customers that anyone who bought after March 1 may get a refund of the 
tax later on. 


“A bit disenchanted” 


Dealers who feel that car sales are down, primarily because people don’t like 
the styles or performance of the new cars are in a minority. 

A Chicago Mercury dealer contends that “people are a bit disenchanted with 
present auto designs.” A Dodge dealer in San Francisco says, “People complain 
that that our cars are too large, too long, too wide, and too low.” He believes 
the American manufacturers should “have a car commensurate to the foreign 
ears.” 

Another dealer says the size of American cars is “prominently discussed” by 
prospective customers as a reason for not buying. On the other hand, a Lincoln- 
Mercury dealer on the west coast suggests this: “People are trying to ration- 
alize. They say cars are too big and too wide as an excuse not to buy.” 

There is a feeling among dealers that United States cars have become too 
much alike in size, performance, and riding qualities and that, as a result, there 
is less prestige attached to owning a big, new car. One dealer theorizes: “It’s 
the old story. After you’ve had something so long, you get a reaction. People 
now are sated with the ‘biggest’ and ‘best’ and ‘most powerful.’ If you were 


to give them plain, smaller cars for a few years, they’d swing back to the 
present type.” 


Industry’s black eye 


The industry’s problems have provoked a burst of bad publicity that is al- 
most without precedent for its intensity. Public figures from the President ou 
down have been aiming barbs at the auto makers and dealers. Congressional 
committees are investigating auto prices. The Justice Department has _ at- 
tacked a group of dealers for alleged price fixing. The Auto Workers Union 
attacks the industry's profits. Styling of the new cars has become a butt of 
jokes on television and in magazines, newspapers, and daily conversation. 

What do the dealers think can be done to improve things? Quite a few favor 
quick repeal of the Federal excise. Some say that, in addition, the manu- 
facturers should cut prices. Others want simpler styling and more emphasis 
on economy in gas mileage and repairs. 

Will better salesmanship help? A Ford dealer in Washington says his sales 
are almost up to the 1957 level and the reason is that his salesmen “get out and 
work.” Other dealers point to the results of dramatic sales campaigns in some 
of the big cities. Still others think salesmanship is not at fault. A Buick 
dealer becomes quite angry at the idea that it might be. “These salesmen are 
starving to death and pushing the daylights out of these cars,” he asserts. 

Thus, the dealers seem to have no single, simple remedy for the slump in 
sales, just as they have no single, simple explanation for it. In their eyes, 
just about everything possible is wrong with the auto business. [End of com- 
plete article. ] 
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[U. S. News & World Report, May 2, 1958] 


Wat's Next In Autos ?—THEy’RE To BE BIGGER, JUST AS POWERFUL, AND 
CHEAPER TO OPERATE 


As the auto industry plans ahead, emphasis is to be on increased 
performance, not decreased size. Detroit’s Big Three do not regard 
the lag in 1958 sales as result of a change in public taste. Smaller 
ears are not being rushed into production to meet competition from 
abroad. Trend, instead, is toward roomier autos, especially in the 
lower-priced models. Another trend: More miles per gallon. That 
means the “horsepower race” of the past few years is over, for now. 


Here is a look at the cars of the future—some of them just a few 
months away: 


Detrrorr.—What is the American car of the future to be like? Is it to bea 
smaller car, an “economy” car, or even a larger car offering more in the way 
of comfort and convenience? 

How about the 1959 models and those that follow? Are cars as big and broad, 
as low and powerful, and as bright in color as they can get? Or does the auto- 
mobile industry have ideas for changes that will spark an expanding demand? 

The outlook for business in 1959 and later years depends to an important 
extent on the answers to these and other questions. When the American public 
backs away from purchases of new cars, the whole country feels the impact. 

To find out what’s ahead, U. S. News & World Report sought the views of 
leaders in the auto industry. All remain confident that the present setback in 
the industry is only temporary and that steady improvement in cars of the future 
will assure high demand for models year after year. There is wide agreement, 


too, on what it is that the American public, by and large, wants in the way 
of a car. 


A look at 1959 


What is that demand likely to produce in 1959 and beyond? Broadly, the 
answer is this: 


The new 1959 cars will be—as a rule—somewhat wider and a bit longer and 
lower than 1958 cars. 

Colors will tend to be more subdued, with fewer contrasting shades. Chrome 
trim will be used freely, as before. 

Economy of operation will be emphasized. The goal is a 20 to 25 percent 
saving in fuel use over the next 4 to 5 years. A start toward that goal will be 
made in the 1959 models. The “horsepower race” will end. 

Output of a small, European-type car by the Big Three United States auto 
makers is not foreseen. An “economy type” car, of a size in between the standard 
American car and the European car, is unlikely from the Big Three before 1960, 
if then. 

Price will depend largely on the outcome of wage negotiations now underway. 
The hope of the industry is that a price rise can be avoided. 

Belief in size 

The three major United States automobile companies remain completely con- 
vinced that the average American family wants a car that is large enough for 
comfort, powerful enough to keep its place on superhighways, attractive to the 
eye, and with the latest in the way of aids to the driver. All of that spells size. 

The dissenting view, however, is most strongly expressed by George Romney, 
president of American Motors Corp., who sees a heavy demand for a compact 
“economy” car. Mr. Romney fears that big cars and annual model changes, 
making for early obsolescence, are carrying the industry far in the wrong 
direction. 

This is a minority view in the American industry. 


AHEAD FOR UNITED STATES—A “‘CLASSLESS”’ CAR 


It is true that some people “would like cars shorter,” says James O. Wright, a 
vice president of Ford Motor Co. and general manager of its Ford division. 
“But naturally we must build to the volume demand. People like cars big. The 
volume purchases are being made in that direction.” 

Edward N. Cole, general manager of Chevrolet and a General Motors vice 
president, agrees. 

“The great majority of people want the larger car, the ‘big package.’ We 
must go by the rule, not the exception. 
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“People want passenger room in a car, and luggage space, and this is not going 
to change. We must remember, too, that people are getting larger, physically. 
And Americans are considerably larger than Europeans. For equal comfort, they 
need larger cars.” 

A top marketing official for Chrysler Corp., Byron J. Nichols, observes that 
people tend to forget that the American car has been developed through the 
years to meet American needs and driving conditions. 

“The average family in this country will need and want an all-purpose car 
that will take them to the theater, carry a heavy luggage load, cruise the super- 
highways in comfort, or pull a house trailer,” says Mr. Nichols. 

The trend toward larger cars is expected to continue—to some degree—over 
the next several years. After that, size probably will remain stable. 


Low into medium . 


A development of the last few years is the penetration of some low-priced 
models into the traditional medium-priced field. Ford, Chevrolet, and Plymouth 
hereafter will be making cars as large as most of the medium-priced makes and 
almost as large as some of the top-priced makes. 

Helping this trend is a widening use of interchangeable body shells, which 
medium-priced makes are to share with the low-priced three. 

What is evolving from all this is a classless car. The buyer of a low-priced 
model will get almost as much car, so far as size is concerned, as the buyer 
who goes the limit on cost. 

The medium-priced and top-priced cars won’t get much larger, as they are 
close to practical limits of length and width. 


Width to grow 


The Chevrolet, which increased most conspicuously in size from 1957 to 1958, 
again is expected to become wider and a little longer next year. In 1959, it 
may not be easy—at a distance—to tell a Chevrolet from a Cadillac. 

Ford is understood to have a new top model for 1959 larger than any present 
Ford car. Plymouth is to make major changes following this same trend. 

In all these cars the principal increase is to be in width, mostly inside the 
body, rather than in length. The result will be cars around 80 to 81 inches 
wide, including fenders and bumpers. This means an increase, on the average, 
of 2 to 3 inches. 

In car length, the increase is expected to be only a few inches for the Chevro- 
let-Ford-Plymouth group. This will mean cars only 5 to 6 inches shorter, in 
some instances, than today’s smallest Cadillac. For most other makes, any 
addition to length apparently will be moderate. 

No change will be made in the size of American Motors’ Rambler. Stude- 
baker-Packard is to bring out a new economy car for 1959. 

The low silhouette is to become still lower. Many makes are to be trimmed 
down to an overall height of 55 to 56 inches, joining others that already are 
down to that range. 

Restyling will be extensive in the 1959 cars. Competition is given as the 
chief reason. Lower silhouettes and the increase in car size give the stylists 
new opportunities for reshaping bodies, doors, fenders, hoods, and rear decks. 


Chrome still popular 


Contrary to recent reports, most 1959 cars will have an abundance of chrome 
trim. Experience this year, as in the past, seems to show that chrome attracts 
buyers. There may be less chrome later on, but the end is not now in sight. 

Colors, on the other hand, will be more conservative in 1959. Solid colors 
will be favored, with fewer models painted in two tones or three tones. There 
is a trend, too, toward darker and more subdued colors. 

Headlamps will be dual. Fins are expected to be somewhat more numerous. In 
Ramblers and probably in Studebaker-Packard models, however, styling changes 
will be moderate. 


IN DETROIT, NO SHORTAGE OF IDEAS 


What does that leave? Cars are so packed now with automatic equipment, 
power devices and styling features that a great many people ask: “Can there 
be changes of sufficient importance hereafter to attract buyers in great numbers?” 

The car makers in substance and with deep conviction, say: “Sure.” 

More or less typically, Chevrolet’s Mr. Cole predicts : 

“There will be just as many dramatic changes in cars in the future, if not 
more, than there have been in the last 25 years. If people have the notion 
we are running out of ideas for new features, they are not thinking correctly. 
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“There will be new comforts, new luxuries. And we haven’t seen the end of 
driver assists. There is development work on transmissions, tires, brakes, 
lights—indeed, a whole realm of convenience and safety features.” 

No car maker will identify future improvements more specifically than that. 
Those which are well within sight, or even embodied in handmade models in 
the engineering and design laboratories of each maker, will be kept trade secrets 
as long as possible. 


New help for drivers 


Edward T. Ragsdale, general manager of Buick and a vice president of GM, 
sees no end to the possibilities in harnessing the power of the car to help the 
driver. He also anticipates important changes in design. One example: 

“There may be something in design to reduce eyestrain when one drives all 
day. This would reduce driver fatigue, therefore be a safety measure. Tinted 
glass, in wide use now, has helped.” 

Mr. Wright, at Ford, is equally confident of improvements to come. 

“There will always be new things—all kinds,” he says. “We expect better 
and better performance, a smoother ride and better handling, especially on super- 
highways. All components of the automobile—tires, steering systems, safety 
features, electronic-guidance systems and the rest—will develop year by year 
under the testing of the market place.” 


“More dependability” 


Harry E. Chesebrough, new head of Chrysler’s Plymouth division, also sees 
the industry pushing onward to new achievements. He sums up: “In the future, 
we will have more and more dependability, comfort and honesty of style.” 

This expansion, the Chrysler executive believes, will let the industry, some 
year soon, shoot past its record of 7.2 million new cars sold in 1955. 

Other executives in Chrysler and competing companies hold similar views. 
Some go further. Mr. Wright, at Ford, predicts: “It is our firm opinion, based 
on careful forecasts, that between now and 1965 there will be years of automobile 
production amounting to upward of 10 million cars and trucks.” 

The “horsepower race” apparently has ended, with horsepower ratings ex- 
pected to go up only slightly, if at all, in the future. 

Says Mr. Wright: “We feel now that the automobile is adequately powered.” 


DRIVING ECONOMY THE BIG GOAL NOW 


Economy in gasoline mileage is the aim now. The direction of engineers’ 
efforts along this line are summed up by Mr. Ragsdale, of Buick, who says: 

“Everybody in the industry is working as hard as he can to improve gasoline 
mileage. We are pursuing this aggresively.” 

Improved gasoline fuels are being developed in the laboratories and refineries 
of the petroleum industry. 

Fuel injection is not to be pushed much at this time in furthering gas economy. 
Industry executives say it will not help materially until it is simplified and made 
competitive in price with the multibarrel carburetor. 


Rise of power devices 

Even with new-car sales down, as a result of the recession, the continuing 
popularity of power devices and accessories is phenomenal. 

Automatic transmissions, which did not come into wide use until the early 
1950's, are now installed in 8 out of 10 new United States-built cars. The total 
of such transmissions in use has risen to more than 31 million. 

Power steering—like automatic transmission, an extra-cost item on most new 
cars—is installed in about 4 out of 10 cars coming off the assembly lines. More 
than 8 million units are in use 8 years after its introduction. 

Drastic reductions in the cost of power-steering units have helped materially 
in bringing them into wider use. Their $200 price to a car buyer in 1952 has come 
down toa top price of $107.50 today. Ford offers a unit for $68.70. 

Power brakes run fairly close to power steering in popularity. On a lesser 
seale, air conditioning and such conveniences as power-operated windows, seats 
and radio antennas have had a swift expansion. More than 1,150,000 cars have 
been equipped with air conditioning since 1953. In top-priced lines, every third 
new car is air-conditioned. 

Then there are heaters, with which nearly all new cars are equipped, and 
radios, now installed in 36.5 million automobiles. 





a 


a ty 


ADMINISTERED PRICES 4095 


DRIVERS’ DEMAND FOR EXTRAS NEVER ENDS 


Public demand for special equipment seems to be insatiable. Since buyers of 
all but the higher priced cars pay extra for such equipment, this demand appears 
to contradict much of the talk that what people want most of all is cheaper cars 
and more economical transportation. 

Automatic transmission involves an extra cost of around $200. It reduces mile- 
age per gallon of gasoline by 10 percent, according to an estimate by the General 
Petroleum Corp. 

Yet the proportion of cars equipped with this device has continued to increase 
even in the recession. It is elected by more than 7 out of 10 buyers of cars 
in the lowest-price range. 

American Motors, which stresses economy of operation of its Rambler, sells 
49 percent of its 6-cylinder cars and 80 percent of its V-8’s with automatic trans- 
missions. 

Another economy car, Studebaker-Packard’s Scotsman, until lately emphasized 
minimum equipment of heater, defroster and directional signals. Now it offers 
automatic transmission as an option. 

Experience shows that many women, especially, insist upon smooth and effort- 
less gear shifting and are willing to pay extra for it. Some women drivers have 
never shifted gears, don’t know how. 


WHERE ECONOMY TREND IS SHOWING 


A partly contrary trend, toward utmost economy, is showing up in this time 
of recession. There is an abrupt and conspicuous switch to lowest priced models 
in the Ford-Plymouth-Chevrolet group. 

A year ago, nearly half of the low-priced three cars produced were the luxury 
models—Chevrolet’s Bel Air, Plymouth’s Belvedere, Ford’s Fairlane 500. That 
proportion has fallen lately to as low as 36 percent. Demand for the lowest 
priced models—Chevrolet’s Delray, Plymouth’s Plaza, and Ford’s Custom 300— 
has more than doubled, compared with a year ago. 

The six is making a comeback. Currently, it accounts for 30 percent of pro- 
duction in this price group, compared with only 22 percent a year ago, accord- 
ing to Ward’s Automotive Reports. Dodge has experienced a tripling of de- 
mand for its sixes. The six costs about $100 less than the V-S8 in the same 
model and is more economical to operate. Plainly, this saving is important to 
many new-car buyers. Some—but apparently still a minority—even buy the 
sixes without any automatic devices. 

Temporary change? 


Detroit regards this shift in buying habits as far from conclusive, for 
several reasons. It has not been sufficient, so far, to check the stampede to 
extra-cost equipment, especially automatic transmissions. 

Much more important, for Detroit’s planning, the economy trend is thought 
to be temporary. Detroit believes it won’t outlast the recession. A similar 
trend ended after the recession of 1953-54. The sequel, in fact, was the alltime 
record sale of 7.2 million new cars in 1955. Many of these cars were in higher 
price brackets than the same people normally bought in before that slump. 

Detroit’s Big Three car makers are volume producers. They build cars for 
the majority. And they remain convinced that, once the recession is past, this 
majority will follow a trend toward the more expensive models of a given make 
of car, the V-8 engine and plenty of power devices. 


UNITED STATES PRODUCERS SIZE UP SMALL-CAR FUTURE 


If Detroit ever becomes convinced that there is a big enough demand for 
smaller cars in this country, they will be built here. But there is likelihood 
that this will happen in the next 2 years, as things now stand. 

Mr. Nichols, of Chrysler, says European-type smaller cars “will never fill the 
bill.” Mr. Cole, at Cheverolet, equally blunt, says: “I don’t think the Euro- 
pean-type car has any future in this country.” 

Privately, almost every auto executive in Detroit will tell you frankly that the 
small European cars are underpowered for United States highways and express- 
ways and are lacking in style. 

About all that Detroit concedes to most of the European imports is some utility 
as second cars. 
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The “in between” car 


What Detroit may produce—if its final decision goes that way—is a car of 
“in between” size, decidedly larger and roomier than most of the smaller im- 
ports, but smaller and somewhat more economical than the cars it builds now. 

If this “in between” car does materialize, it will not replace present-day big 
cars, but will supplement them. They would be made for a minority, still not 
very big, but definitely growing. 

At least some of the reasons for the growth of this minority are very plain. 
There is a rising demand for personal transportation—for the head of a house- 
hold driving to work, for the housewife in the suburbs who needs a car to go to 
market and transport young children to school, and for teen-agers who want to 
go places. 4 

Along with these, there is price resistance. This is particularly marked 
among people who find they are spending a large proportion of their income— 
authorities say some spend as much as 20 to 25 percent—for transportation. 
Other factors are the ease of parking and low operating costs of most foreign 
cars. 


Small cars, an opinion 


How big is the market for small or, at least, smaller cars? 

Detroit’s answer is that it seems big enough to attract the smaller, independ- 
ent manufacturers—American Motors and Studebaker-Packard. It is not rated 
big enough, however, for the volume producers. 

Lester L. Colbert, president of Chrysler Corp., recently told his stockholders 
that it was “not worthwhile at the present time” for his company to set up 
facilities for making smaller cars in this country. 

Privately, executives of General Motors and Ford agree with Mr. Colbert. 

Is the market for small cars a lasting one? Or is a lot of it just fad, and 
sustained for a while by the recession? The guess of the Big Three is that it 
is not lasting. 

The sales experience of the Big Three, as well as their market studies, indi- 
sates that most people don’t want small cars, though they do want the operating 
economy which these cars provide. The United States makers are giving more 
and more attention to that subject. 


USED UNITED STATES AUTOS VERSUS NEW FOREIGN CARS 


Detroit is yet to be convinced that the real and lasting market for less- 
expensive cars, whatever its size, would be better served by new, smaller cars 
than by good, late-model used cars. 

These answers could be wrong. And, if they prove to be wrong, the Big Three 
will make some smaller cars. Mr. Colbert has said: “We are in a position to 
move very fast if it is decided later that the market for small cars is big enough 
to justify such a move.” 

This applies with equal force to the other major producers. All of them 
have drawings, if not prototypes, of smaller cars. They have made a lot of 
advance preparations. But all of these are contingent, and the most authorita- 
tive information is that there are no final commitments at all. 

For the economy minded, Detroit favors used cars, which ordinarily outsell 
new cars by about 2 to 1. 


Factor of repairs 


A major complaint about used cars has been that they often are in poor con- 
dition, run up big repair bills. Now, the industry is giving more attention to 
programs for reconditioning and warranty of used cars. There is a relatively 
new, fast-growing business in used-car warranty contracts. 

One warranty corporation has signed agreements with 4,400 dealers. Cus- 
tomers get 1-year guaranties on major mechanical parts. 

Mr. Nichols, of Chrysler, voices the view shared by most American car 
makers that good United States used cars are a better value than small foreign 
cars. He says: 

“The going price for a low-mileage, 1955 Plymouth four-door sedan equipped 
with V-8 engine, automatic transmission, power brakes, radio, and heater, on 
Detroit’s Livernois Avenue, is in the neighborhood of $1,000. 

“How can anyone claim that a small foreign car, bought in Detroit at a price 
in the neighborhood of $2,000, offers anything like the same value as that 
Plymouth or a comparable American car? 
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“People who talk about the gas economy of the small foreign car should take 
a sharp pencil and figure how many years it would take them to save that 
thousand-dollar difference in price. And that big difference in initial outlay is 
entirely apart from the difference in comfort, utility, safety, and ease of 
operation.” 
A BOOM FORECAST IN STATION WAGONS 


The body type that appears to have the most assured position in the coming 
years is the station wagon. 

As recently as 1940, fewer than 1 percent of the United States cars sold were 
station wagons. That proportion has risen rapidly to more than 12 percent. 

A widely held view of what is ahead for station wagons was voiced recently 
by George H. Brown, manager of Ford’s marketing-research department. “Every 
piece of evidence I’ve seen indicates that wagons are the ‘car of the future,’ ” 
said Mr. Brown, “and that, within 10 years, one-fourth of total industry sales 
will be station-wagon models.” 

Considerable changes in the station wagon are envisioned for years ahead, 
although ideas about them vary. A Ford stylist, Damon C. Woods, suggests that 
they might have a sliding or roll-top roof, or “swing up” sides to make it easier for 
passengers to get in and out. 

Mr. Woods also predicts that the makers will explore “club car” seating, in 
which rear passengers sit in a semicircle as they would in the observation car 
of a train. 

MAJOR IMPROVEMENTS ARF IN THE WORKS 


Roomier cars, providing more space for passengers, are a prime objective 
of Detroit’s auto makers. Enlarging of car bodies is only one approach. Another 
is relocation of components of the drive line that conveys power from the engine 
to the rear wheels. 

One big change of this nature which appears to be in the cards is removal 
of the transmission from just behind the engine to the rear of the car. This 
would make it possible to eliminate the huge hump over the transmission in the 
floor of the front compartment, which has been growing higher and higher as the 
car body has been lowered in efforts to reduce car height. 

The awkward hump farther back, over the drive shaft, also could be cut down 
sharply in size. These changes, removing annoying drawbacks of low cars, can 
be expected within the next few years. 

With them may come a rear-engine car. This presents problems, but the best 
authorities say they do not appear to be insoluble. 

Gas-turbine engines appear to be a possibility, but not a probability, in the 
next 5 years. Most executives say such engines are 10 years away, or just “dis- 
tant.” These engines burn a mixture of kerosene and air to form gases. These 
gases, expanding, spin the blades of a turbine which is geared to a driveshaft 
connected to the car’s wheels. 

Intensive development work in Detroit and elsewhere has produced a high 
degree of efficiency in the gas turbine but it still requires a lot of fuel, runs very 
hot and involves difficulties in gross weight and cost. 


Driving by radar 


Automatic devices and assists for the driver which will make today’s push 
buttons and levers seem very crude are to make their appearance in cars of the 
future. 

One device which seems closest perhaps only a few years distant, is a radar 
system or similar warning device to alert a driver when he gets dangerously 
close to another car or obstacle. Less imminent, and more difficult, are; devices 
that will automatically brake a car, or take other action, to avert a collision. 

Another approach to‘nearly automatic driving is a mechanism that would 
enable the driver to steer, accelerate, and brake with a single stick control. 
This is experimental now. 


Atom-powered autos? 


The electric car may make a comeback one day. 

One suggestion is that the electric power might be generated by atomic reactors 
in the future and picked up from microwave beams. Another power source 
suggested is solar energy, which is developing rapidly and which can be used 
to generate electricity. Cars would pick up electric power from beams, or per- 
haps cables. 
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Cars that even fly seem to be an ultimate potentiality. As to that, Mr. Chese- 
brough says, “Some day they will.” Other automotive men agree. Studebaker- 
Packard designers have anticipated such a “space age” vehicle by building an ex- 
perimental body for it. 

For the immediate future, however, Detroit’s auto makers are betting hun- 
dreds of millions of dollars that Americans will like and buy the products they 
have lined up for 1959 and the years just ahead 





THE TIMETABLE ON YouR NEXT NEw Cars—RIGutT Now, In 1958 


On 1959 cars: Manufacturers are testing actual cars, setting up tools, getting 
ready for mass production in late summer. Styling of these cars was picked in 
1956. 

On 1960 cars: Manufacturers are completing engineering, testing some pro- 
totypes, buying tools and planning assembly lines. 

On 1961 cars: Styling is fairly well settled, engineering details are worked 
out, some tools have been ordered. 

On 1962-65 cars: Market studies, styling conferences are going on. Engineer- 
ing-research programs are being pushed. 

Price is the last thing to be decided. Many companies put off the final de- 
cision to the last possible moment, when cars are flowing out to dealers, in the 
hope of finding out competitors’ prices before setting and announcing their own 
list prices. 


How Europe HANDLES STYLE AND PRICE OF AUTOS 


Next year’s foreign cars will look pretty much like this year’s—which, in 
turn, look pretty much the same as those of several years past. 

A survey of European plants by regional editors of U. S. News & World 
Report shows that few changes in basic design or in engines will be made. 

European automakers are selling all the cars they can produce. Buyers 
are waiting for the additional cars which will roll out of new and expanded 
plants next year. There is no pressure to redesign cars that buyers now want, 
nor to retool plants now working at capacity. 

The 1959 German Volkswagen will look pretty much like the first Volkswagen, 
produced in 1940. Next year’s Italian Fiat 600 will look like the first one, pro- 
duced in 1955. No major producer in France or Great Britain plans changes 
in small cars. Prices will not change much, either. 

Larger, more expensive European cars will look pretty much the same, 
too. Germany’s Mercedes-Benz hasn’t changed in 5 years. No change is in the 
works. Makers of France’s Citroén haven’t altered 1 small car in 20 years, plan 
next year only to offer their more expensive DS 19 in 3 colors rather than 2. 

It is the expensive European cars such as Britain’s Rolls Royce which offer 
automatic transmission and power steering as standard equipment. Citroén’s 
DS 19 has power steering, an automatic clutch, a power jack built into both 
sides of the car and a system of pushbutton air suspension which adjusts the 
sar’s height over the road. Automatic features just aren’t offered on most of 
Europe’s small cars. 

The trend is toward still smaller cars, such as the Isetta, called minicars. 
Some can carry 2 adults, 2 children. One such car is now mass-produced in 
Germany, 1 in Britain, 1 in Italy. 

Annual changes, say Europe’s automakers, drive prices too high. With 
order books full for years ahead, the Europeans ask: “Why change a winner?’ 


[U. S. News & World Report, May 2, 1958] 
From Auto CoMPANY LEADERS: A LOOK at Prices, SALES, SMALL CARS 
(Top officials of the four largest auto companies testified recently before a 


Senate committee investigating car prices, other aspects of the industry. From 
their testimony.’) 


1 Source: Testimony before Senate Antitrust and Monopoly Subcommittee. 
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Hariow H. Curtice, president, General Motors Corp. 


“It might be assumed that the less expensive a model the larger its sale. 
That is not necessarily true. New cars that are ‘stripped’—that is, new cars 
that are bare of accessories, de luxe trim, and optional equipment such as auto- 
matic transmissions—do not sell well in the retail market in competition with 
the more fully equipped new cars of the same make offered at higher prices. 

“This trend, which was apparent before World War II, has been an important 
feature of the postwar market. 

“The annual model change has contributed importantly to the intensification 
of competition in the area of performance, style appeal, etc. 

“A product that the public considers inferior, even though low priced, will 
not sell. On the other hand, substantially increased product values may make a 
higher price fully acceptable. 

“The factor of style deserves special emphasis, for style has become increas- 
ingly important in determining the share of the market which each manufacturer 
obtains. 

“It is also the least predictable factor. The customer favors change. He 
wants his new car not only to look attractive but to look new. On the other 
hand, he is likely to reject anything that represents a too-radical departure 
from an evolutionary trend. 


“The risk to the manufacturer is obviously great, and a wrong decision can 
be competitively disastrous. 

“IT would say that the application of ‘fancification’ to our automobiles is the 
result of the demand on the part of the public. * * * We conduct surveys 
constantly to find out what the people like and dislike about our products—and 
there is no indication that there will be a change in the trend in the near 
term. 

“Our studies over many years prove conclusively that the size of the new-car 
market is importantly influenced by the general level of consumer income after 
taxes. It is also dependent on the willingness of consumers to buy, which is im- 
portantly influenced by their confidence in the future.” 

“The used car also is a most important factor to be considered. Used cars 
constitute about two-thirds of all cars sold in any given year. In other words, 
two. used cars are sold for every new car. Used cars are sold in wholesale 
auction markets and in thousands of retail establishments under highly com- 


petitive conditions. They compete with new cars, and this is particularly true 
of higher-priced used cars.” 


Theodore O. Yntema, vice president, finance, Ford Motor Co. 


“In our own experience we find, when the model is not changed substantially, 
the customers do not buy it. 

“Now not only we but our competitors have had the same experience, and 
this is a very, very unfortunate thing from our point of view. 

“We would like to have lower tooling costs * * * but we find we have to 
make these changes if we are going to get an increasing share of the business. 

“There is a very interesting phenomenon that is going on in this country. 
The average real income of people is rising. If we tried to sell a car at the cost 
level and the quality level we were making 10 years ago, we would not have a 
chance. The low-priced cars are getting bigger. 

“T mean the bulk-line cars are getting bigger, and they are pressing closer 
and closer and closer to the medium-priced and the highest priced cars. There 
is much less difference between a Chevrolet and a Cadillac, much less difference 
between a Ford and the Lincoln than there used to be. 

“Now this may have some profound changes for the future. 

“Maybe this is one of the facts of life. 

“The bulk income is rising and the car we have to make to sell the people in 
volume is getting to be a bigger car * * *, 

“Well, that has left a gap underneath, and that is part of the reason—a large 
part of the reason—why the small cars are getting an increasing share of the 
total market. This is a basic economic phenomenon of our times.” 


Lester L. Colbert, president, Chrysler Corp. 


“Our management in 1949 made a decision that it was time to start thinking 
about a smaller car in this country, and we went to work * * * to bring out a 
smaller car. 

“Our 1953 cars were of shorter wheel base, and smaller cars than we had been 
building in previous years. 
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“As I say, we made that decision in 1949. We thought we had made a won- 
derful step in progress and we were going to swamp the industry with smaller 
cars. 

“General Motors and Ford went the other way, they made longer, bigger 
cars, * * # 

“Anyhow, we brought out this smaller car, priced it as low as we could reason- 
ably price it with a profit to the company. 

“Within 6 months we knew we had made a bad mistake and so we immedi- 
ately had to turn around and turn handsprings to get out of that car. * * * 

“We put on intensive advertising campaigns. * * * 

“We used every argument known to man to try to impress on the American 
public they needed a smaller car rather than larger cars. 

“Then we reduced the price * * * We put a whacking cut in those prices and 
the overall average was around $75 to $100 per car. 

“What did that do to our volume? Absolutely nothing. 

“It did not increase our percentage of the industry. We learned quite a 
lesson there * * * about the effect of reducing prices $100, as to whether it 
would give you more volume. 

“We know pricing is just one element in selling automobiles. An important 
one, yes ; but it is not the controlling thing. 

“Up to this point all I can say is, we at Chrysler have not given up, but we 
have not found a way yet to engineer, style and build one of these smaller cars 
for enough difference in price to justify what we believe the American market 
demand for it is. 

“It may come, and, when it does, we are going to try to be ready, but that is 
the situation on the small car, and also on the American small cars as we see 
it today. 

“We are studying it very carefully.” 


George Romney, president, American Motors Corp. 


“Our Rambler sales are up 49 percent for the model years as against a year 
ago. We are the only company in the industry that is really moving up in 
sales and production as compared to a year ago, and this improvement is rather 
substantial. 

“The things that the American cars have excelled in down through the years 
have been comfort and room and performance. We haven’t had to worry about 
availability of raw material, cost of gasoline. 

“We have had long distances. In the early days we had very bad roads and 
families wanted to travel, so putting room in them and comfort in them was a 
big factor. 

“Now the small European car has excelled because of the environment in 
which it was born, in providing high economy and providing as much room as 
possible in a small space. * * * 

“The compact car fits right between these two. And, through using the most 
modern engineering methods, it combines the big-car advantage with economy 
and handling ease, and that is what we have done in this picture. That is the 
difference. 

“One of the Big Three problems is that they are musclebound, and they have 
got heavy fixed investments in building cars the way they have been building 
them. * * * 

“Those familiar with the cost of car production at home and abroad know 
that it now costs less to build automobiles in certain European countries than 
in Detroit, Flint, South Bend, Kenosha, Los Angeles, and elsewhere in the 
United States. 

“Now that is not just surmise. We buy a car abroad. We estimated in 1954 
what we could build it for here. We could not build it here at a cost that justi- 
fied our building it here, rather than importing it, and paying the penalty of a 
9 percent tariff and a substantial freight bill. That is why we are still import- 
ing them.” 

[End of complete article. ] 
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Apri 3, 1958. 


ADMINISTERED PRICES IN THE AUTOMOBILE INDUSTRY—REPLY STATEMENT OF 
WALTER P. REUTHER, PRESIDENT, UNITED AUTOMOBILE, AIRCRAFT, AND AGRICUL- 
TURAL IMPLEMENT WORKERS UNION OF AMERICA 


At the suggestion of the committee, we have prepared this statement as our 
reply to certain statements and arguments put forward by representatives of the 
automobile corporations before this committee. We do not intend to cover every 
possible point of difference, but only those of substantial importance. In addi- 
tion, we shall refer, by way of illustration, to certain portions of the corpora- 
tions’ testimony to show that it consisted more of unsupported assertion than of 
fact and was in very large part evasive, irresponsible, unreliable, and contra- 
dictory. In particular, we will show that: 

1. The corporations, on the flimsiest of grounds, refused to supply essential 
information specifically requested by the committee, and in so doing followed 
the pattern set by General Motors in 1945. 

2. Company opposition to the price hearing proposal was unsupported by any 
effective rational argument. 

8. The companies failed to show that competition affects automobile prices, 
and in fact their evidence demonstrated that there is no real price competition 
among the companies. 

4. The companies failed to support their claim that wage costs were a major 
factor forcing them to increase prices. 

5. Analysis of Ford data shows productivity of Ford workers increasing by 
5.7 percent per year from 1948 through 1955. 

6. Many of the labor-cost figures and comparisons submitted by the companies 
were exaggerated, contradictory or distorted. 

7. The quick response of manufacturers to an auto excise tax cut proposal 
belies their claim that price cuts would not substantially increase sales. 

8. The sole effort made to break down the union’s data does not stand up under 
analysis. 

9. The companies evaded the issue of their resistance to publication of and 
their refusal to supply data for computation of an auto industry productivity 
index. 

10. The Union’s rebate proposal would affect Government revenues much less 
per dollar of extra buying power distributed than the tax cuts proposed by 
company representatives. 


THE CORPORATIONS, ON THE FLIMSIEST OF GROUNDS REFUSED TO SUPPLY ESSENTIAL 
INFORMATION SPECIFICALLY ASKED FOR BY THE COMMITTEE, AND IN SO DOING 
FOLLOWED THE PATTERN SET BY GENERAL MOTORS IN 1945 


In our prepared statement presented to this committee on January 28, 1958, we 
expressed regret at the failure of Messrs. Curtice, Ford, and Colbert to appear 
together with us before the committee, as they had originally been requested 
todo. Wesaid: 

“Instead, as we understand it, they will appear later, one at a time, presumably 
to recite prepared statements, to promise to get answers later to some of the 
most important questions put to them by your committee, to duck others and, in 
short, to avoid getting down to brass tacks on the issue of administered prices, 
vital as that issue is to the health of our economy and the strength of our Nation 
in this time of unparalleled peril.” 

As matters turned out, this was a very accurate prediction of what did occur. 

The management representatives came remarkably unprepared to provide 
information concerning their companies, even information that was already a 
matter of public record. Time after time, questioning by committee members 
produced only a promise to send desired data later—when, of course, further 
questioning would be impossible. Other questions were simply evaded with no 
commitment to supply any information. 

Altogether, one of the most significant features of the company testimony 
before this committee was the evidence that was not given. 


Corporations found an equivalent to the fifth amendment 


This applies particularly to the refusal of the companies to produce essential 
information which had been specifically requested by the committee. With 
complete unanimity all three companies refused to supply the data as to sales, 
costs, and income by division asked for in question No. 7 of the list of questions 
submitted to them. This information, particularly as it related to sales and 
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costs in the car divisions of the companies, was vital to the committee in its 
task. The data, for example, would have shown whether the remarkable simi- 
larity each year in prices of similar models produced by different companies was 
the result of correspondingly similar costs, or whether some other explanation 
must be sought. It would also have indicated whether or not the successive 
rounds of administered price increases in the industry were justified by the com- 
panies’ cost figures. 

Not only did the corporations agree in their refusal to supply the information 
requested, they were also in remarkably close agreement as to their reasons for 
such refusal. Each gave the same three reasons, which in essence were as fol- 
lows: 


1. Disclosure of the information would put the corporation at a com- 
petitive disadvantage. 

2. Disclosure would violate the spirit, if not the letter, of the antitrust 
legislation. 

3. Disclosure would be prejudicial to the corporation in its 1958 collective 
bargaining negotiations. 


These excuses seem somewhat disingenuous, to say the least. The members 
of the committee will doubtless recognize the strong analogy between the plea 
of “confidentiality” as used in these hearings and resort by witnesses in other 
congressional hearings to the fifth amendment. In fact, claims of “confidenti- 
ality” are all too often employed not only in congressional hearings but in many 
other situations as the corporate equivalent of the fifth amendment. 


Similar information was published in 1939 


As a matter of fact, much more detailed information than was asked for in 
question No. 7, but including essentially the same data, covering a period of years 
up to 1937, was published in the Report on the Motor Vehicle Industry issued by 
the Federal Trade Commission in 1939 following an investigation ordered by 
Congress. The data published covered each of the car divisions and the parts and 
accessories operations of General Motors, Ford, and Chrysler, and showed, for ex- 
ample, breakdowns of sales, factory costs, gross profits, distribution and admin- 
istration expense, and net profits, both in total amounts for each division and in 
amounts per car. 

There is no evidence that the publication of this information in 1939 had a dis- 
advantageous effect on the competitive position of any of the companies. If it 
had, they certainly would have referred to that experience as a basis for their 
unwillingness to supply the same information again. Since no such reference 
was made, it seems reasonable to assume that none of the corporations could in 
fact show that it had been competitively disadvantaged by the 1939 report. In 
any case, it is difficult to see how any publication of price, profit, and cost data 
could affect the competitive position of corporations in an industry where no real 
price competition exists among the manufacturers. 


Antitrust argument is humbug 


The argument with regard to the antitrust laws is a repetition of the moth- 
eaten contention that was offered as an excuse for the corporations’ unwilling- 
ness to appear before the committee together with the UAW. It is sheer humbug 
to suggest that because the antitrust laws prohibit the clandestine exchange of 
information between corporations for the purpose of violating or evading those 
laws, therefore it would be illegal for the corporations to make public disclosure 
of data at the request of a committee of the Senate. There is simply no com- 
parison between managements meeting secretly to exchange cost or other infor- 
mation in order to maintain artificially high prices, and those same manage- 
ments disclosing publicly the information which is needed to determine whether 
or not their prices have been unnecessarily high. The FTC investigation re- 
ferred to above was made for purposes which included determination of “the 
extent to which any of the antitrust laws of the United States are being violated.” 
If it was not a violation of those laws for the FTC to publish information, which 
thereby became available to the various corporations, then it could no more be 
a violation for the corporations to provide this committee with similar data. 

What the committee was asking for, essentially, was a breakdown by divisions 
of the kind of information which would normally be made public if each division 
were a separate company. With the vast network of operations which are carried 
out by these monster corporations, both in their international scope and in the 
variety of industries which they embrace, it is impossible for the public or this 
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committee to determine the relationship between costs, prices, and profits for any 
given product. It was for the same reason that the FTC in 1939 made public 
similar information on a divisional basis. In its report, the Federal Trade 
Commission said: 

“These various divisions of the business were made, insofar as it was possible 
to do so within the period of time available, with the thought that the user of 
motor vehicles is interested and entitled to know, with respect to the prices he 
pays for motor vehicles and parts and accessories, the essential facts regarding 
the rates of profit which result from the prices paid.” 

The same reasoning holds equally good today. 


Secretary shows weakness of corporations’ position 


The final suggestion by the corporations, that disclosure of data as to costs, 
prices, and profits would be prejudicial to their collective-bargaining position, 
throws a most illuminating light on their persistent contention that wage costs 
are pushing up prices. If this were the fact, one would imagine that the cor- 
porations would be most eager to spread on the public record every detail of 
their cost problems, so as to create public support for their position well in 
advance of negotiations. Instead, as we shall show later, the corporations have 
supplied only the most meager data with regard to wage or any other costs— 
nothing which would permit a comprehensive analysis of the true relationship 
between wage costs or any other costs and prices. Nothing seems more likely 
to prejudice the position of the corporations, in the eyes of either the union or the 
public, than their refusal to produce the facts by which their propaganda 
claims could be proved or disproved. 


Precedent Set by General Motors in 1945 


The tactics of the corporations in these hearings follow the precedent set by 
General Motors in 1945-46. General Motors had claimed inability te pay a wage 
increase demanded by the UAW but had refused to submit the facts required 
for an evaluation of the validity of its claim. In fact, the corporation walked 
out on a fact-finding board appointed by the President of the United States, when 
that board, at the direction of the President, sought the facts on the corporation’s 
ability to pay. 

The same hit-and-run policy is being applied today. The auto corporations 
freely make the charge that they have been compelled to raise their prices 
because of wage increases obtained by their workers, but when called upon to 
supply the evidence whihe would permit evaluation of the validity of their charge, 
they find excuses to withhold it. Because of the similarity in tactics with GM’s 
actions in 1945-46, and because Mr. Curtice distorted the facts pertaining to 
that situation in his testimony in these hearings, it becomes pertinent here to 
review the essential facts. 

Discussing the 1945-46 situation, Mr. Curtice and Mr. Hogan both told the com- 
mittee that GM had never raised the issue of its ability to pay the unions’ de- 
mands. Mr. Curtice said (p. 2490): 

“We would not negotiate at any time on the basis of ability to pay.” 

A little further on (p. 2491) the following exchange is recorded : 

“Senator O’MAHONEY. You felt that you were compelled for your own reasons 
to decline to disclose to a fact-finding commission appointed by the President of 
the United States the costs that might be exhibited in your books? 

“Mr. Curtice. That is correct. 

“Senator O’MAnoneEyY. Did I understand you also to say that one of the factors 
in this withdrawal of General Motors was that the decision to withdraw was 
made when it appeared to you that the discussion was tending toward a deter- 
mination of the ability of a manufacturer to pay? 

“Mr. Currice. Well, that was a part of it; yes, sir. 

“Senator O’MAHONEY. In‘ other words, it was your feeling, the feeling of the 
management of General Motors, that the ability of a corporation or an employer 
to pay should not be taken into consideration? 

“Mr. CurtTice. Yes, sir.” 

Again, at page 2494, Mr. Henry Hogan, general counsel for the corporation, is 
recorded as saying, in reply to a question from Senator Langer: 

“If the only issue, Senator, was whether we could pay or not, that was an issue 
we had not raised. We had not raised the question of our inability to pay. We 
had raised the point that our ability or nonability was not an issue.” [Emphasis 
added. ] 
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Several times subsequently Mr. Hogan reiterated that the corporation had 
never raised the issue of its ability to pay. 

This contention does not correspond with the recorded facts. 

General Motors pleaded inability to pay 

On August 18, 1945, the union by letter served its demand on General Motors 
for a 30-percent wage increase. 

On October 3, 1945, Mr. C. E. Wilson, then president of General Motors, replied. 
He said in part: 

“Nor can we pay from current income the increased wages demanded when 
the present OPA policy holds prices at substantially 1942 levels, especially in 
view of the fact that there have been important increases in wages and operating 
costs since 1942.” [Emphasis added.] 

This was clearly a plea on the part of the corporation of inability to pay. 

On November 8, 1945, after General motors had refused even to permit attend- 
ance at negotiations of a conciliator assigned by the Secretary of Labor, the union 
filed unfair labor practices charges against the corporation. In announcing this 
action, Mr. Reuther said: 

“Our specific charge against GM is that the corporation, while pleading in- 
ability to pay a wage increase without price increases, has refused to discuss 
with the union its ability to pay, its profits, and its price situation.” 

The National Labor Relations Board investigated the union’s charge, and on 
January 14, 1946, issued a formal complaint against General Motors Corp. of 
unfair labor practices. Among other practices, the Board’s complaint charged 
that the corporation “* * * has, in the course of its pretended bargaining with 
the union, changed and shifted its position as to whether it did or did not rely 
on financial inability to accede to the union’s wage proposals as a reason for 
rejecting them, thereby perplexing and confusing all discussion with reference 
thereto and precluding any continuous rational bargaining.” 

The complaint further charged that the corporation maintained its refusal 
to bargain on the issue of ability to pay, or to produce information relevant to 
its ability to pay “* * * without regard to whether it was or was not currently 
asserting inability to pay the proposed increase as the reason for rejecting the 
union’s proposals.” 

Hearings were subsequently held on the complaint, but the issue was never 
finally determined because following the conclusion of the strike the complaint 
was dismissed on motion of the corporation without opposition from the union. 
However, since the complaint would not have been issued if the NLRB had 
not been persuaded that there was a prima facie case against the corporation, 
it is clear that the Board recognized the strength of the evidence that the cor- 
poration, during part of the negotiations, had pleaded inability to pay, even 
though later shifting its ground. 

Thus it is clear from the record that the corporation’s initial response to the 
union’s demand was a plea of inability to pay. It was only when General 
Motors officials realized that this plea would involve them in producing facts 
to support such a contention that they decided they no longer wished to plead 
inability to pay. 


Corporation defied President 


It is important to recall that in walking out on the factfinding board, the 
corporation was not only refusing to cooperate with the Board, but was defying 
the President of the United States. On December 20, 1945, President Truman 
issued the following statement : 

“In appointing a factfinding board in an industrial dispute where one of the 
questions at issue is wages, it is essential to a fulfillment of its duty that the 
board have the authority, whenever it deems it necessary, to examine the books 
of the employer. That authority is essential to enable the board to determine 
the ability of the employer to pay an increase in wages where such ability is 
in question. Ability to pay is always one of the facts relevant to the issue of 
an increase in wages. 

“This does not mean that the Government or its fact-finding board is going 
to endeavor to fix a rate of return for the employer. It does mean, however, 
that since wages are paid out of earnings, the question of earnings is relevant. 

“The detailed information obtained from the books of an employer should not 
be made public. Such a disclosure would place the employer at a disadvantage 
with respect to his competitors. But the fact-finding board should unquestion- 
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ably have the right to examine the employer’s books where it deems it necessary 
in order to make up its own mind as to whether a demand for increase is justi- 
fied and to make public all findings based on such information that it deems 
relevant to the controversy. 

“That is one of the things I meant when I stated in my message of December 
3, 1945, to the Congress : 

“*The board should be * * * directed to make a thorough investigation of all 
the facts which it deems relevant in the controversy.’ 

“This is nothing new. There are many instances where the books of corpora- 
tions are Opened for inspection to representatives of the State and Federal Gov- 
ernments and where the information so obtained is used solely by such officials 
to carry out their functions. 

“To confer the right to examine books is one of the main purposes of granting 
subpena power to the factfinding boards. I trust that the Congress, which is 
the only body authorized to grant such power, will do so quickly. 

“In view of the public interest involved, it would be highly unfortunate if any 
party to a dispute should refuse to cooperate with a factfinding board.” 

The following day the Board issued a statement, and read it to the parties, 
urging the corporation and the union to resume bargaining, but laying down the 
rules and policies by which the Board would be governed if bargaining should 
not succeed in resolving the dispute. These were as follows: 

“1. Ability to pay will be regarded as one of the factors relevant to the issue 
of an increase in wages, to be given such weight, along with other factors, as 
the Board may deem appropriate after considering all of the evidence. 

“2. Ability to pay will not be regarded as the only or controlling factor in 
determining the amount of a fair and equitable wage adjustment. 

“3. Whether the Board will call upon the company to submit books or records 
germane to the case for examination by the Board in accordance with the Presi- 
dent’s statement of December 20, will be determined by the future developments 
in the case. 

“4. The Board will be governed by the wage-price policies announced by the 
President in Executive orders and addresses, and by the Stabilizaiton Admin- 
istrator under the act of October 2, 1942. If any wage increase in excess of the 
amounts approvable for price purposes under Executive Order 9651 should be 
recommended, the Board will satisfy itself that in its judgment the company 
ean fairly be expected to absorb the increase, but the Board will not undertake 
assume the functions of OPA or to suggest that the company be precluded from 
exercising any rights to seek price relief which existing regulations may permit. 

“5. The Board will require exact and detailed information to enable it to pass 
on the factors of reduced take-home pay, cost-of-living increase, and any other 
grounds which may be urged as equitable reasons for an increase in wages. The 
Board is preparing and will shortly submit to the parties a request for particular 
information relevant to these matters which the Board believes it would be 
helpful to have.” 

On December 28, 1945, the parties having failed to resolve the dispute, met 
again with the Board. The chairman restated the above rules and policies. Mr. 
W. G. Merritt, attorney for the corporation, then made a statement on behalf of 
the corporation, refusing to participate further in the proceedings if the Board 
insisted on giving consideration to ability to pay. The statement concluded: 

“For the reasons outlined above, the General Motors Corp. feels that it has 
no choice but to withdraw from these proceedings, unles~ and until the Board, 
on further consideration, should decide that under the peculiar circumstances of 
this case, ability to pay is not a proper factor for its consideration.” 

In short, the corporation told the factfinding board in essence: “It doesn’t 
matter what you say, it doesn’t matter what the President says—either you run 
this investigation the way we dictate, or we shall withdraw.” 


The question of the books 


Mr. Curtice attempted to make a great deal out of a newspaper report that I 
had said the question of producing the books was merely a public-relations job, 
and that it was used to put the company on the spot so that they would have to 
talk economics or be over a barrel. Senator Dirksen had raised exactly the same 
point when I testified. 

I do not recall having used the language quoted by Senator Dirksen and Mr. 
Curtice. But neither did I ever conceal, nor was there any reason to conceal, 
the union’s real purpose in the discussion concerning the corporation’s books. 
The corporation, as shown above, had pleaded inability to pay. We questioned 
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the validity of that contention. The issue was a factual one which could and 
should have been resolved on the basis of the facts. We asked the corporation to 
produce the facts in support of its contention. We made it clear, again and 
again, that we were concerned with facts—with the arithmetic—and that we 
did not require the corporation’s books as such for this purpose. The corpo- 
ration refused to provide any facts whatsoever in support of its contention. 
Since the dispute between us was being conducted in the public arena, we directed 
public attention to the persistent refusal of the corporation to discuss its inabil- 
ity-to-pay contention in the light of the facts, hoping, of course, that the public 
would draw the obvious conclusion from that refusal. 

All this is borne out by the published record which provides absolutely no 
basis for the sinister interpretation advanced by Senator Dirksen and Mr. Cur- 
tice. On December 13, 1945, the corporation issued a document entitled ‘General 
Motors Wage Proposal Amply Fulfills the Conditions Which Prompted the UAW- 
CIO To Make Its Original Demand for a 30-Percent Wage Increase.” The cor- 
poration document contained a number of quotations from the stenographic 
ene of the negotiations, including the following [emphasis has been sup- 
plied]: 

“Page 845 of the record, Thursday, December 6, 1945: 

“Mr. ReEvuTHER. If you can convince us the 30 percent is not sound, and we 
can arrive at a solution, seeing the books as far as we are concerned, is a way 
of saying we ought to have access to the data with which you can convince us 
we are wrong, if we are wrong. 

= x ~ * a a * 

“Pages 853 and 854 of the record, Thursday, December 6, 1945: 

“Mr. ReuTHer. He [referring to the GM worker] doesn’t care anything about 
General Motors books, providing you make a satisfactory adjustment, give him 
a satisfactory wage increase. 

“Mr. Coen. That is right. 

“Mr. REUTHER. But if you say, ‘No dice, we can’t give you a wage increase,’ 
he says, ‘Let’s see your books to see why you can’t.” 

7 * oe om * om » 

“Page 980 of the record, Thursday, December 6, 1945: 

“Mr. RevuTHer. Harry, we don’t want a wage increase which increases prices, 
because that doesn’t increase real wages and you can pay 30 percent without 
increasing prices and still make profits and the arithmetic will prove that. 

2 * * + a * * 

“Page 1114 of the record, Friday, December 7, 1945: 

“Mr. REUTHER. * * * We don’t care to see the books * * * what we want 
is the arithmetic in the books.” 

ok * * + * *” * 


Finally, on December 28, immediately following the statement by Mr. Mer- 
ritt which is quoted above, Mr. Reuther explained the union’s position to the 
Board. He said: 

“We have made the fight, Mr. Chairman, to get the company’s books and 
records not because we wanted to indulge in the pleasure of going through their 
books, I can assure you that that is not the motive. Our case, as we will 
present it when this hearing gets going, stands on its own arithmetic. We can 
prove our case beyond challenge. But the company wouldn’t take up the chal- 
lenge and wouldn’t argue the facts. So the only way we could meet that 
problem is to say, ‘Open up the books,’ because we knew that if they did open 
the books up the figures and the arithmetic in the books would confirm the 
union’s economic conclusions and contentions. We don’t care whether we see 
the books or not. 

“We raised that question because we had no other way to meet the prob- 
lem of their unwillingness to talk about arithmetic, and the only reason they 
haven’t opened it up is not because they have become the knight in shining 
armor or because they are defending free enterprise. Some of the little com- 
panies that they have squeezed out of business wouldn’t appreciate that they 
have been championing a fight against monopoly and to preserve free enterprise 
and the right of the little guy to get on top of the heap if he works hard enough 
and has initiative and imagination. We asked for the books because they 
would not talk about the arithmetic, and there was no other way for us to get 
to the facts excepting to insist upon the books being opened and being bound 
by what we found in the books.” 
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In short, the corporation contended that it could not pay what the union had 
asked without raising prices. The union had replied that if the corporation could 
prove that, it would moderate its demands accordingly but it wanted to see the 
data on which the claim was based. 

That is essentially the same position as the union takes today. We are not 
interested in prying into the corporation’s books. But the corporation has 
repeatedly claimed that it has been forced to raise prices because of wage in- 
creases. It has claimed that a price cut would be unjustified because of increasing 
costs, primarily wage costs. The union’s contention is that this matter of prices 
is not merely the corporation’s businesss, but is a matter of grave concern to the 
entire American public. Last August, therefore, when we proposed a $100 price 
cut, we also suggested that if the corporation subsequently should plead inability 
to meet the union’s wage demands because of the price cut, full information to 
establish that inability should be given to an impartial review panel. All the 
companies rejected the suggestion. 

Again, in our original presentation to this committee, we urged that it get 
from the companies all the facts that would allow the committee to determine 
what had been the cause of price increases, and whether they had been justified 
or not. All the companies refused to answer the committee’s questions when it 
came to supplying information which they saw fit to classify as “confidential.” 

Mr. Curtice summed up his attitude, which was later seen to be shared by the 
other managements, in the following exchange (p. 967) : 

“Senator LANGER. I wish Mr. Curtice would tell us to whom he would show 
the books. If he would not show them to a commission appointed by the Presi- 
dent of the United States, what body is there that in your opinion is entitled to 
see them for the benefit of the public? 

“Mr. Curtice. I think that there is a great deal of information in our records 
that is not for the benefit of the public. It is private information.” 


COMPANY OPPOSITION TO THE PRICE HEARING PROPOSAL WAS UNSUPPORTED BY ANY 
EFFECTIVE RATIONAL ARGUMENT 


In proposing that an agency be established to hold price hearings in the 
future, the union had suggested that the facts in each case be disclosed to a 
Government agency, and through it to the public. The companies opposed that 
proposal in the strongest possible terms, but produced no rational arguments 
against it. 

Mr. Curtice’s comment was (p. 2595) : 

“IT think it would be the beginning of the end of the free-enterprise system. 
Those decisions would be taken away from the people who are held responsible 
for making those decisions under our present American system of industry and 
free enterprise, and, I think, also, if I understood it correctly, it would apply 
only to those limited number who might have a substantial participation in the 
market and not to others, which certainly would be the disclosure of very confi- 
dential information to the benefit of competition, and thereby, I think, it would 
be ruinous as far as the free-enterprise system is concerned.” 

The proposal would not, of course, take away any of management’s right to 
make decisions; it would require that managements of corporations which 
dominate whole industries would become truly responsible, in that when they 
made decisions to increase prices they would be required to justify those deci- 
sions before an agency representing the public interest. 

Mr. Curtice’s fear that it would be “ruinous” to the free-enterprise system if 
small firms obtained some information about the big ones is unjustified, for as 
he knows very well the small firms in an industry dominated by one or two big 
companies have no choice but to follow the price line established by the leaders. 

Mr. Yntema suggested that the existence of such an agency might deter com- 
panies from lowering prices if their costs go down—an admission that competi- 
tion cannot be relied on to accomplish that automatically. He did not pursue 
the point, but if there is any validity to that objection it could easily be met by 
providing for hearings also whenever the agency is presented with a prima facie 
case for price cuts which the companies have failed to make. The presentation 
of a prima facie case of this kind would be a proper function for the Office of 
Consumers’ Counsel, which I proposed in my original presentation to the com- 
mittee. 

In short, the companies wish to persuade the public that it is wage increases 
which are responsible for inflation, but they have refused in the past, they 
refuse today, and they intend to continue refusing, as long as they can, to permit 
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any public body, be it a presidential commission, a congressional committee, or 
a Government agency, to obtain the facts on the basis of which their contention 
could be proven or disproven. 

We need not belabor the conclusion which must inevitably be drawn from this 
refusal to deal in hard facts that the corporations alone are able to supply, 
rather than in self-serving assertions uninhibted by the prospect of examination 
in the light of those facts. 

The issue in 1945 was not whether General Motors could justify its stand to 
the union, but whether it would attempt to justify its stand before a presidenial 
fact-finding commission representing the public interest. The issue in 1958 was 
not whether General Motors and other industry-dominating companies, when 
they wish to increase prices, shall justify their action to the union but whether 
they shall be called upon to justify it to the American people before a public 
agency. 


THE COMPANIES FAILED TO SHOW THAT COMPETITION AFFECTS AUTOMOBILE PRICES, 
AND IN FACT THEIR EVIDENCE DEMONSTRATED THAT THERE IS NO REAL PRICE 
COMPETITION AMONG THE COMPANIES 


The question as to exactly how new car prices come to be so similar was 
evaded by the corporation representatives, as it has been evaded many times 
in the past. They contended that their prices are established independently on 
a competitive basis, yet they failed completely to show by what means such 
compeition takes effect. It was generally admitted that in most model years 
suggested retail prices are established at the beginning of the model year and 
remain unchanged throughout that model year. Exhibits submitted by the com- 
mittee itself showed that there was a remarkably close agreement in the prices 
established—frequently within $2 or $3 on cars which are generally recognized 
in the industry as being of comparable quality. 

None of the corporation representatives was able to explain how it happens 
that such close agreement in prices is arrived at. But the picture which emerges 
from their testimony is that of one company which simply disregards its so- 
called competitors, and of others whose managements appear to believe that 
their companies are in competition with one another, but whose concept of 
competition is that it consists of always matching the oher person’s price as 
closely as possible. This was never clearly stated in quite those words, but 
while there were any number of reference to the necessity of setting prices in 
relation to those of competitors, or keeping an eye on competitive prices, there 
was scarcely a suggestion that any of the companies adopted a policy of trying 
to get below the competitor’s price in order to gain part of his market. In 
fact, as we shall show, both Mr. Yntema and Mr. Colbert made statements 
strongly suggesting that they felt any such policy was impossible for their 
companies. 


Market sets ceiling price, even for monopoly 


Mr. Harlow Curtice, president of General Motors, at first claimed that prices 
were determined on the basis of three factors, competition, the state of the 
market, and costs. He later said, however (at p. 2518 of the record): 

“In my prepared statement I emphasized the fact that pricing in the auto- 
mobile industry stands on three legs: the nature of the automobile market, 
competition, and costs. 

“The first two legs, the market and competition, effectively set a ceiling on 
price in our industry.” [Emphasis added. ] 

In reality, this statement demolishes those first two legs. Mr. Curtice admits 
that the effect of competition and the market situation is only to set a ceiling, 
not to establish the prices actually charged—unless he means that prices are 
invariably shoved up to that ceiling, regardless of how much lower they might 
be on the basis of costs. The fact is that the state of the market always es- 
tablishes a ceiling on prices, even where there is a pure monopoly. As prices 
rise, unit profits rise also, but unit sales fall. Even a monopoly will find that 
there is always an optimum or ceiling price beyond which the reduction in sales 
will more than offset the increase in unit profits, so that total profits decline. 

Similarly in every industry, whether monopolistic or highly competitive, costs 
will establish a floor below which prices cannot long remain. 

What happens in a competitive industry is that the force of competition tends 
to keep prices down close to the floor established by costs, rather than letting 










ADMINISTERED PRICES 4109 


them rise toward the ceiling which represents the optimum monopoly price. In 
an industry where there is no price competition, such as the automobile in- 
dustry, prices do tend to rise toward that ceiling. 


GM price leadership admitted 


As we pointed out in previous testimony, pricing in the auto industry closely 
follows the pattern recognized by economists as typical for industries domi- 
nated by a price leader, whose leadership enables it to fix prices in exactly the 
same way as though it held an absolute monopoly. Testimony by industry rep- 
resentatives made it clear that in spite of all their claims to competition, they 
do in fact recognize General Motors as the price leader in the automobile in- 
dustry. 

The most naive admission that there is price leadership in the industry was 
made by Mr. Yntema when he was asked by the chairman: “Do you believe in 
raising prices to meet competition?” 

Mr. Yntema replied: “Suppose that you had, let’s say, a thousand bushels of 
wheat and the price of wheat went up 20 cents. You mean you would not sell 
the wheat 20 cents higher? You would raise your prices to meet competition” 
(p. 2686). 

Since the competition which Ford faces is not that of a million other pro- 
ducers, as in wheat farming, but is primarily the competition of General Motors, 
Mr. Yntema was actually admitting that General Motors sets the price of auto- 
mobiles to the same extent as market forces set the price of wheat. 

Why prices are so similar 

As his explanation of why prices set by the various companies are so similar, 
Mr. Yntema said (p. 2680) : 

“In previous testimony attention was called to the range of discretion that a 
seller may have in establishing a price. In the case of an automobile manufac- 
turer, the range of discretion in setting prices on a car line is small. We have 
not found it possible to price much above the most nearly comparable models 
of competition ; to do so would entail heavy loss of sales volume. We have found 
it impossible to price substantially below competition and still make a reasonable 
profit for our shareholders.” 

It may be of interest to the committee to recall that the previous testimony 
regarding the seller’s range of discretion was that given by Dr. Gardiner C. 
Means. He was describing an experience of his own in which he had enjoyed 
a monopoly of a specialized product, and, as Dr. Means said, “Within limits I 
was free to set my own price.” The “range of discretion” was not that set by 
competition, but was the range within which, as a monopolist, he could cause 
prices to rise and sales to fall, or vice versa, without substantially affecting his 
total profit. 

What Mr. Yntema was saying, however, was that Ford could not raise its prices 
above a certain level without a heavy loss in sales. Yet it apparently could not 
hope to obtain an increase in sales by reducing its prices, presumably because 
the competition would then cut prices also. So, in practice, neither would cut. 
This is exactly the kind of situation typically found in a semimonopoly industry. 
In my prepared presentation to the committee I outlined that situation as de- 
scribed by Dr. E. H. Chamberlin. In the light of the testimony given by the 
corporation representatives, his description may be worth repeating again: 

“Supposing the price to rest temporarily at AP [referring to a line AP on a 
chart, representing the price that would be charged by one monopolistic pro- 
ducer in order to maximize his profits], if either one were to cut below it, he 
would, by the incursions made upon his rival’s sales, force him at once to follow 
suit. To the argument that if he did not cut his rival would, the answer is that 
his rival would not for the same reason that he does not. If each seeks his 
maximum profit rationally and intelligently, he will realize that when there are 
only two or a few sellers his own move has a considerable effect upon his com- 
petitors, and that this makes it idle to suppose that they will accept without 
retaliation the losses he forces upon them. Since the result of a cut by anyone 
is ineviably to decrease his own profits, no one will cut, and, although the sellers 
are entirely independent, the equilibrium result is the same as though there were 
a monopolistic agreement between them.” 

Is this not precisely the situation described by Mr. Yntema? His company 
cannot raise prices much above the level set by its major competitor or it will 
lose sales. Yet it cannot gain sales from that competitor by cutting prices, 
because the competitor will cut also and the only result will be that both take 











4110 ADMINISTERED PRICES 


a smaller profit. (The consumer, of course, would gain by such a competitive 
price cut, more workers would have jobs and the whole economy would get 
a boost, but that does not enter into the company’s calculation.) As a result, 
prices stay at the level which would produce maximum profits under a monopo- 
listic agreement. 

This is the explanation also of Ford’s double price shift in 1956, when prices 
previously announced were increased to match those of General Motors. 

It is perfectly logical—but it is not competition. 


Chrysler cannot undercut GM or Ford 


Mr. Colbert also stated very frankly that Chrysler did not and could not 
attempt to undercut General Motors and Ford. Discussing Chrysler’s 1953 
price reductions when sales were poor, the following exchange took place 
(p. 2776) : 

“Senator Kerauver. When you made those price cuts were you cheaper than 
Ford or—on comparable cars to Ford and Chevrolet, General Motors? 

“Mr. Corpert. No, sir; that broad sweep, our Plymouth car has never been 
priced so far as I know below Ford and Chevrolet, it is a better automobile and 
has more value and more quality in it. 

“We did not have the volume and we never stated we could underprice them. 

“Senator Krerauver. Well, did those cuts bring you right in line with com- 
parable cars of Ford and General Motors? 

“Mr. CoLsert. They brought us nearer than we had been before, but they 
did not bring us under Ford and Chevrolet prices.” 

Obviously, as far as price is concerned, Chrysler simply offers no competition 
to Ford and General Motors. 


Mr. Curtice does not know 


In his testimony, Mr. Curtice displayed a lack of knowledge of his competitors’ 
business which seemed remarkable in the head of a corporation which had 
grown to be the largest in what Mr. Curtice claims to be a highly competitive 
industry. At page 2518 of the record, for example, the following exchange is 
recorded : 

“Senator Keravuver. Mr. Curtice, you all come out with the same prices. You 
do not all have the same costs, do you? 

“Mr. Curtice. I do not know what their costs are. 

“Senator KeEFaAvver. It is not reasonable to expect you to have the same costs, 
is it? 

“Mr. Curtice. I do not thing the products are the same, either.” 

Inasmuch as the purpose of Senator Kefauver’s questioning was to find out 
why car prices established by the companies were so nearly the same, this was 
an obvious attempt to evade the issue. There can be explanations of a similarity 
of prices for similar products in a competitive market, but it would be a most 
unbelievable coincidence if, year after year, three firms established the same 
levels of prices for dissimilar products. 

The questioning continued : 

“Senator Keravuver. You do not make the same profit, do you? 

“Mr. Curtice. I do not know what the margin of profit may be for the other 
companies. 

“Benator KEFAUVER. In setting price, do you predetermine the profits you want 
to make? 

“Mr. Curtice. We have an objective. We have a procedure which has been in 
effect for a great many years.” 

The first statement above was a most remarkable admission, since any com- 
pany’s margin of profit is readily obtained from its annual financial statements 
which are a matter of public record. 

In the second statement Mr. Curtice has again destroyed his own concept of 
prices resting on the three legs of cost, competition, and the market, for the whole 
basis of General Motors’ formula is that of obtaining 20 percent return on 
capital employed in any year in which it gets 180 days of production. 

While Mr. Curtice’s claims of lack of information may have been technically 
correct in the sense that he might not be familiar with the precise details of his 
competitors’ costs, the suggestion that a corporation like General Motors could 
continue to maintain its position in the industry without having any knowledge 
of its competitors’ costs is inconceivable, unless General Motors so dominates 
the industry that it can afford to set prices at the level predetermined by its 
profit objective, without regard to its competitors’ prices, because it knows their 
prices will fall into line. 





ADMINISTERED PRICES 4111 


In other words, Mr. Curtice was either trying to evade an uncomfortable line 
of questioning, or else he was admitting that General Motors is so big and power- 
ful it just doesn’t have to concern itself with what anybody else’s costs and 
profits are. 

GM’s profit objective 

In response to further questioning, Mr. Curtice agreed that General Motors 
has a profit objective of 15 percent return after taxes on “the capital employed 
in the business.” He did not define that term. In the 1955 hearings, Vice Presi- 
dent Albert Bradley used “capital employed,” “net capital” and ‘net worth” as 
synonymous, although in the corporation’s annual statements “net capital” is 
a somewhat larger figure than “total capital” or “net worth.” Mr. Bradley also 
said that the corporation’s profit objective was “between 15 and 20 percent on the 
net cop'tal employed over the years,” and that this was based on the assump- 
tion of utilizing capacity on the average for only 180 days per year. This hesi- 
tation to give precise figures or a precise definition of terms which would describe 
GM’s profit objective in clear and unambiguous language is less obvious when 
GM spokesmen feel that they are addressing a more sympathetic audience, Thus, 
the Donaldson Brown articles to which reference has frequently been made, 
have a table entitled, “Table 15. Profits, capital employed and return on cap- 
ital,” and that table lists the items which make up “capital employed” on which 
20 percent return is expected. They include the following: ‘Cash, drafts and 
accounts receivable, raw material and work in process, and finished product,” 
which together make up “Gross working capital.” To that is then added “Fixed 
investment,” to get “‘Total investment” on which the 20 percent return is cal- 
culated as “Return on capital employed.” 

More recent (undated, but from internal evidence not earlier than 1952) is 
an article circulated by the corporation, entitled “Internal Financial Reporting 
of General Motors,” by R. C. Mark. The article includes a “Profit and loss and 
investment report” form, to be filled out regularly by each division. There are 
three investment items shown: “Cash and receivables,” “Inventory,” and ‘Net 
fixed investment,” which add up together to “Total net investment” on which 
the rate of return is shown. Mr. Mark explains that inventory includes raw 
material, work in process and finished product, which makes the investment 
items exactly equivalent to those shown in Mr. Brown’s table. Mr. Mark also 
says: “This report is useful in pointing up variances in sales, profits, and in- 
vestments in comparison with the budget.” 

This would seem to imply clearly that the same investment items are included 
in the overall budget. 

We have dwelt on this point at some length in an effort to clear up some of 
the mystery concerning GM’s actual profit objectives. It seems clear both 
from Donaldson Brown and from Mr. Mark that the concept in practice of “capi- 
tal employed” includes virtually the total assets of the corporation. This is a 
much larger figure than net worth, since net worth equals total assets less lia- 
bilities and reserves. At the end of 1957, for example, total assets of GM 
were over $6,825 million, compared with a net worth of $4,905 million. The 
total of cash, short-term securities, receivables, inventories and net real estate, 
plants and equipment (after depreciation) was $6,136 million. A return of 15 
percent on these items alone would have equaled a return of 18.8 percent on net 
worth, and a return of 15 percent on total assets would have equaled a return of 
20.9 percent on net worth. 

Thus, depending on the defiintion used, an expressed objective of 20 percent 
return on net worth is quite consistent with an expressed objective of 15 per- 
cent return on capital employed. 

If the objective is 20 percent return on capital employed, as Donaldson Brown 
indicates, return of 20 percent on the $6,136 million total of cash, short-term 
securities, receivables, inventories and net real estate, plants and equipment 
would have equaled a return of 25 percent on net worth, and a return of 20 
percent on total assets would have equaled 27.8 percent on net worth. These 
figures are not far from the actual average return obtained by General Motors 
in the past 10 years. 

In any case, General Motors’ profit objective is a very high one—and actual 
profits over the past 10 years have averaged even higher than the objective, as 
management must have known they would, since actual utilization has averaged 
well over 180 days per year. Obviously, if GM chose to accept a more moderate 
rate of profit it could lower its prices at any time. It has not done so. Instead, 
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it has maintained its prices at ever higher levels which have actually given 
General Motors profits well above its professed objective. 


Question of competition evaded 

The question of competition was carefully evaded by Mr. Curtice. When 
pressed by Senator O’Mahoney to explain just how competition affects the price 
of General Motors case (p. 2527), Mr. Curtice quoted from the testimony of Vice 
President Bradley before the committee in 1955. The exchange is as fol- 
lows: 

“Senator O’MAHONEY. Would you explain how competition affects the mar- 
ket price of General Motors cars? 

“Mr. Curtice. I think, if I may, I would like to read from the same testimony 
what Mr. Bradley said, which is on page 3586: 

“Well, actually what we have done is establish our prices which have to be 
established in relation to competition, as I mentioned, and then we see what the 
indicated return is. And then we compare that with what we have in mind. And 
generally, we are close enough to what we have in mind so it has not been a 
major problem. It would be a major problem if we could not earn half of that 
or something like that.’ 

“Senator O’Manoney. Well, that is still just reference to competition without 
an explanation of how it appears. 

“Mr. CurtTice. I think Senator O’Mahoney, you said we did not talk about 
competition that day. Well, I think, in that statement competition was talked 
about.” 

It was talked around but it was never explained, either on that day in 1955 
or during the hearing in 1958. 

Senator O’Mahoney continued to press for an answer to the simple question, 
“How did Ford or Chrysler pricing affect your pricing of any car?’ Mr. Curtice 
continued to evade, stating that he had explained that earlier when Senator 
O’Mahoney was absent, but a careful study of the record will show that that 
question was never answered. 

What both Mr. Bradley and Mr. Curtice failed to say is that General Motors 
controls half the volume of the industry and that with substantially the same 
prices, it has the largest profits, not only in absolute amount but as a margin of 
the sales dollar. Data already put on the record show that in every year since 
1947 General Motors has taken a substantially larger percentage of the sales 
dollar in profit than either Ford or Chrysler. 

In other words, in every year since 1947 General Motors has been in a position 
to sell cheaper than its so-called “competitors.” If the automobile industry were 
truly competitive in its pricing, GM would have cut prices in an effort to get a 
larger share of the business. That, as we have always understood it, is what 
price competition means. 

That is not what has happened. Prices have not been cut. GM’s prices are 
not set below those of the competitors, as they could be, and at least once, as this 
Committee already knows, in the fall of 1956, General Motors priced its Chevro- 
lets above the level of its major competitor, Ford—and Ford promptly raised 
prices to match GM. 

It is difficult, therefore, to see how any argument could be made that GM’s 
“prices have to be established in relation to competition.” GM does not have to 
worry about competitive prices and clearly does not pay heed to them. 

This position of price leadership enjoyed by GM holds in spite of the fact that 
GM is not always the first to announce prices in a new model year. Mr. Colhert 
made it clear that each manufacturer has a pretty clear idea of what the others’ 
prices will be before any announcement is maae. He said (p. 2777) : 

“We estimate, for example, what consumers will be paying for competitive 
ears. In doing this, we rely heavily on our knowledge of the prevailing prices 
and specifications of current competitive models, our knowledge of periodic 
design cost changes in competitive products, and the knowledge we have gained 
through analysis of economic changes as they relate to our own new model costs. 
So far as our competitors’ design cost changes are concerned, we rely on rough 
calculations, but we know that price changes in basic commodities and changes 
in wage rates will have an effect on unit costs of competitive products similar 
to the effect on our own.” 

For anyone else in the industry, having sufficient knowledge of cost changes 
and an understanding of how GM’s price formula operates, it should not be too 
difficult to estimate pretty closely how their prices will move from year to year. 

Thus, even though there may be the occasional mistake such as that made by 
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Ford in 1956—and quickly corrected— it is generally possible for the other firms 
to approximate GM’s prices in advance and so “follow” them even though in 
point of time they may announce first. 


Not competition, but cartelization 


It is certain that Ford an Chrysler have to give consideration to GM’s prices. 
They have testified to that effect, and their testimony is borne out by the 
similarity of their prices. But as we have said, the facts and the testimony 
also make it clear that they consider “competitive pricing” to consist in trying 
to match one’s own price as closely as possible to the prices of one’s competitors— 
not in trying to get below a competitor’s price in order to win customers away 
from him. In effect, therefore, GM sets the price for the industry. No other 


firm can price substantially higher, for fear of loss of sales, and none dare 
price substantially lower for fear of retaliation. 


This is not price competition—it is cartelization. 


THE COMPANIES FAILED TO SUPPORT THEIR CLAIM THAT WAGE COSTS WERE A MAJOR 
FACTOR FORCING THEM TO INCREASE PRICES 


Mr. Curtice and Mr. Yntema both put forward testimony which either claimed 
directly or implied that increasing wage costs were a major factor in their price 
increases. 

This charge is convenient for corporate public relations purposes since it 
makes labor the scapegoat for abuse by corporations of their power to adminis- 
ter prices. As a propaganda device it is by no means new. Big business has 
been using it throughout the postwar period. The propagandists, of course, 
would have us believe they are stating unchallengeable economic fact when they 
pin the blame for inflation on labor. On occasion, however, out of their honesty 
or carelessness, an authoritative business publication has let the cat out of the 
bag. The magazine Iron Age, for example, did so as far back as August 5, 
1948, in an article entitled “Criticism of Industry for Recent Price Rises Sur- 
prises No One” which said in part: 

“Steel price advances were made after wage advances for a logical public 
relations reason. But had there been no wage advance steel prices would have 
gone up substantially anyway. Automobile and appliance prices would have 
risen even if steel didn’t.” [Emphasis added. ] 

The testimony of steel and auto managements before this committee shows 
that price increases are still being blamed on wage increases “for public rela- 
tions reasons,” but the solid economic facts needed to support that charge have 
not been forthcoming. 

Neither Mr. Curtice nor Mr. Yntema provided the committee with the de- 
tailed information which would be required to verify the validy of their asser- 


tions and some of the figures which they did provide on this crucial point were 
inconsistent with one another. 


Analysis of GM figures 


For example, Mr. Curtice claimed that the cost of producing a “composite 
GM car” had increased by $125 between the introduction of 1957 models in the 
fall of 1956 and the introduction of 1958 models in the fall of 1957. He claimed 
further that $52 of the $125 represented increased labor cost, and of that amount 
$7 represented an increased amount of labor and $45 represented “increased 
wage and salary rates and fringe benefits” (p. 2478). 

Elsewhere in his testimony, Mr. Curtice stated that wages “today are $2.87 an 
hour,” including fringe benefits (p. 2536). Mr. Donner, of General Motors, stated 
that current rates without fringes were $2.60 an hour (p. 2537). 

Mr. Donner also stated (p. 2537) that “the total payrolls, our overall figure 
which is applicable to automobiles too, our total payrolls run around 28 or 29 
percent of total sales in value.” He later (p. 2539) cited a more precise figure 
of 28.9 percent. This includes salaries as well as wages. 

On March 12, 1958, GM officials held a press conference in Detroit and released 
a large number of figures to the press, among them data on wage rates which 
were given by Louis G. Seaton, vice president in charge of personnel. The 
Detroit News, reporting the conference in its issue of March 13, 1958, said: 

“*GM’s average hourly wage is $2.21,’ Seaton said, ‘plus a cost-of-living factor 
which boosts it to about $2.40.’ ”’ 

This conforms to a Bureau of Labor Statistics study made in July 1957 (before 
subsequent adjustments in the cost-of-living allowance), which found that 
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average straight-time hourly earnings in the auto industry were $2.37 (Monthly 
Labor Review, November 1957). 

If the straight-time wage, including cost-of-living allowance, is about $2.40 
per hour, then the $2.60 figure cited by Mr. Donner as the current wage without 
fringe benefits must include overtime premiums, and in our belief, some fringe 
items also. In calculating the cost of the composite car, however, it is difficult 
to see how potential overtime could properly be included. As Mr. Curtice 
pointed out (pp. 2518-2520), in determining prices, costs are established on the 
basis of standard volume—the assumption that the volume of production actually 
achieved will be that calculated as “standard volume” for that year. Subse- 
quently, on page 2521, Mr. Donner in explaining the standard volume and rated 
capacity concepts made it very plain that these assumed no overtime, as shown 
in the following exchange: 

“Senator KEFAUVER. Will you give us your rated capacity then for 1955 and 
1956? 

“Mr. DoNNER. 3,755,000 based on hourly rates running six [sic] one or two 
shifts. 

“Senator Kerauver. You mean that is the total capacity of your plants? 

“Mr. DoNNER. That is right, without overtime. 

“Senator KEFAUVER. Without overtime.” 

In subsequent testimony Mr. Donner made it plain that standard volume, in 
turn, is calculated as a percentage of the rated capacity. Thus, labor costs 
based on standard volume cannot properly include overtime. This is con- 
ceptually proper, since the working of overtime is entirely within the discretion 
of the company, and overtime would be scheduled only if it were profitable to 
do so, notwithstanding the extra premium paid. 

Actual wage increase was 14 cents 

Elimination of the overtime factor makes it possible to calculate fairly closely 
the increase in General Motors wage costs from the fall of 1956 to the fall of 
1957 in terms of cents per hour. During that entire period we were working under 
the provisions of the 1955 collective-bargaining agreement, and the wage increases 
which took place under that agreement during this period were as follows: 


1st pay period beginning on or after 





BN I ccc eain cong cdt sstinnan Dees _....... 2 cents cost-of-living increase. 
no i can ht 1 cent cost-of-living increase. 
i te ca lll 2 cents cost-of-living increase. 
a a 6 cents improvement factor increase. 
i a a a 3 cents cost-of-living increase. 
I ist tek iicccicclntecaulalnbpiainais hs ieee 14 cents per hour in wage increases. 


A few fringe benefits, such as holiday pay, vacation pay, and shift premiums, 
increase as wage rates increase. Others, such as pension, insurance, and supple- 
mental unemployment benefit contributions, are not geared to wage levels and 
thus do not automatically increase with them. As nearly as we can estimate, the 
fringe benefits at General Motors which fluctuate with wage rates would increase 
by something less than 1 cent per hour with an increase of 14 cents per hour in 
wages, for a total increase in hourly labor costs of about 15 cents. 

Mr. Curtice stated that increased labor costs, including fringe benefits, ac- 
counted for a cost increase of $45 in the composite GM car, and that all the pro- 
ductivity increase went into improvements in the car. 

At 15 cents per hour, this would indicate that there are 300 man-hours of labor 
in the car, including the hours of salaried workers. 

But Mr. Curtice also stated that the corporation’s hourly labor cost, including 
fringe benefits, was $2.87. This does not include salaries, but a comparison 
between Department of Commerce figures of average annual earnings of all em- 
ployees (both wage and salary workers) and Department of Labor figures for 
average weekly earnings of production (wage) workers, multiplied by 52, suggests 
that average salaries run substantially higher than average wages. 

At only $2.87 per hour for both salaries and wages, however, the cost of 300 
man-hours per car would come to $861 per car. This figure would be even higher 
if precise salary data were known. 

Mr. Donner stated that payroll cost “which is applicable to automobiles too,” 
represented 28.9 percent of sales value. 

On this basis, a car with $861 of labor costs in it would have a sales value at 
the factory, wholesale, of $2,979, or a retail sales value of approximately $4,000 
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plus excise taxes, etc. Yet Mr. Curtice told the committee (p. 2475) that the 
“eomposite car” to which his data applied was “the average of all passenger car 
models in our five lines, weighted on the basis of projected sales volume.” 

In other words, the “composite GM car,” supposed to represent an average of 
all production, would be priced at the level of the Buick Roadmaster or the 
Cadillac. 

We cannot account for the discrepancy in these figures. We know that under 
the provisions of our agreement hourly wage costs increased by only 14 cents 
during the period discussed by Mr. Curtice, and that the increase in those fringe 
benefits which vary with wage rates could not have brought the figure higher 
than 15 cents. Beyond that point, the figures are those given by General Motors, 
and the inconsistencies are theirs to explain. 

There is a sharp inconsistency also between the figure of 300 man-hours per 
car which flows out of Mr. Curtice’s data and the figure of 120 to 125 man-hours 
per car, representing all hourly rated labor, direct and indirect, of both manu- 
facturer and parts suppliers, given by Mr. Dan Cordtz in the Wall Street Journal 
article cited in our prepared statement. (Essentially the same data, though pre- 
sented in a somewhat different breakdown, were also published in Steel magazine 
for December 9, 1957.) As the committee will recall, on the basis of Mr. Cordtz’ 
figures we estimated that increased wage and salary costs, including wage 
increases for employees of suppliers, could not have come to more than $13 per car 
after allowing for a 3 percent productivity increase during the year. The analysis 


of Mr. Curtice’s data, unsupported as they are by any actual cost figures, give us 
no reason to change our estimate. 


Ford data also inconsistent 


Similar inconsistencies are to be found in the testimony of Mr. Yntema for the 
Ford Motor Co. 

One of Mr. Yntema’s distortations was quickly caught up by the chairman. 
When Mr. Yntema presented his exhibit 15, comparing the increase in Ford car 
prices since 1948 with the increase in average hourly labor rates, Senator Kefauver 
quickly pointed out that no allowance whatever had been made for the increasing 
productivity of an hour of labor. If the increase in productivity at Ford had only 
been at the same rate as in all manufacturing, the company’s own figures would 
then have shown an increase in unit labor costs of only 26 percent since 1948 
compared with a 32.8 percent increase in prices. 

Mr. Yntema’s only answer was that they had not made any attempt to deflate or 
reduct their labor-rate figures by “an unknown and I might say unknowable 
amount of productivity.” 

If certain figures that Yntema presented are reliable, however, they do provide 
a basis for estimating the increase in productivity at the Ford Motor Co. 


ANALYSIS OF FORD DATA SHOWS PRODUCTIVITY INCREASING BY 5.7 PERCENT PER YEAR 
FROM 1948 THROUGH 1955 


Mr. Yntema gave the committee a set of figures represented as a “Ford car 
price index.” This was based on prices of an 8-cylinder 4-door Custom 300 
sedan, and equivalent models in earlier years. Since Mr. Yntema, in his testi- 
mony and in his prepared statement, consistently referred to this index as the 
Ford car price index, and compared it with the company’s overall labor and 
material costs, we must assume that he considers it a representative figure for 
price increases in the entire Ford line. Mr. Yntema does say that this index 
overstates the actual increase in Ford prices, but if that is so it would result 
in an understatement of the amount of productivity increase calculated on the 
basis of the price index. 

We have the Ford car price index for each year, 1948 through 1957, and from 
the company’s annual reports we have the dollar amount of the company’s sales 
each year. If the price index is representative, we can use it to deflate the 
sales figures from current dollars to constant dollars—that is, we can eliminate 
the effect of price increases and obtain figures which will show the change 
in actual physical volume of production between any 2 given years. 

In the same way, Mr. Yntema gives an index of average hourly labor rates, 
and we have Ford’s payroll figures for each year. Deflating annual payroll 
by the index of hourly labor rates eliminates the effect of wage increases on 
payrolls, and yields figures which indicate the change in actual men-hours 
worked each year. The measure will not be exact, because the payroll figures 
include salaried as well as production workers, but it will be very close unless 
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there has been any substantial difference between the increases won by workers 
in the bargaining units and those granted to salaried workers. In our experi- 
ence, the salaried workers have received approximately the same economic 
gains as were won by our members.’ 

In any case, they are the only figures bearing on this point with which the 
company has seen fit to provide the committee. 

On the basis of Mr. Yntema’s figures and sales and payroll data published 
by the company, we have made the following calculations of the extent of pro- 
ductivity increase at the Ford Motor Co. between 1948 and 1955: 


Calculation of Ford productivity increase, 1948-55 


[All dollar amounts in millions] 


de 


1948 | 1955 
| al 


® a a awake dasenneuatnewaedadudvccecbavctnge $1,971.2 | $5,594.0 
Si Pees NUT i 8 eS ty i le 100. 0 | 117.9 


(3) Sales in constant dollars [(1)+(2)]...--....--_-- es __----| $1,971.2 | $4, 744.7 





(4) Index of constant-dollar sales (1948=100) (representing physical volume) - _ 100.0 | 240.7 
(5) Payrolls__.......-- Sie ee ee Se ee Ti eee Gs pee REE | $469.4 | $1,117.6 
(6) Ford index of hourly labor rates__._................--.-.----- eee 100. 0 146.3 
(7) Payroll deflated by index of hourly labor [(5) +(6)] rates__.....___.._.__--__-.---- $469. 4 $763.9 
(8) Index of deflated payrolls (1948=100) (representing man-hours) ace 100. 0 162.7 
(9) Index of productivity [(4)+(8)]..........-.....-.-.--- ct : ao, 100.0 147.9 








In other words, 140.7 percent greater physical volume was sold in 1955 than 
in 1948, but only 62.7 percent more man-hours were worked, representing an 
increase in productivity per man-hour of 47.9 percent for the 7-year period. This 
represents an average rate of productivity increase at Ford Motor Co. of a little 
more than 5.7 percent per year, compounded annually. 

If, as Mr. Yntema claims, even his own Ford car price index overstates the 
increase in prices, it would follow that the 1955 sales figure was deflated by too 
much in the above table, and that the increase in volume of production, and 
therefore the increase in productivity, was even larger than the figures indicate. 


Ford productivity since 1955 


The year 1948 was used as a base in the above comparison simply because it 
was the base chosen by Mr. Yntema in his tables. The year 1955 was delib- 
erately chosen for comparison because it was a year of full production and 
therefore indicated the degree of productivity increase which can be achieved 
when full production is maintained. It is quite true that continuing the figures 
beyond 1955 will show that productivity fell off sharply in 1956, and was only 
partially recovered in 1957. 

In reply to a question from Senator Goldwater as to why the rate of produc: 
tivity increase in the economy as a whole had apparently slowed up in 1956 and 
1957, Mr. Yntema suggested that technological improvements “may have slowed 
up in the last 2 years.” But Mr. Yntema’s own figures prove that that was not 
a sufficient explanation of what happened at Ford. If the same method as was 
used in the above table is used to compare the change in productivity at the 
Ford Motor Co. from 1955 through 1957, it will show that apparent productivity 
dropped by 14.5 percent between 1955 and 1956, and although it recovered 


1The productivity calculations would, of course, be more exact if based on counts of 
man-hours actually worked rather than on deflation of payrolls. For example, to the 
extent that some of the fringe benefits won subsequent to 1948 are not included in “payroll,” 
the estimate of the man-hours increase would be understated. On the other hand, the 
increased proportion of salaried workers, whose average earnings are higher than those 
of hourly workers, operates toward overstatement of man-hours. In addition, man-hours 
are very substantially overstated in 1955 because Bo gel reflects premium payments for 
the large amount of overtime worked that year while the “index of hourly labor rates,” 
according to Mr. Yntema, “assumes a constant amount of overtime hours in each year.” It 
should be noted also that there is no way, in this kind of calculation, to correct for 


additional man-hours resulting solely from the increasing degree of integration in the 
company’s operations. 
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sharply last year, the figure for 1957 was still 5.2 percent below that for 1955. 
The figures, on the base 1948—100, are as follows: 








Ford pro- Percent 
ductivity change 
per from pre- 
man-hour vious year 
Re OAC ies skeum overs wnki blak denying keh khdaaeayek eee itine sons eae ROT ns 
DD occa cme ncmndnideasesetanesesced tne ceep deperedsnecebusnvphadepeswdsesnse ied 126. 4 —14.5 
| DSR Seiki ed Fad ak Ba Se es ER 140. 2 +10. 9 





This falling off from 1955 to 1956 cannot be explained on the basis of any 
slowing down in the rate of technological improvement. There is no reason to 
believe that it was due in any degree to a decline in technical efficiency. On the 
contrary, the company itself has indicated that its productivity potential in- 
ereased during this period. In the 2 years 1956 and 1957 it expended $906 million 
for expansion, modernization, and replacement of facilities, excluding special 
tools. The 1957 annual report states— 

“In 1957, the company brought near to completion the expansion plan approved 
by the board of directors in 1955. A considerable increase in capacity and effi- 
ciency was gained through completion of 11 plants and facilities having an 
aggregate area of 9.5 million square feet and costing $335 million.” [Emphasis 
added. ] 

The simple and obvious explanation for the falloff in man-hour productivity is 
that between 1955 and 1956 Ford production of cars and trucks fell from 
2,615,000 units to 1,966,000 units—a decline of almost 25 percent. With that 
many fewer units over which the labor element of fixed costs could be spread, 
it is not surprising that apparent productivity per man-hour fell so sharply. 


Recession slows productivity increase 


To a lesser degree, what has happened at Ford has happened in the entire 
economy. The rate of increase in productivity has slowed down, not primarily 
because of any deficiency in technological advance, but simply because the whole 
economy has slowed down, with the result that industry is not making the most 
efficient use of either machinery or manpower. But the reason for the slow- 
down of the economy is basically an unbalanced distribution of purchasing 
power—too much to the treasuries of corporations which are no longer prepared 
to keep it in circulation through expanding investment, and too little to workers, 
farmers, and other consumer groups for whom increased income means an im- 
mediate increase in spending to meet their needs. 

We make this point as a reply to Mr. Yntema and others who have suggested 
that current wage increases should reflect no more than current increases in 
productivity. The UAW maintains that, as a minimum, wage increases should 
reflect the average annual increase in productivity of which the economy is 
eapable in periods of full employment, because only by gearing increases in 
wages to what is possible under full employment conditions can we achieve a 
distribution of purchasing power which will enable us to establish full employ- 
ment conditions. 

Before leaving Mr. Yntema’s exhibit 15, there are 2 or 3 other points we 
should like to make. 


Ford prices rose 18 percent while unit labor costs fell 


As we have already shown, Mr. Yntema’s figures indicate that between 1948 
and 1955 productivity at the Ford Motor Co. increased by 47.9 percent. 

But in the same period, according to Mr. Yntema’s index of hourly labor rates, 
Ford Motor Co.’s labor costs per hour increased by only 46.3 percent. 

In other words, during this period Ford’s productivity increase was sufficient 
to pay all improvement factor increases, all fringe benefits, any increase in 
payroll taxes and all cost-of-living allowance increases, and still bring about a 
reduction of 1.1 percent in unit labor costs. 

Yet in the same period Ford car prices, according to Mr. Yntema, increased 
by almost 18 percent. 





4118 ADMINISTERED PRICES 


Buying power of Ford workers lagged far behind productivity 


Second, the real wages of Ford workers—the buying power of their earnings— 
lagged far behind their productivity. Between 1948 and 1955, living costs in- 
creased by 11.4 percent. Thus, although Mr. Yntema’s figures indicate that 
gross hourly labor rates increased by 46.3 percent, the buying power of the 
worker's earnings (including fringe benefits) went up by only 31.3 percent, as 
compared with a 47.9-percent increase in productivity. 

In other words, on the basis of Mr. Yntema’s figures, the amount a Ford worker 
produced with an hour’s labor increased by 47.9 percent, but the amount he 
could purchase with an hour’s earnings increased by only 31.3 percent. 


Irrelevant cost index used 


In his exhibit 15, Mr. Yntema cited figures for a BLS wholesale-price index of 
components for durable-goods manufacturing, of which he said (p. 2655) : 

“The ‘Components for durable-goods manufacturing’ category is, in our judg- 
ment, more nearly representative of the price trends of our aggregate purchases 
of materials and parts than any other single price index published by the BLS.” 

A BLS publication of October 1955, Economic Sector Indexes, January 1947- 
July 1955, describes in some detail the various wholesale price indexes. The 
“Components” category is one subgroup within the sector “Intermediate ma- 
terials, components and supplies,” and the publication states that the com- 
ponents subgroup “includes products that are completely finished except for in- 
stallation or assembly and are not usually delivered to the final consumer with- 
out such installation or assembly.” It does not include materials or supplies. 

The publication does not list a “Components for durable-goods manufacturing” 
category, but it does contain an index series for “Components for manufacturing,” 
with figures identical with those given by Mr. Yntema when put on a 1948-equals- 
100 base. The items which go into this category, “Components for manufac- 
turing,” have a total weight in the wholesale price index of 4.54 percent. The 
items and their relative importances are given as follows: 


Percent of all commodities 


Components for manufacturing 


ee a er eee pen ae ge a 
I eS ee ie oe Ve es 
Hardware, not elsewhere classified 

Fabricated structural metal products__.............-_..-.-_______- 
Miscellaneous fabricated nonstructural metal products____________-_ 
Tractors for other than farm use 

eran eenur tamu nnnrney Qa ee tO A 
General-purpose machinery and equipment 

Internal-combustion engines, except for automotive and aircraft 


Hard-surface floor covering 01 
Nee eee ene eso ves clece ermal . 05 


We leave it to the judgment of the committee and its staff as to how repre- 
sentative the above list is of the aggregate purchases of an automobile manu- 
facturer. 


MANY OF THE LABOR COST FIGURES AND COMPARISONS SUBMITTED BY THE COMPANIES 
WERE EXAGGERATED, CONTRADICTORY, OR DISTORTED 


Mr. Yntema stated that his index of average hourly labor rates included 
wages, fringe benefits, and payroll taxes. In other words, presumably, they 
included such items as taxes for unemployment compensation and workmen’s 
compensation which could not, by any stretch of the imagination, be considered 
as part of a worker’s earnings or income. 

We must assume that the same method was employed in calculating the 
hourly-rate figure which Mr. Yntema quoted when he said (p. 1620): “In Janu- 
ary 1958, the earnings of Ford employees per hour worked, including fringe 
benefits, amounted to $3.17.” 
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We find this statement difficult to understand, even assuming that the figure 
includes many items which are not earnings at all. Mr. Curtice, in his appear- 
ance before the committee, testified that current wage rates at General Motors, 
including fringe benefits, were $2.87 per hour. He was clearly talking about 
current rates, because his exact statement (at p. 2536), made just 5 days before 
Mr. Yntema testified, was: ‘‘They today are $2.87 an hour.” 

We think this committee will agree that the Ford Motor Co. would not allow 
a condition to continue very long in which its wage and fringe benefit rates 
were 30 cents an hour higher than General Motors. Mr. Yntema would certainly 
have included a vigorous denunciation of any such differential in his testimony, 
as Mr. Romney did about American Motors’ alleged differential. 

The fact that such variations do not exist is indicated by a BLS study, Wages 
in the Motor Vehicle Industry, 1957, published in the Monthly Labor Review, 
November 1957. It states: 

“* * * ceneral wage-rate changes, as well as changes in supplementary bene- 
fits, have been, for practical purposes, uniform in recent years among the motor- 
vehicle producers.” 

Except for some special concessions made to American Motors and Stude- 
baker-Packard, thisistrue. Again, the study states: 

“In simple, automobile manufacture presents a measure of wage-rate uni- 
formity found in few other industries.” 

This was also borne out in the testimony of Mr. Curtice (p. 2537) : 

“Senator Witrey. Do you know how those wages [GM’s] compare with your 
competitors? 

“Mr. Curtice, I think they are just about the same.” 


Ford figure previously challenged 


Elsewhere in his testimony (p. 2670), Mr. Yntema said, with reference to the 
period from November 1956 to the end of the 1957 model year (apparently to 
about October 1957): “Our labor rates increased by 6.3 percent, or about 19 
cents per hour, during this period.” 

In our prepared statement for the committee, we referred to a similar claim 
by Mr. Benson Ford that, during the same period, as a result of automatic labor- 
cost increases that were built into automobile labor contracts in 1955 and prior 
years, Ford’s labor costs had increased 18.6 cents per hour. We challenged 
that figure at that time. We challenge it still. Mr. Yntema, like Mr. Ford, 
gives no indication as to how the figure was derived. 

A figure covering almost the same period of time is given in the company’s 1957 
annual report, which states: “Hourly employees received wage increases totaling 
slightly more than 12 cents per hour in 1957.” 

If, instead of calendar 1957, the period from October 1956 to October 1957 is 


taken, corresponding to the 1957 model year, the increase would be 14 cents per 
hour. 


Industry wage comparison distorted 


Mr. Yntema also made a comparison of hourly earnings in the automobile in- 
dustry with earnings in durable goods, nondurable goods, and all manufacturing 
which repays analysis. His exhibit 25 compared the increases in gross hourly 
earnings in these industrial groups since 1946. 

Mr. Yntema was very careful to give the figures only in cents per hour. If 
he had expressed them as percentage increases, even his own figures would 
have shown that gross hourly earnings in the automobile industry increased by a 
smaller percentage than in any of the comparison groups. The following table is 


taken from the data on Mr. Yntema’s chart, but with the percentages also cal- 
culated : 


| Average gross hourly 


earnings | Percent 
se oe _| inerease 

1946 | 1957 (ist 10. | 

| | months) 












































































































































































































Automobiles_- | $1. 34 


$2. 45 | 82.8 
All manufacturing -- 1.09 | 2. 06 | 89.0 
Durable goods_. | 1.16 | 2.19 | 88.8 
Nondurable goods- - -- 84.3 
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This, however, tells only half the story. Mr. Yntema waxed very indignant 
about comparisons using base periods which he felt were not properly chosen. 
In most of his long-term comparisons, he used 1948 as a base, although in one 
instance he even repudiated that when he found that the figures didn’t exactly 
suit his purpose. (See p. 2640.) For this one comparison, however, he has 
chosen 1946 as a base—and it just happens that, in 1946, average hours worked 
in the automobile industry were only 37.8 per week, compared with 40.4 hours in 
all manufacturing, 40.2 hours in durable goods, and 40.5 hours in nondurable 
goods. Since gross hourly earnings figures include overtime, the effect of this 
choice is apparent. In the auto industry, with short hours and little overtime, 
gross hourly earnings in 1946 were depressed relative to the other groups, and 
part of the increase since 1946 represents merely the return to normal hours. 

Mr. Yntema’s choice of distorted figures is particularly inexcusable in that a 
correction could very easily have been made. The Bureau of Labor Statistics 
some time ago published a table of adjustment factors for eliminating premium 
overtime payments from gross average hourly earnings. Through the use of 
this table, with gross hourly earnings and the number of hours worked per week 
given, straight-time hourly earnings can be readily calculated. 

Adjusting to eliminate overtime premiums produces the following table: 


‘ 


Average straight-time 
hourly earnings 
Bits eer Te eee OD Percent 








increase 
1946 1957 (ist 
months) 
NNN hous dn ce thitbbade P ain $1. 32 | $2. 39 81.1 
All manufacturing ---------- <a eR echt aie ; 1.05 2.00 90.5 
OS eee ee Seer oak a ot ae 1.12 2.13 90, 2 
Nondurable goods-.-._------ vdeb etek poised 98 | 1.83 86.7 


Mr. Yntema, in introducing his exhibit 25, said (p. 2710): “Mr. Reuther 
would be hard pressed to explain the favored position of his UAW employees 
except in terms of his monopoly power.” 

When Mr. Yntema’s own figures, on which that statement was based, are 
put on a comparable basis, however, it turns out that over the period in ques- 
tion automobile workers were able to increase their wages by 81.1 percent while 
the wages of all manufacturing workers increased by 90.5 percent. This is 
ample evidence to prove that Mr. Yntema’s charge that the UAW wields “monop- 
oly power” is sheer, unadulterated myth. 


Cost figure for UAW 1958 demands is false and unsupported 


One final reference made by Mr. Yntema to wage costs must be dealt with, and 
that is his entirely unsupported and unsupportable estimate of the cost of the 
UAW’s 1958 basic minimum economic demands. 

Mr. Yntema said (p. 2716): “On the basis of available information, our best 
estimate of the cost of these demands is from 35 to 45 cents per hour.” 

He produced not one shred of evidence to support that assertion—and not 
a shadow of an indication as to how the estimate was arrived at. The union 
presented the committee with a lengthy explanation of those demands, which 
of them would actually add to unit costs and which would not, and why they 
would not. Mr. Yntema made no such attempt to justify his figures. He sim- 
ply stated them as a company estimate, breathed not a word as to how they 
were made up, and left them dangling unsupported. 

Shortly afterward the union wrote the Ford Motor Co. the following letter, re- 
questing a breakdown of the company’s estimate : 

FEBRUARY 13, 1958. 
Mr. JoHN BuGAS, 
Vice President and Director, Industrial Relations, 
Ford Motor Co., Dearborn. Mich. 


Dear Mr. Bueas: In his testimony before the Senate Antitrust and Monopoly 
Subcommittee, Ford Vice President T. O. Yntema stated, without offering any 
supporting evidence, that the cost of our basic minimum economic demands is 
35 to 45 cents per hour. 

Since these demands will be the subject of negotiations between us in the 
near future, it would be well to clarify the facts without delay. 
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If Mr. Yntema did not simply pull figures out of the air to suit his propaganda 


purposes, we would appreciate your breaking down the overall estimate and 


giving us, item by item, the hourly cost you calculate for each and the facts, 
assumptions, and methods involved in each of your calculations. 
May we hear from you soon on this matter? 
Yours very truly, 
KEN BANNON, 
Director, National Ford Department, UAW. 


As this is written, over 5 weeks have elapsed since the date of that letter, and 
no reply has been received. 

This is just another example of misleading and self-serving assertions being 
substituted for solid factual information. 


Auto wages not the highest 


At this point we should like to correct a false impression which apparently 
is held by Senator Wiley at least, and was reinforced by Mr. Curtice in his testi- 
mony. At page 2499, where the situation in 1945 was being discussed, the follow- 
ing exchange is recorded: 

“Senator WILEY. * * * I want to make it clear that I think I sense the situa- 
tion as it existed back in 1945, but I want to ask a few questions about it. 

“First I understand that at that time, as now, the wages of the automobile men 
were probably the highest in the Nation and wage earners [sic] ; is that correct? 

“Mr. Curtice. I believe that is true; yes, sir.” 

As Mr. Curtice should have pointed out, Senator Wiley’s impression was quite 
incorrect, as regards both 1945 and the present time. Auto workers’ wages were 
not the highest in 1945, and they are far from the highest today. According to 
the Bureau of Labor Statistics figures for December 1957, they were exceeded 
by a number of industries, including iron mining, coal mining, crude oil and gas 
production, contract construction, and the manufacture of such products as flat 
glass, steel, aluminum, steam engines, machine-tool accessories, railroad equip- 
ment, malt liquors, synthetic rubber, soap and glycerin, refined petroleum, tires 
and tubes, and in various sectors of the printing and publishing industry, to name 
only a partial list. 

It may also be noted that while wage rates in some of the above industries 
exceeded those of auto workers in December 1945, auto workers at that time 
were nearer the top of the list. In the intervening 12 years they have been 
passed by workers in iron mining, steel mills, and in the manufacture of machine- 
tool accessories, malt liquors, and soap and glycerin, all of whom they exceeded 
in 1945, and tires and tubes, whose wage they equaled in 1945. 


American Motors labor costs 


Mr. Romney made the charge that American Motors had been required by the 
UAW to pay more in wages and fringe benefits than General Motors, Ford, or 
Chrysler. At page 2908 he is recorded as saying: 

“We are still paying higher wages than General Motors, Ford, and Chrysler in 
our automotive operations, and we are still paying higher fringe benefits, and 
they represent a very significant competitive disadvantage for American Motors.” 

Under questioning by Senator Carroll (p. 2916), he not only repeated that 
American Motors wages were higher than at General Motors, but added: ‘That 
is the situation on all of our people who have anything to do with the building of 
our automobile.” [Emphasis added.] 

What are the facts? 

The facts are that some American Motors wage rates are higher than those 
in the Big Three, but others are significantly lower. 

The attached table shows hourly base rates for representative jobs at Ameri- 
can Motors, Chrysler, General Motors, and Ford. 

Wage rates in Chrysler are uniform for comparable jobs throughout the Nation; 
in Ford they are practically uniform in all assembly plants. In the case of 
General Motors, rates for individual jobs vary within a relatively narrow 
range from one assembly plant to another, with the separate plants having rates 
for individual jobs in some cases higher and in others lower than comparable 
plants. We have chosen GM’s Chevrolet assembly plant in Flint for purposes 
of this comparison (except for three jobs not performed in this plant) because 
it is the largest, and therefore the most representative, of the plants assembling 
the GM car most nearly comparable in price to American Motors’ cars. In the 
majority of jobs covered by the table, there are other GM plants which pay 
higher rates than Chevrolet Flint rates used for purpose of this comparison. 
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The jobs listed in the table were selected purely on the basis of picking out 
representative and comparable classifications at different levels of skill and in 
different types of work. All the wage figures are without cost-of-living allow- 
ance, which is the same at all four companies. 

In the tool and die classifications, the minimum American Motors rate is lower 
than Chrysler in 5 out of the 5, lower than Ford in 3 of the 5 and lower than 
GM in 3 of the 4 listed; the maximum American Motors rate is lower than any 
of the others in all jobs. This may be offset to some degree, however, by the 
fact that at American Motors (in tool and die classifications only) wage in- 
creases are automatic until the top rate is reached. 

In 7 maintenance jobs, American Motors minimum and maximum rates are 
lower than Chrysler or General Motors in 6 out of 7, and the American Motors 
minimum is lower than Ford in 5 out of 7 jobs, and the maximum lower than 
Ford in all 7. 


Hourly base rates, representative jobs—American Motors, Chrysler, General 
Motors, Ford, March 1958 





American Chrysler? | General Mo- Ford § 
Motors 2 tors * 
Tool and die: | | 
Diemaker 2. 48-2. 75 2.64-2.84 | 2.64-2.84 2.61 -2. 825 
Lathe 2. 38-2. 43 2. 52-2. 72 | 2. 52-2. 72 2. 505-2. 715 
Welder__- 2. 43-2. 61 a -2.78 | 2. 58-2. 78 2.61 —2. 825 
Shaper ‘ 2. 48-2. 58 2. 2.72 2. 47-2. 67 2. 455-2. 665 
Tool hardener-- 2. 54-2. 69 2. 2.78 | (6) 2. 505-2. 715 
Maintenance: 
Tinsmith_-.-~_- 2. 38-2. 58 2. 41-2. 61 2. 40-2. 61 2. 405-2, 65 
Millwright. 2. 38-2. 58 2. 41-2. 61 2. 40-2. 61 2. 405-2. 665 
Pipefitter___ 2. 38-2. 58 2. 41-2. 61 2. 40-2. 61 2. 405-2. 665 
Carpenter. 2. 38-2. 58 2. 41-2. 61 2. 40-2. 61 2. 355-2. Al 
Electrician 2. 38-2. 58 2. 47-2. 67 | 2, 46-2. 67 2. 455-2. 715 
Painter. _- 2. 38-2. 58 2. 36-2. 56 | 2. 35-2. 56 2. 355-2. 61 
Welder__- 2. 41-2. 63 2.52-2.72 |  2.46-2.67 2. 455-2. 715 
Nonskilled nonproduction: 
Janitor or sweeper 1, 90 1. 90 1. 87 1. 825-1. 925 
Trucker, power, gas, electric 2. 00 2.00 | 2.07 2. 125 
Car loader 2.13 2.05 | 2h 2. 025-2. 125 
Stock chaser 2. 00 2.10 | 2. 07 2. 025-2. 125 
Crib attendant. 2. 00 2.05 | 2. 12 1. 975-2. 075 
Production: | 
72. 72.05 2.12 7 2. 07! 
Assembly { 82. + 82.10 , 89 > 
Boring- 2. 20 2.15 *2. 12 2. 125-2. 175 
Drill, light 2.15 2.10 | *2.12 2. 125 
Automatic screw machine 2. 23 2.30 | *2.12 2. 175-2. 275 
Welder, arc, acetylene _- 2. 25 2. 25 2. 22 2. 225 


1 Rates do not include cost-of-living allowance—currently 22 cents per hour. Where spread rates are 
shown, progression is as follows: At American Motors, tool and die automatic to the top of the spread; at 
Chrysler, automatic to the midpoint of the spread. on merit thereafter; at Ford and General Motors and at 
American Motors maintenance, on merit throughout. 

2 Allrates are for the Kenosha plant except those for tool and die classifications which are for the Milwaukee 
plant, since UAW does not represent tool and die workers in Kenosha. 

3 National rates. 

4 Chevrolet assembly plant, Flint, except that classifications not found in the assembly plant are from 
Chevrolet manufacturing plant, Flint, and are marked with an asterisk. 

5’ River Rouge. 

6 Classification not listed. 

7 Minor. 

§ Major. 


Out of 5 nonskilled nonproduction jobs, a janitor gets the same at American 
Motors as a Chrysler, 3 cents more than at General Motors, and is below the 
top of the range paid at Ford. An American Motors trucker gets the same as 
at Chrysler, 7 cents less than at General Motors, and 12% cents less than at 
Ford. A carloader is paid more at American Motors by a range of one-half 
cent to 10% cents. A stock chaser is paid less at American Motors by a range 
of 2% to 12% cents. A crib attendant is paid 5 cents less than at Chrysler, 
12 cents less than at GM, and falls in the lower half of the range paid at Ford. 

On production jobs, a minor assembler is paid more at American Motors than 
at Chrysler or Ford, but less than at GM. A major assembler is paid more at 
American Motors than at any of the Big Three, and so also is a boring machine 
operator and a light-drill operator. An automatic screw machine operator is 
paid less than at Chrysler, more than at GM, and is about at the middle of 
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the range paid at Ford. An acetylene arc welder is paid the same as at Chry- 
sler, and more than at Ford or GM. 

Thus it is apparent that there is no fixed pattern. It is conceivable, of course, 
that the average rate in American Motors is higher, but it cannot be a great 
deal higher, and Mr. Romney submitted no evidence to support his assertion. 
In fact, immediately after Mr. Romney made his statement the union requested 
the company to supply data as to average straight-time hourly earnings in 
American Motors automotive plants, and so far the information has not been 

iven us. 

. As to fringe benefits, the benefits received by employees at American Motors 
are substantially the same as at the Big Three. It is true that pension costs 
may be higher at American Motors, because the work force is on the average 
older, and this tends to increase pension costs. This is in part offset by the 
fact that disability payments under the pension plan at American Motors are 
only $3 a month per year of service as compared with $4.50 at the Big Three. In 
any case, we doubt that Mr. Romney would seriously argue that employees 
of American Motors who have given many years of service to the company are 
not entitled to the same retirement security as the employees of the Big Three. 


Romney’s testimony misleading 


The differences in labor costs, if any, between American Motors and its com- 
petitors are matters that can be thrashed out at the collective-bargaining table, 
and as Mr. Romney admitted, the union has already cooperated in this direction. 
In one respect, however, Mr. Romney’s testimony was inexcusably misleading. 
He gave the impression that the differentials of which he complained were the 
result of overwhelming pressure imposed by that huge monster, the international 
union. 

The facts are that all these differentials were placed in American Motors 
eontracts as a result of bargaining with local unions, not the international. 
We did not have a master contract with American Motors until 1955, and Mr. 
Romney admits that in 1955, when the international union played a major role 
in the negotiations, the American Motors workers accepted something less than 
the auto industry pattern—in fact, it was substantially less (see pp. 2908-2909 
of the transcript). Mr. Romney suggests that the source of his complaints 
would be removed if each employer were required only to bargain with a union 
representing his own employees. But the contract provisions of which he 
complains were in fact negotiated by him or his predecessors with local unions 
representing only the employees in each plant. According to his own testimony, 
it is only since he began bargaining with the international union that some of 
his complaints have been remedied. 


Wants company unions 


Mr. Romney’s proposal for the breaking up of unions is no solution at all for 
any of the problems in present-day labor-management relations. What he is 
asking for is simply a restoration of the days of company unionism. In the over- 
whelming majority of cases, this would make the union just as ineffective in 
collective bargaining as company unions have generally been. It would enable 
each employer to pit his employees against their fellow workers in other com- 
panies, in a competitive struggle which could only result in driving down their 
standards of living. 

Ever since the case of the Commonwealth of Massachusetts v. Hunt in 1842 the 
public policy of the United States has been that labor is not a commodity to 
be bought and sold in a competitive open market like other commodities. Public 
policy which recognizes—however inadequately sometimes in practice—that com- 
petition in the sale of commodities is desirable, also recognizes that combination, 
through trade union action, for the purpose of bargaining collectively the terms 
of labor-management agreements is also a desirable and essential feature of our 
free way of life. We would refer the committee again to our original statement 
in which we cited the cogent questions raised by Mr. Nathan P. Feinsinger, 
former Chairman of the Wage Stabilization Board, addressed to a similar 
proposal by Mr. Yntema. 

Like many other management representatives, Mr. Romney vastly exaggerates 
the economic power of unions. It is true that the union provides a means by 
which workers can give moral and financial support to their fellow workers in a 
Strike situation. But, as I pointed out in my earlier statement, it is the workers in 
the bargaining unit affected who have to decide by democratic vote whether or 
not they will face the heavy sacrifices of going on strike, and those sacrifices are 
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heavy, indeed. The assistance that even a big union can give is strictly 
limited, because, of course, the bigger the union is, the more members it has 
who may require assistance. 


Fragmentation would create chaos 


The fragmentation of unions which Mr. Romney proposes would lead to indus- 
trial chaos and would, in fact, increase the risks for smaller employers. In 
dealing with a powerful corporation like General Motors or Ford, a union repre 
senting only the company’s own employees would be greatly weakened. What is 
even more important, from the point of view of employers in Mr. Romney’s posi- 
tion, single-company unions facing immensely powerful corporations like General 
Motors and Ford would be much more weakened in relation to the strength of 
their employers than would be unions representing the employees of smaller em- 
ployers, such as American Motors. A union of American Motors workers would 
be in a much stronger position to drive a hard bargain with Mr. Romney than 
a union of General Motors workers would be to drive the same bargain with 
Mr. Curtice. 

Add to that that both employers would be bargaining, quite independently, 
with groups only of their own employees whose concern with industrywide con- 
ditions and the competitive situation would be necessarily limite 't is quite 
possible that in such a situation an agreement might be negotiated with the 
smaller employer, which, while justifiable in terms of local needs, seriously 
increased his competitive disadvantage, and which would not have been negoti- 
ated in the same form if the union representatives had been in a position to 
concern themselves with the situation of the whole industry. 

Mr. Romney’s own testimony makes it clear that he was able to gain more 
satisfactory consideration of American Motors’ special problems in the bargain- 
ing with the international than when bargaining on a local basis. If his pro- 
posal had been in effect, such bargaining would have been impossible, and he 
might well have failed to get the relief he was given. 


THE QUICK RESPONSE OF MANUFACTURERS TO AN AUTO EXCISE TAX CUT PROPOSAL 
BELIES THEIR CLAIM THAT PRICE CUTS WOULD NOT SUBSTANTIALLY INCREASE 
SALES 


Both prior to and at the hearings the company representatives either declared 
or implied that a cut in car prices would not substantially increase sales, and 
indicated that this was one of their reasons for rejecting the union’s earlier 
proposal for a $100 price cut. 

Mr. Colbert cited Chrysler’s experience in 1953, when the new small models 
were not selling, and the company reduced prices drastically. He said (p. 
2775) : 

“We put out a statement after we got all our advertising and had done every- 
thing we could to try to impress the American public they needed a smaller car, 
we cannot get that over, then we reduced the price, and we announced we were 
reducing the price to increase volume and we reduced those prices on our whole 
line of automobiles in 1953 as I recall it from the lowest reduction was about 
$15 an automobile up to the highest $250 an automobile, we put a whacking cut 
in those prices and the overall average was around $75 to a $100 per car, what 
did that do to our volume—absolutely nothing. 

“It did not increase our percentage of the industry. We learned quite 
a lesson there, Senator, about the effect of reducing prices a hundred dollars 
whether it would give you more volume.” 

Mr. Colbert’s argument, unfortunately for him, was destroyed when question- 
ing brought out the fact that even after the price cut his company’s prices were 
higher than those being charged by GM and Ford for larger cars. 

Mr. Yntema, from the height of his superior technical knowledge, poured 
scorn on Mr. Carl Fribley’s estimate that even just holding the price line might 
have made a difference of a million in unit sales for 1957. He even disputed the 
contention of the committee’s staff, based on the studies of other economists, 
that the price increase on 1958 models, given certain expected changes in popu- 
lation and income, would cause a drop of 500,000 in sales. 

It is now clear, however, that price is becoming an increasingly important 
factor in sales—as witness the fact that in the low-price makes (Chevrolet, 
Ford, and Plymouth) production of the least expensive models has jumped from 
10.7 percent in February 1957 to 23.6 percent in February 1958. Ward’s Auto- 
motive Reports for March 24, 1958, reports that what they call the low-price 
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three are producing an increased proportion of their lowest priced models, while 
reducing the proportion of their most expensive models from 47.7 percent of the 
total in February 1957, to 36.5 percent in February 1958. The publication 
contains the following table: 


Low-price field production trends—Ford, Chevrolet, Plymouth * 



















































1958 1957 
January February | January February 

et Pe } 
NII TRONGT «8 oaks soda deren desea percent __ | 
ER WN ag 5 aca ukinsmeghseea>peaaeae G0..-5. 20.3 23.6 | 10.3 10.7 | 
Ford Custom 300.........-...-----. See ee do___- } 
GeeVEOIes MORYND. .- 25-5 nee nnennnde ae i 
IO sie iwc ttdet he iecaadendaectuckins do___. 22.9 23.5 27.1 25.2 : 
IND IL wicwuntsa sour ciiesahtet est cane do_..- 
I ne en haa eenebnaieet au! ; 
Pe MND soa ak Kavoonssmheenayeesees Geunss 39.6 36.5 | 48.6 47.7 j 
DUE PRIMO OR Uno. wenn sie Ss os cedkcabasasded do.___. i 
Total station wagon output_.............-..----- ae 17.2 16.4 14.0 16.4 } 
I iin. aba eunnemnnieaiusadtineenn 308, 642 | 247, 770 367, 820 323, 749 ' 



































1 As percent of combined low-price 3 production, 





Ward's comments: “The low-price field production-sales pattern in this period j 
of national business recession, then, is quite clear cut.” i 

Further confirmation is to be found in the preliminary findings of the 1958 j 
survey of consumer finances (Federal Reserve Bulletin, March 1958) which 
reported that the number of persons (spending units) planning to buy a new 
car had dropped from 8.5 percent in 1957 to 6.6 percent in 1958, while the number i 
planning to buy a used car had increased from 8.4 percent to 10.5 percent. This 
would mean a drop of slightly more than a million potential new-car buyers i 
and a corresponding increase in potential used-car buyers who are not prepared i 
to pay 1958 new car prices. 

It is clear also from the companies’ response to a proposed cut in the excise 
tax on automobiles that the industry is prepared to admit that a cut in prices 
would substantially increase sales—provided the cut is paid for by the United 
States Treasury and not by the manufacturers. 

When it was suggested on March 11, 1958, by Senator Douglas, that the 
excise tax on automobiles should be reduced, the industry responded enthusias- 
tically. The proposal was endorsed by the Automobile Manufacturers Associa- 
tion and by the individual manufacturers, all of whom promised that they would 
pass any tax savings on to the dealers and would urge the dealers to pass them 
on to the public. 

We in the UAW have long urged that the automobile excise tax be removed. 
We do not criticize the auto companies for joining us in that demand. We do 
criticize their hypocrisy in pretending that a price cut stemming from a tax 
reduction would have a different effect on sales than a price cut initiated by 
themselves. 








THE SOLE EFFORT MADE TO BREAK DOWN THE UNION’S DATA DOES NOT STAND 
UP UNDER ANALYSIS 

















The only attempt at critical analysis of data presented by the UAW to the 
committee was that of Mr. Romney, who had a 15-page memorandum criticizing 
5 of the UAW’s 17 major points. 

Some of the criticisms are on minor technical details which would not sub- 
stantially affect the results even if they were valid. For example, Mr. Romney’s 
memorandum criticizes the figures for straight-time hourly earnings in constant 
dollars, 1987-56, as presented in UAW table 12, because the 1937 figures were not 
deflated to remove the effects of overtime premiums. The fact is, however, that 
the Fair Labor Standards Act did not come into effect until late in 1938, so that 
payment of overtime premiums was not compulsory. When the act did come 
into effect, it provided as a first step, that overtime pay would be required only 
after 44 hours per week. A resolution of the UAW international executive board, 
as late as November 12, 1936, set out payment of overtime premiums as one of 
the goals to be achieved by the union, clearly indicating that such premiums 
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were far from universal. Some 19837 UAW agreements provided for overtime 
premiums ; some did not. 

In short, we did not deflate the 1937 wage figure to eliminate overtime premiums 
because it was not until late in the following year that overtime premiums became 
universally payable in industries covered by the law and then not until after 
44 hours per week. The BLS formula is based on the assumption that a premium 
is always paid for overtime after 40 hours. 

Mr. Romney also claims that our figures for real private product per man- 
hour are incorrect. These figures were computed from data in the BLS publi- 
eation Postwar Productivity G‘owth in the United States. Mr. Romney’s memo- 
randum contains the note: “From the original sources (p. 21), these indexes 
are * * *” and proceeds to list figures which are fractionally different from 
those in our table (the difference is about four-tenths of 1 percent). The differ- 
ence is due to the fact that Mr. Romney’s statistician used index figures on the 
base 1949=100, which appear as referred to by him on page 21 of the bulletin, and 
from them he constructed a new index on the base 19837100. The union used 
the absolute figures, which appear on page 17 of the publication, and from which 
the index on page 21 was derived. Instead of using an intermediate index, we 
used the original figures and from them constructed directly an index on the 
base 1937=100. 

In other words, Mr. Romney’s statistician took figures which had already been 
operated on, with some inevitable rounding off in consequence, and did a second 
operation, involving further rounding off. The union’s method eliminated one 
of these operations. The difference is minimal, but it is obvious that the fewer 
operations are performed the less will be lost in accuracy as a result of round- 
ing cff. 

These criticisms by Mr. Romney are pure flyspecking and would not be of any 
substantial importance even if they could be supported. 

Of much more importance in principle, however, is Mr. Romney’s contention 
that workers are not entitled to any of the gains in productivity made in the 
economy between 1941 and 1946. His memorandum states (p. 3804) : 

“Here we come to a basic fallacy of the UAW’s comparison of automotive 
wages and productivity beginning in 1937. From the table it can be seen that 
real earnings were practically unchanged between 1941 and 1946 while national 
productivity increased by an unspecified amount. During this period (World 
War II) straight-time wage rates were controlled by the United States Govern- 
ment. The National War Labor Board adopted the general principle of limiting 
the increase in straight-time earnings to the increase in the cost of living. The 
impact of this principle was to take the January 1941 real wage as the general 
level to be maintained.’ There was no provision for an increase in real earnings 
during the war years. 

“The UAW’s table is really directed to a criticism of the policies of the National 
War Labor Board, a tripartite agency to which the AFL-CIO named members.” 

This is sheer nonsense. The UAW would be entirely justified in criticizing 
the National War Labor Board, which perpetrated an injustice on American 
workers which could be excused, if at all, only on the grounds of a wartime 
emergency. But it would be futile to try to rewrite history. The UAW’s criti- 
cism today is directed to employers in the auto industry who seek to use the 
actions of the NWLB as an excuse for perpetuating the injustice for all time to 
come for their own advantage. 

In wartime there can be no question but that improvements in living standards 
must be subordinated to the needs of the war effort. The diversion of economic 
resources to military purposes creates inflationary pressures that must be sup- 
pressed. In our judgment, it would have been sounder and fairer to deal with 
such pressures in World War II by draining off excess consumer purchasing 
power through stiff but equitable taxation rather than by distorting the income 
distribution to the disadvantage of wage earners through a wage freeze. But, 
given the fact of a wage freeze, there can be no excuse for continuing wartime 
inequities and income distortions after the war emergency has ended. 

Data in table 12 of our original presentation to this committee—data which 
Mr. Romney has not questioned—show very clearly that auto workers’ real wages 
were held during and immediately after the war at levels that were far out- 
distanced by increases in national productivity. In fact, real straight-time 
hourly earnings of auto workers in 1947 were 1.6 percent lower than in 1940, 
while the amount of goods and services produced per man-hour worked in the 
whole economy, according to Mr. Romney’s own figures, was 18.4 percent higher. 
Regardless of wartime policy, the war was well over by 1947, and auto workers 
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should have been compensated for the fact that in 1947 a man-hour of work was 
worth at least 18 percent more in terms of real product than it was in 1940. 
Failure to so compensate them represented an unjustifiable distortion of income 
distribution which it would be quite improper to perpetuate. 

In essence, Mr. Romney’s case on this point boils down to an argument that 
American workers should be rewarded for their wartime acceptance of a wage 
freeze and their wartime adherence to a voluntarily given no-strike pledge by 
being forever thereafter condemned, for the benefit of their employers, to a 
sharply diminished share of the fruits of their labors. It would be a sorry day 
for this country if American workers ever came to feel that they would be repaid 
for voluntary sacrifice in the national interest in accordance with Mr. Romney’s 
notions of how such sacrifice should be rewarded. 


Wage and materials costs versus auto prices 


Mr. Romney criticized several aspects of UAW table No. 18, comparing changes 
in unit wage costs and materials costs with price changes in the auto industry. 
Mr. Romney objects to the use of straight-time hourly earnings as a basis for 
measuring wage costs. But scheduling of overtime, which involves premium 
payments, is completely within the discretion of the employer. He presumably 
does not schedule it unless he is going to make an additional profit on the units 
produced in overtime, even after the payment of overtime premium. Therefore, 
payment of overtime would provide no justification for increasing prices, and 
should not be taken into account in comparisons between costs and prices. 

In any case, this is another example of Mr. Romney’s efforts to make mountains 
out of molehills. If gross earnings were used instead of straight-time earnings, 
it would make a difference of less than 0.2 percent in the index of wage and 
material costs. 

Mr. Romney objects to the noninclusion of fringe benefit costs in the table. 
They were omitted simply because of the great difficulty of calculating fringe- 
benefit costs for each individual year. The table very clearly shows that it covers 
only wages as such and the fringe-benefit costs as of 1956 were, as he admits, 
taken into account in the text of the UAW statement. There was no attempt to 
misrepresent the facts. 

Mr. Romney suggests that output per man-hour for nonagricultural industries 
be used as a measure of productivity for the auto industry, rather than out- 
put per man-hour of the total economy. As we show elsewhere in this state- 
ment, however, Mr. Yntema’s data for the Ford Motor Co. indicate that produc- 
tivity in his company has been at a much higher figure than for the whole 
economy, and by so much the more greater than for nonagricultural industries. 
We have no reason to believe that productivity increases at Ford Motor Co. 
differ significantly from those for the entire auto industry. It is noteworthy 
that the auto companies have accepted a figure for long-term productivity in- 
crease in the total economy as being satisfactory to them for the purpose of 
determining wage increases. 

Once you depart from that principle, the only logical end is to base auto 
yage increase on productivity gains in the auto industry which, contrary to 
management statements, can be measured with a reasonable degree of accuracy 
if they will make the necessary data available to the Bureau of Labor Statisties. 
Or, if Mr. Romney prefers, wage increases might be based on the average annual 
increase in productivity of production workers in manufacturing. According to 
testimony given by Mr. Ewan Clague, Commissioner of Labor Statistics, before 
the Joint Economic Committee on January 28, 1958, this averaged about 3.9 
percent a year from 1947 to 1956 when computed on the basis of man-hours 
paid. If computed on the basis of man-hours worked it would be even higher. 
Mr. Clague pointed out that it was about three-fourths of 1 percent higher than 
that for all persons employed, because of the greater increase in employment 
of nonproduction workers. If Mr. Romney thinks that a greater than average 
increase in productivity in agriculture should not be refiected in industrial 
workers’ wages, then it follows that if the productivity of production workers 
in manufacturing increased faster than that of all employes, as Mr. Clague 
Says it did, production workers’ wages should reflect that greater-than-average 
increase. 

We are prepared, however, to base our gains on the rate of productivity 
increase in the whole economy, provided consumers get their share of the auto 
industry’s additional increase. We are not prepared to accept whatever meas- 
ure at the moment happens ot give us the least. 
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Mr. Romney objects, as did Mr. Yntema, to the UAW’s use of the Bureau of 
Labor Statistics nonfarm, nonfood wholesale price index as a measure of changes 
in materials costs, although they are not agreed as to the index they do prefer. 
None of the indexes is entirely satisfactory. Precise data could have been 
furnished by the automobile companies, but they refused it. Our choice of an 
index was influenced by the fact that, as we said in our previous statement, 
the nonfarm, nonfood index has been recognized by United States Steel Co. as 
an indicator of its materials costs, and has for many years been used by the 
International Harvester Co. 

Mr. Romney’s major error—if it was an error—is in his own table on page 
3806, claiming to present a more accurate appraisal of cost and price trends. 
As a measure of labor cost change, Mr. Romney shows a figure for percentage 
increase in the cost of 1 hour of labor, excluding overtime but including fringe 
benefits, with no allowance whatever for productivity increase. The cost of 
1 hour of labor is a meaningless figure, as a cost item, unless you take into 
pon also the increase in the amount of goods produced with that hour 
of labor. 

It is particularly interesting that, in the same table, Mr. Romney carefully 
footnotes his “cost of materials” figure to emphasize that it is “without adjust- 
ing for increased material content per vehicle.” There is no corresponding foot- 
note to warn the reader that the “cost of 1 hour of labor” on the immediately 
preceding line of the table is “without adjusting for increased output per hour.” 


Base year for comparing profits 


Mr. Romney, like Mr. Yntema, objects to the use of 1947, or even 1948, as a 
base year from which to compare the growth of Big Three profits with those of 
other industries, on the ground that postwar conversion and material shortages 
inhibited production. Industry data show that by 1947 the auto industry was 
back to prewar production levels—indeed, 1947 was the industry’s fourth best 
year to that time in number of units produced. The 1947 figure of 4,793,000 
ears and trucks was exceeded only by 1929 with 5,358,000, by 1937 with 4,808,000, 
and by 1941 with 4,839,000. Car and truck production in 1948 was 5,280,000, a 
bigger year than any up to that time except 1929. We did recognize in our 
prepared statement that Ford claimed 1947 was not a good year in its case, and 
in consequence we made many comparisons on a 1948 base as well, but for the 
industry as a whole 1947 was obviously the year in which production got back 
to prewar levels. Part of our criticism of the Big Three is that profits resulting 
from the great postwar expansion of the economy were not fairly shared with 
consumers and workers, and a year comparable to prewar is therefore a proper 
starting point. 

Moreover, it should not be overlooked that the aggregate profits after taxes of 
the Big Three in 1947 were 17.3 percent of their combined net worth, a rate 
higher than the average for all manufacturing corporations in any year of the 
postwar period. 


AMA president attacks AMA figures 


Mr. Romney strongly attacked UAW table No. 25, comparing various auto 
industry production, employment, and wage data for 1947 and 1957. This seems 
rather strange, in view of the fact that UAW table No. 25 is simply a repro- 
duction, with a few percentage calculations added, of data from a table pub- 
lished by the Automobile Manufacturers Association, of which Mr. Romney is 
president. 

Mr. Romney claims that 1947 and 1957 are not comparable years. But those 
years were chosen for comparison in this table by the AMA, not the UAW. 

Mr. Romney made much of the UAW “admission” that some of the data were 
not strictly comparable, but was careful to quote only half the sentence. What 
we said on that subject was: 

“The data for production on the one hand and employment and payrolls on 
the other hand are probably not exactly comparable in their coverage, but since 
the Automobile Manufacturers Association regularly puts them out together 
it must consider them reasonably comparable.” [Emphasis added.] 

Mr. Romney conveniently neglected to quote the italicized part of the sen- 
tence. His only real complaint is that the story the AMA wanted to tell the 
public when it published the figures used in UAW table No. 25 is not the 
same as the story Mr. Romney and the Big Three wanted to tell this committee. 
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THE COMPANIES EVADED THE ISSUE OF THEIR RESISTANCE TO PUBLICATION OF AND 


THEIR REFUSAL TO SUPPLY DATA FOR COMPUTATION OF AUTO INDUSTRY PRODUCTIV- 
ITY INCREASES 


Mr. Curtice and Mr. Yntema both sidestepped the issue of the corporation’s 
efforts to block publication of an index of productivity for the auto industry 
and their failure to cooperate with the Bureau of Labor Statistics in providing 
data from which BLS could compute an index of productivity changes in the 
industry. When Mr. Curtice testified, for example, the following exchange took 
place (p. 2587): 

“Senator KEFAUVER. It was stated here by Mr. Reuther on page 47 of his 
statement, that highly significant is the fact that the auto industry for years 
has been resisting publication by the Bureau of Labor Statistics of productivity 
indexes in motor vehicles comparable to the indexes the Bureau has published 
for steel and other industries. Is that correct? 

“Mr. Curtice. To my knowledge we have had no direct requests from BLS for 
such information. 

“Senator DIRKSEN. Well, do you furnish it or would you furnish it? 

“Mr. CurrTice. I do not think that I could furnish it because I cannot get it 
for myself. 

“Senator DirKSEN. I mean, steel and other industries furnish it. 

“Mr. Curtice. In a product that is unchanging it is possible to identify it but 
our products change so materially each year that it is difficult, if not impossible, 
to get reliable figures on it. 

“Senator Kerauver. I have seen a list at one time of the companies that do 
furnish it, and some of them are very complex, such as yours.” 

Mr. Curtice sidestepped the whole issue by ignoring the pressure put on BLS 
by the auto industry against publication of figures BLS could compute from 
available data, and by implying that what was required was a productivity 
figure to be supplied by General Motors to BLS. What is actually desired, of 
course, is the data from which BLS could’more precisely compute rates of pro- 
ductivity change in the industry. 

Mr. Yntema in his testimony made much the same statement: That Ford 
Motor Co. did not report its productivity changes to BLS because it did not 
know what they were. 

This kind of doubletalk does not alter the basic issue raised by the UAW: 
That the big auto companies have resisted the publication of productivity in- 
dexes for their industry and have failed to cooperate with BLS in providing 
the data required to improve the precision of its computations. 


THE UNION’S REBATE PROPOSAL WOULD REDUCE GOVERNMENT REVENUES MUCH LESS 
PER DOLLAR OF EXTRA BUYING POWER DISTRIBUTED THAN THE TAX CUTS PROPOSED 
BY COMPANY REPRESENTATIVES 


Some concern was expressed, particularly by Senator Wiley, over the effect 
on Government tax revenues of the union’s proposal for profit sharing with 
employees and consumers. As I pointed out during the hearings, it would not 
be very sound public policy to distribute the Nation’s income on the basis of in- 
creasing the income of those who pay the most taxes, just because Government 
revenues would gain thereby. 

In any case, this is an area in which it would be an error to rely on the cal- 
culation of first effects only. It is true that, under the proposal, corporate 
income on which the Government would otherwise collect a tax of about 52 
percent will be diverted in part to employees at a lower tax rate and in part 
as a tax-free rebate to consumers. That objection could be used as an argument 
against any wage increase or any price cut. But the money does not stop there. 
It is spent, and in being spent becomes taxable income for others. Their in- 
creased incomes, in turn, will result in more spending, and further increases 
in taxable income. In short, the diversion of these excess profits into the 
pockets of workers and consumers means that they are injected into the main- 
stream of purchasing power where they contribute to economic growth; and 
it is out of such economic growth, in the last analysis, that increases in Govern- 
ment revenue most easily come. 
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Cheaper than tax cut 


It is significant in this connection that two of the industry witnesses, Mr. 
Curtice and Mr. Yntema, strongly urged a cut in Federal taxation as a solution 
to the present recession. Mr. Curtice urged a reduction in both personal income 
taxes and corporation taxes. Mr. Yntema, more realistically, realized that to 
get the most effective results with the least loss of revenue it is desirable to 
cut only personal income taxes on middel and lowe incomes. He said (p. 2753) : 

“Don’t just reduce taxes but have a moratorium on the collection of personal- 
income taxes or on a part of them, if you do not want to do it in the higher 
brackets, and the depression will vanish like the mist under the sun.” [Empha- 
sis added.] 

The argument for a tax cut is that it will leave more income in the hands of 
those who will spend it. The argument for the profit-sharing proposal is that 
it will put more income into the hands of those who will spend it. In either 
case, any immediate loss of tax revenue will be compensated for by the restora- 
tion of greater prosperity, and enlargement of the income base from which any 
tax system draws its revenues. 

There is this important difference, however. A tax cut means a direct loss in 
tax revenue equal to 100 percent of the increased income made available for 
spending. 

The profit-sharing proposal means a loss in tax revenue less than half as great 
as the increased income made available for spending (based on corporation 
tax lost, less income tax gained from workers’ share of profits). 

The profit-sharing proposal will provide the same kind of economic im- 
petus through increased purchasing power as a tax cut, but at a cost to Govern- 
ment revenues less than half as great for each dollar added to consumer pur- 
chasing power. 

CONCLUSION 


We have not attempted to cover every point at which we differ from the 
spokesmen for the auto corporations either on points of fact or of interpre- 
tation or opinion. We have endeavored to cover the major points; to deal with 
the few instances in which the facts are in dispute; and to analyze enough of 
the corporation testimony to reveal its evasive, insubstantial, contradictory, and 
generally unreliable character. It should not be assumed that our failure to 
challenge any particular statement necessarily indicates agreement or acceptance. 

We believe that the evidence presented to the committee, taken as a whole, 
points convincingly to the conclusion that the auto corporations have abused 
their power to administer prices and have fixed them at levels substantially 
higher than they would have reached on the basis of price competition. 

We believe the evidence shows clearly and convincingly that excessive prices 
charged by the industry have reduced sales and output, thus depriving the Na- 
tion of wealth that could and should have been created and the industry’s work- 
ers of jobs and paychecks that they could and should have had. The current 
campaign of the auto corporations and their association to reduce or eliminate 
the excise tax on cars is in itself conclusive evidence on the question of whether 
or not lower prices would significantly increase sales, production, and employ- 
ment. 

On the crucial question of the relationship between wage increases and 
price increases in the auto industry, the evidence presented by the union 
stands unchallenged except for Mr. Romney’s feeble and futile attempts to dis- 
credit it. Mr. Yntema’s efforts to pin the blame for his company’s price in- 
creases upon its workers collapses completely in the face of his own figures, 
and others published by his own company, which upon examination show that 
productivity advances between 1948 and 1955 paid not only for productivity 
(“improvement factor”) wage increases, but also for fringe gains and cost- 
of-living wage adjustments for wage and salaried workers combined. Mr. 
OCurtice’s assertions concerning the role of wages were supported only by 
synthetic figures purporting to reflect in costs of a mythical “composite” car. 
But the sole props under his assertions are destroyed by the internal incon- 
sistencies in his figures and between his figures and the claims he made con- 
cerning his nonexistent car. 

Most revealing of all, however, was the flat refusal of the corporations to 
produce the only kind of evidence that could settle conclusively the question of 
whether wage increases were in fact responsible for their price increases—the 
evidence that appears in their own books and is available nowhere else. Here: 
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we have the strange situation of the accuser rather than the accused resorting 
to the corportae equivalent of the fifth amendment. 

Moreover, the record will reveal that except for Mr. Yntema’s argument which 
is easily met, no reasoned objection was raised to the proposal we made to 
remedy the morally and economically indefensible situation revealed by these 
hearings. We believe the machinery we propose—public hearings before price 
increases in certain limited situations and the creation of an Office of Con- 
sumers’ Counsel—would provide the substitute needed in the automotive and 
certain other industries to make up for the absence of competition as a restrain- 
ing influence on corporate price decisions. We believe such machinery would be 
effective because it would insure that future price increases, or wage increases 
that might affect prices, could take place only in the full light of day, after all 
the economic facts had been made publicly known. 

We wish to commend the committee for having undertaken these hearings on a 
subject which we feel is of extreme importance to the future of the American 
economy. We hope that the issue will be pursued still futher, and that all the 
relevant facts will be dug out. We do not accept at face value the claims of man- 
agement representatives that the information they refused to produce was 
genuinely “confidential,” or that its publication would harm the companies. 
But, regardless of the validity of their claim, the information which has been so 
far refused is essential to the formation of an informed and constructive policy 
to prevent continued price inflation. 

We wish to thank the members of the committee for the opportunity to make 


a contribution to this investigation, and to assure you of our full cooperation if 
it should be requested at any time. 





MANUFACTURER AND UAW COMMENTS ON EXCISE TAX PROPOSAL 


GENERAL Morors Corp., 
Detroit, May 13, 1958. 
Hon. Estes KEFAUVER, 
Chairman, United States Senate Committee on the Judiciary, Subcom- 
mittee on Antitrust and Monopoly, Washington, D. C. 

My Dear SENATOR Kerauver: We have your letter of May 6, 1958, requesting 
our comments on your proposed bill and Senator Douglas’ proposal, both relating 
to reductions in the excise tax on automobiles. 

I have long been of the opinion that the excise tax on automobiles, however 
justified as a war or national defense emergency measure, has outlived its 
usefulness. 

Twice the excise tax was increased to obtain greater revenues and to reduce 
the demand for automobiles during periods when materials and revenues were 
required for defense and war purposes. Its retention now is discriminatory 
since none of the conditions which at the time may have justified its adoption 
is any longer in existence and since the automobile is and has long been con- 
sidered a necessity not to be compared with luxury items. In view of this, the 
elimination of the excise tax should be considered on its own merits. 

I recognize that elimination of the excise tax, and to a lesser extent its reduc- 
tion, would remove a deterrent to demand and thus have a beneficial effect on 
sales—although not to the degree anticipated by some. Certainly, it would not 
meet the basic problems which have caused the economic situation in which 
the country finds itself today. 

The effective date of May 1 in your proposed legislation should tend to mini- 
mize sales resistance in the form of delay in purchases pending final action by 
Congress. Such sales resistance developed last year in the automobile industry 
in Canada on the basis of a mere rumor that the 1958 budget would eliminate 
excise taxes on automobiles. For a period of about 3 weeks until the budget 
was published, retail sales fell off sharply, necessitating the closing of some 
manufacturing plants. In our opinion and the opinion of our dealers many 
prospective customers are now postponing the purchase of automobiles in antici- 
pation of legislation as a result of widespread publicity given to various excise 
tax proposals and discussions. Many customers may have doubts as to whether 
the bill as finally enacted will have a later effective date, having in mind that 
similar bills with a March 1 effective date have either been defeated or are still 
pending. 

Because of the retroactive effective date of the proposed legislation, provision 
for refund of excise taxes paid during the period commencing May 1 and ending 
with the enactment of the bill into law is, of course, necessary. However, the 
provision in your bill for continuance of the present tax rate on sales occurring 
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after the enactment of the bill into law, and then for a refund to the manufac- 
turer upon submission of satisfactory proof that the manufacturer has refunded 
to the ultimate retail purchaser one-half the amount of the tax, is undesirable 
and impractical. Such a refund procedure would create problems involving the 
manufacturer, the dealer, and the customer. In operation it would be discrimi- 
natory against the automobile industry. As drafted, the bill cannot be compared 
to other excise-tax legislation providing for refunds on the basis of exempt sales. 
Furthermore, any psychological effect resulting from the receipt of the refund 
check by the retail customer would be offset by the psychological disadvantage 
resulting from the fact that the customer, when he purchased the car, would 
not be getting the benefit of the tax reduction. 

We believe that the objectives of your proposed legislation can be accom- 
plished without any unnecessary or unreasonable complications by providing 
for tax reductions rather than tax refunds. On the basis of pricing practices in 
the industry, it should be evident that the tax savings will be passed on to our 
distributors and dealers, and they in turn will pass such savings on to their 
retail customers. 

With reference to the proposal of Senator Douglas, the question is more than 
a matter of arithmetic applied to a series of assumptions based upon theoretical 
concepts of the complicated and practical subject of demand, costs, and prices. 

Automobiles are consumer durable goods, whose replacement can be post- 
poned for a considerable period of time without undue hardship on the user. 
This was proved during the war and also during previous recessions. 

For example, in the 1937-38 recession there was a drop of 6 percent in gross 
national product. Passenger-car sales, on the other hand, fell 45 percent. This 
did not mean that the public was displeased with our 1938 products. It only 
meant that consumers were exercising their right to postpone purchases. 

Today the same thing has happened. While the current recession has not 
reached the proportions of 1938, gross national product on an annual rate basis 
has dropped 4 percent from the third quarter of 1957 to the first quarter of 1958. 
Car sales over the past 6 months have fallen off by almost one-third. 

This drastic decline in the level of retail automobile sales is evidence not of 
inability to buy but of unwillingness to buy. Our products are no less acceptable 
today than they were in the fourth quarter of 1957. Disposable income has 
dropped less than 2 percent. But consumers are influenced by lack of confidence 
in the economic outlook. 

Prices in the automobile industry reflect competition which is intense and 
ever present. Our prices necessarily have also been governed by rising cost 
trends. As an illustration, in the last 10 years average hourly earnings, in- 
cluding fringe benefits, have risen from $1.55 to $3.01. 

To combine proposed tax legislation with an industrywide agreement to which 
the United States Government or anyone else is a party for the purpose of 
reducing prices by a fixed amount would create a situation which is neither 
economically sound nor practicable. Prices in a free economy cannot be com- 
petitive if they are to be subjected to a measure of Government control and 
regulation. 

Nor can they be subject to sudden and arbitrary increases or decreases for 
reasons other than those that control economics in our free enterprise system. 
This is true whether the price changes would be accomplished through Govern- 
ment regulations, Government bargaining or any other means of agreement. 

For practical purposes, there is no difference between Senator Douglas’ pro- 
posal and Government regulation of automobile prices. 

Very truly yours, 


Har.Low H. Currice. 


CHRYSLER CoORP., 
Detroit, Mich., May 9, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D. C. 


Dear SENATOR KEFAUVER: In your letter to me of May 6 you requested our 
comments on the bill you introduced on that date to bring about a 50 percent 
reduction in the excise tax on automobiles. 

In response to inquiries from various Members of Congress over the past several 
weeks, Chrysler Corp. has urged repeal or substantial reduction of the Federal 
excise tax on automotive products. 
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We believe the 10 percent excise tax on automobiles should be repealed. 
Repeal of the excise tax on automobiles is fully justified, in our view, because 
of its discriminatory nature. The automobile is a basic necessity for millions 
of American families, yet under present tax law it is treated in the same manner 
as such luxuries as fur coats and perfume. 

Although we have no way of knowing the full impact that repeal of the excise 
tax would have on the sale of automobiles, we believe that repeal of this tax 
would stimulate business activity because it would make more of the con- 
sumers’ money available for the purchase of goods of all kinds. The automobile 
industry undoubtedly would benefit from any general increase in business 
activity and, of course, any increased activity in the automobile industry would 
be felt immediately in the steel, textile, rubber, glass, and machine-tool industries, 
which sell a large portion of their products to the automobile manufacturers. 

It is of utmost importance that action on the excise tax be taken promptly and 
that it contain some form of retroactivity to cover current purchases. We know 
that many prospective customers are delaying purchase of new automobiles 
because of the uncertainty over the excise tax issue. If these prospective 
customers knew that the tax change would be retroactive, they could be expected 
to come into the market quickly. 

We are pleased to note that the bill you introduced on May 6 would be appli- 
cable to all new automobiles sold to ultimate purchasers on or after May 1, 1958. 
Insofar as the bill applies to the sale of automobiles between May 1 and the 
date on which the bill might become law, we believe you have proposed a reason- 
able and workable method for refunding the tax. 

As we understand your bill, however, it would provide for a permanent method 
of refunding one-half of the present tax—the rate of which is left unchanged— 
if the manufacturer submits satisfactory proof that he has passed this amount 
of saving on to the ultimate purchaser. We believe this would unnecessarily 
compound the discriminatory nature of the tax by requiring a permanent rebate 
procedure unique to the automobile industry. This procedure would be unneces- 
sarily complex and expensive and would complicate relations between manufac- 
turer and dealer, and between dealer and ultimate purchaser. In addition, it 
would complicate dealers’ financing problems. 

We therefore suggest simplifying the bill by— 

(1) Providing for elimination of the excise tax on automobiles on a certain 
date not later than July 1, 1958. 

(2) Providing, as in present law, for floor stock refunds as of that date. 

(3) Providing for refunds, along the lines you have suggested, on those 
ears sold to ultimate purchasers between not later than May 1, 1958, and the 
date on which the law becomes effective. 

You also requested our comments on the proposal by Senator Douglas to reduce 
the excise tax from 10 to 2.5 percent on the condition that manufacturers reduce 
their prices by an additional 6 percent. This proposal is completely unrealistic 
and impractical. 

As I explained at some length during my appearance before your subcommittee 
on February 6, 1958, Chrysler Corp. always has sought to price its products as 
low as possible, consistent with offering competitive value, recovering costs, pro- 
viding adequate replacement and improvement of facilities, and yielding over a 
long term an adequate return on the capital invested in the company. As I 
demonstrated in that testimony, we have been confronted with steadily increasing 
costs for a number of years—and in our current negotiations with the union 
representing most of our employees we are confronted with demands that involve 
substantial additional costs. 

Since the beginning of 1958 we have greatly increased our expenditures for 
sales promotion, including sizable incentives for dealers and salesmen, in an effort 
to assist dealers in attracting more customers. These in effect make it possible 
for dealers to offer better trade-in allowances, but so far these incentives have 
not resulted in any appreciable up turn in sales. 

In the light of all the facts, particularly since our company lost money in the 
first quarter of this year, it is not realistic to expect that prices lower than we 
how are charging would produce additional volume to offset the loss of revenue. 

No plan such as that suggested by Senator Douglas could be made workable 
except through across-the-board control of wages and prices in the automobile 
industry. Such controls would be against the public interest in peacetime and 
we do not believe that the American people or their representatives in Congress 
want them. It is inconceivable to us that the Congress would embark on such a 
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dangerous adventure under the shallow guise of giving tax relief to the pur. 
chasers of automobiles. 

There seems to be widespread agreement that elimination of the excise tax on 
automobiles would provide an important stimulus to recovery from the present 
economic slump. The most important thing is to remove the uncertainty over 
the excise tax issue and, as I have said, we believe that the best way to do this 
is to eliminate the tax on a certain date, and to make provision for refunding the 
amount of the saving to those who buy automobiles between now and the time 
the repeal becomes effective. 

Sincerely, 


L. L. CoLsert, President. 


Forp Moror Co., 
Dearborn, Mich., May 8, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, Committee on the 
Judiciary, United States Senate, Washington, D. C. 

DeaR SENATOR KEFAUVER: We have given careful consideration to the plan 
proposed by Senator Douglas for auto excise tax reductions by the Government 
and for price reductions by the automobile manufacturers. 

In order to arrive at a proper decision, we believe that the following addi- 
tional facts—not brought out in the discussion of this proposal before your 
committee—should be considered : 

(1) Most of the automobile companies are today operating at a loss. Second- 
quarter losses will be greater than those suffered during January, February and 
March. Senator Douglas’ proposal would increase these losses in recession, re- 
tard the recovery in earnings and impair profits in good times. According to 
the judgment of investors, profit margins in the industry—even in a 6-million-car 
year—already are too low to compensate for the risks in the business. 

(2) Automobile manufacturers currently are confronted with the prospect of 
early price increases in steel and other commodities, these increases directly 
caused by wage escalators and the monopoly-enforced demands of unions in 
other industries. 

(3) Mr. Reuther’s present demands on the automotive industry amount to 
more than 70 cents an hour, exclusive of profit sharing. The 70-cents-an-hour 
demand alone, if granted by us and our suppliers generally, would raise the cost 
of an automobile more than $300. Even though this demand has been made 
with apparent sincerity, no one, of course, should take it seriously. No auto- 
mobile company could grant such a demand and expect to stay in business. As 
a matter of fact, any increases above present labor costs—even of a few cents 
per hour—would have to be reflected in immediate price increases on cars and 
trucks, if the present losses of some automotive companies are to be curtailed 
and the declining profit margins of others corrected. 

(4) The increase in the customer demand for automobiles as a result of a 
price reduction would be, we believe, considerably lower that that forecast 
by Senator Douglas. One expert, in fact, testified before your committee that 
such an increase would be only half as great as Senator Douglas assumed. 

(5) The present discriminatory excise tax of 10 percent on automobiles was 
an emergency measure to cut down demand at a time when it was in the national 
interest to do so. Removal of that discrimination now is only simple justice to 
the automobile industry’s manufacturers, dealers, employees and to the public 
to whom automobiles are a necessity—not a luxury. In no sense should a 
reduction into auto excise taxes today be considered a special favor to be paid 
for by the automobile industry. 

The biggest job facing the automobile industry right now is not how we 
ean reduce the price of our product but how we can keep from increasing that 
price in the very near future—faced, as we are, with the threat of a cost-of- 
labor increase when the current UAW contracts expire at the end of the month 
and with a rise in the cost of steel and other commodities shortly thereafter. 

In recent testimony before the Senate Finance Committee, a leading economist 
said that future historians will regard our present depressed economy as the 
first “union-made” recession. Without arguing this point, we must point out 
that unless labor costs and fringe benefits come down, there is no hope of 
reducing prices. If Mr. Reuther and other labor leaders persist in using their 
great monopoly power to drive wages up, we can have no alternative but to 
raise prices. 
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Meanwhile, I hope you will press for a reduction of the excise on autos 
to a level that does not discriminate against out industry, its employees, its 
dealers and the public. 

With reference to your proposed amendment, we have already pledged to pass 
on such a reduction immediately to our dealers and we will take whatever 
action is within our power to insure that the full reduction in excise taxes is, 
in fact, passed on to the ultimate retail customer. We believe that such an 
approach might be administratively simpler and less costly than that embodied 
in your proposed amendment. 

In any case, we hope that the decision on excise tax reduction will be made 
promptly to avoid needless loss of sales, production and employment while 
consumers wait to see what is going to happen. 


Detroit, Micu., May 9, 1958. 

Hon. Bstes KEFAvvER, 

Chairman, Subcommittee on Antitrust and Monopoly, Committee on the 
Judiciary, United States Senate, Washington, D. C. 


DEAR SENATOR KEFAUVER: In reply to your letter of May 6, 1958, in which 
you set forth the proposal of Senator Paul H. Douglas, made before your com- 
mittee on Tuesday, May 6, 1958, that the automotive companies, the union and 
the Government each make a contribution toward bringing about a reduction 
in the prices of automobiles so that through such cooperative action we can 
help to get the American economy back into high gear and to get the unem- 
ployed back to work, I am pleased to advise that the UAW is prepared to 
accept this sound and practical proposal. 

It is the belief of the UAW that such joint contribution and cooperation on 
the part of labor, management, and government is the key to our present eco- 
nomic difficulties and it was this belief which motivated the UAW to propose 
to General Motors, Ford, and Chrysler on April 28, 1958, that: 

(a) The UAW leadership would recommend to the membership of our union 
on extension of our present collective-bargaining agreement into September 
1958. This would mean foregoing the improvement factor wage increase that 
would be payable as of May 29, 1958, if a new contract were negotiated without 
an extension of the present contract. The extension agreement must provide 
additional SUB protection on a temporary basis for certain unemployed workers 
during this emergency period. This additional protection would be paid for 
out of existing SUB trust fund reserves and without adding to current con- 
tributions to the SUB fund. 

(b) General Motors, or Ford, or Chrysler, as its contribution to clearing the 
market of the present glut of unsold cars and stimulating national economic re- 
covery, would put into effect a significant and meaningful price reduction on 
1958 models. 

(c) The automobile companies and the UAW would jointly petition the Federal 
Government to take two steps that would have a major effect in reviving the 
market for cars and putting the brakes on spiraling recession. We would work 
together for (a) a retroactive moratorium on the full amount of the 10 percent 
passenger car excise tax effective for the remainder of the 1958 model run, and 
(b) Federal legislation to extend the duration of unemployment compensation 
benefits. 

We regret most sincerely that the Ford Motor Co., acting as spokesman for the 
auto industry, has rejected Senator Douglas’ constructive proposal just as the 
automobile companies have rejected the sound and sensible proposal made last 
week by the UAW. 

The latest Government figures on factory employment released yesterday, 
May 8, reveal that manufacturing employment dropped 270,000 during the month 
of April in defiance of the normal spring uptrend and that average weekly pay of 
factory workers and their hours of work also declined. The Government report 
further stated that during the month of April the number of factory workers out 
of work for 15 weeks or more, rose by 450,000 to a postwar high of 1,900,000 with 
some 600,000 having been unemployed for at least 6 months and an estimated 
230,000 having exhausted their unemployment benefits in the month of April 
alone. These are the stark and tragic economic facts which reflect growing 
unemployment and the resulting hardship and suffering to millions of American 
families. 

Cooperation of labor, management, and Government are imperative if we are 
to meet the challenge of this deepening recession and both labor and management 
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are obligated to rise above their more narrow economic interests and join in com- 
mon action in the broad public interest. 

It is most unfortunate that to date the giant corporations that dominate such 
vital sectors of the American economy as the automotive industry have been un- 
willing to meet their obligations, but instead continue to pound the propaganda 
drums and to carry on the cold war against the union which is the democratically 
elected and legally certified bargaining agency for their employees, all at the 
expense of the consumers and the economic welfare of the whole Nation. 

The reply from the Ford Motor Co. and the General Motors Corp.’s propaganda 
release of today are designed to create further confusion in the public mind and 
to hide the real truth about wages, prices, and profits in the automotive and other 
industries under monopoly control with administered price policies. 

Economic problems cannot be solved by propaganda. No amount of propa- 
ganda by Mr. Curtice and Mr. Ford will move the more than 800,000 new cars 
in inventory which has paralyzed the automotive industry and which represents 
a serious roadblock in the way of general recovery in the whole economy. The 
economic problems we face are stubborn in character and will yield not to propa- 
ganda but only to rational, sound, and intelligent economic action. 

Senator Douglas’ proposal to your committee calls for such sound and rational 
action on the part of industry, labor, and Government which is so essential 
to reverse the current serious downward economic trend. The economy continues 
in its decline because of the compounding effect of negative economic factors. 
The kind of positive action proposed by Senator Douglas can stop and reverse 
this downward trend and bring into play needed positive economic forces which 
are essential to bring us out of our current economic difficulties. 

Let us look at the economic facts that the General Motors and Ford propa- 
ganda is designed to confuse and obscure. 

Both General Motors and Ford would have the American people in general, 
and car buyers in particular, believe that wage increases paid to GM and Ford 
workers were the direct cause of higher prices charged the American public. 
What are the economic facts? 

In June 1955, General Motors workers received an economic package worth 
approximately 21 cents per hour, the GM’s profits for 1955 were $2,543 million 
before taxes, equal to 76.2 percent return on net worth. 

General Motors could have absorbed the total cost of the 21-cent package 
negotiated at the bargaining table and still would have made fantastic profits. 
Yet, instead of sharing the fruits of advancing technology and the greater produc- 
tivity made possible by automation with workers and consumers, General Motors 
increased the prices of its 1956 Chevrolet models for example by approximately 
4.4 percent. What General Motors propaganda is designed to hide is the fact 
that in 1955 General Motors made an average of $435 in profits per car and truck 
and should have cut prices rather than raised them. 

In 1955, Ford Motor Co. made $968,400,000 profits before taxes, equal to 61.2 
percent return on its net worth. Ford Motor Co. also could have absorbed the 
cost of the collective bargaining package and still have had exorbitant profits. 

Unfortunately, Ford, like General Motors, was unwilling to share the fruits 
of advancing technology with workers and consumers and used, as did GM, the 
collective bargaining settlement as an excuse for further unjustified and unnec- 
essary price increases. 

The year 1955 was one of high volume, high sales and high employment, and 
represents the economic potential of the automobile industry geared to a full 
employment-full production economy. The unwarranted price increases on the 
1956, 1957, and 1958 models have priced many American consumers out of the 
market and have contributed toward the drastic curtailment in production, sales 
and employment and have been important contributing factors toward creating 
the economic climate that gave birth to our present recession. 

Another basic economic fact that GM propaganda is designed to hide from 
the American public is the tremendous increase in the net worth of the company 
which took place during the past 11 years, and which, by and large, was financed 
out of unjustified price increases to American car buyers. From 1947 to 1958, 
the net worth of the General Motors Corp. increased by $3,477 million, of which 
88.6 percent or $3,082 million was financed out of earnings. 

Most of all, General Motors propaganda tries to hide the truth about who 
has benefited from the ill-gotten gains of inflation. This is most clearly shown 
by comparing over this same 11-year period the gains of a stockholder who 
started in January 1947 with just enough GM stock (1,003 shares) to receive 
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the same income in dividends for that year ($3,009) as the average GM worker 
received in wages, assuming the latter worked a full 52 weeks in the year. 

During these 11 years, the average General Motors worker if he had worked 
40 hours a week and 52 weeks each of these 11 years (which was not the case) 
would have received in wages for these 11 years, $47,600. 

During this same 11 years, the owner of the 1,003 shares of stock at a market 
value of $52,846 in January 1947 would have received from his stockholdings, 
$99,000 in dividends and, after several stock splits, a capital gain of $149,000, 
or a total in capital gain and dividends equal to $248,000. In simple arithmetic, 
$10,100 invested in General Motors in 1947 would have earned for the share- 
holder, in dividends and capital gain, $47,600, equal to what the average Gen- 
eral Motors worker received for 11 years with the General Motors Corp. if he 
had worked ful time for each of these years. 

It is quite obvious where the economic and moral responsibility for high 
prices rests when these simple economic facts are understood. 

In the same 11-year period, the Ford Motor Co. also experienced a tre- 
mendous expansion and growth, and its net worth increased $1,435,000,000. Of 
this total increase in net worth, 97.6 percent or $1,400,000,000 was financed out 
of earnings, or, in other words, it was paid for by American car buyers through 
higher prices. 

Mr. Harlow Curtice, president of the General Motors Corp., characterized 
the UAW profit-sharing proposal as “extravagant.” Here, again, GM propa- 
ganda is designed to hide the truth. During the past 11 years, Mr. Curtice 
received $1,831,000 in salary and $4,350,000 in bonus, for a total of $6,181,000, 
or an average of $562,000 per year. 

Had the UAW profit-sharing proposal been in operation during this same 
period, the average GM worker, had he worked full time, would have received 
$47,600 in wages and $7,070 as his equity in the corporation’s profits, a total 
of $54,670 for the period, or an average of $4,970 for each year. 

Under the UAW proposal, consumers and purchasers of General Motors prod- 
ucts would have received in price rebates an amount equal to what GM workers 
would have received out of profits. For the 1l-year period, consumers would 
have had price rebates in the amount of $3,203,500,000, or an average of $291,200,- 
000 for each year for this period. 

When Mr. Curtice talks about higher prices and tries to fix the responsibility on 
GM wage earners, it is quite obvious that his propaganda is intended to hide these 
simple and understandable facts. 

Since the Ford Motor Co. did not become a publicly owned company until 1956, 
detailed data are available only for the 3-year period, 1955-1957. 

During this 3-year period, Mr. Ernest R. Breech, chairman of the board, 
received $555,000 in salary and $750,000 in bonus, for a total of $1,305,000, 
or an average of $435,000 per year. 

For this same period, the average Ford worker would have received a total 
of $16,400, in wages (assuming a full 52 weeks of work per year), and had the 
UAW profit-sharing proposal been in effect, a profit-sharing equity of $2,070. 
For the full 3 years, his total wages and profit-sharing equity would have 
amounted to $18,470, or an average of $6,160 for each year. 

Purchasers of Ford Motor Co. products would have received a total of $372 
million in price rebates for the 3-year period, or $124 million average per year. 

The propaganda in Mr. Ford’s letter to you and in the General Motors press 
release are but the latest in a whole series of propaganda handouts to confuse 
the American people about the facts as they relate to the wage-price-profit 
equation in the automotive industry. 

As Senator Douglas so ably pointed out in his testimony before your com- 
mittee, the key to profitability in any mass production industry is high volume 
based on low prices and low profits per unit. Such a combination—high volume, 
low prices, and low profits per unit—yields a greater total profit than does a 
combination of high prices, low volume, and high profit per unit. The pioneers 
of mass production in the automobile industry understood and acted on this 
principle. Their present-day successors either fail to understand it or choose 
to ignore it. 

Mr. Ford's letter to you and the General Motors Corp.’s propaganda handout 
of today are based upon the economics of high prices and low volume rather 
than upon the economic of high volume and low prices. 

In approaching the collective bargaining table in 1958, the UAW proposed 
that collective bargaining be based upon a two-package approach: One, a mini- 
mum economic package that could be granted without any inflationary impact, 
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and a supplementary package which would be deferred until the profits of each 
corporation could be determined and would be based upon the workers’ equity 
in such profits. The UAW was motivated by a sincere desire to place collective 
bargaining upon a basis that would be economically sound and responsive to the 
public good. 

As we stated in our communication to the corporation on August 16, 1957, 
while the union has a responsibility to its membership and the corporation man- 
agement has a responsibility to the stockholders, together we have a joint 
responsibility to the whole of our Nation, and that this joint responsibility 
transcends in importance our separate responsibilities. 

The problem that confronts both labor and management at the bargaining table 
is finding a rational and responsible means of measuring the competing equities 
of workers, stockholders, and consumers in the sharing of the fruits of our 
developing technology in a dynamic and expanding economy. Since the size 
of these competing equities depends upon the size of the economic pie that we are 
to share, no one can with certainty determine the share of each before we know 
the size of the economic pie. 

The UAW’s two-package approach is not an original idea. We have borrowed 
it from General Motors, Ford, Chrysler, and other corporations. 

This is how they work out the equity of those employees who serve the cor- 
poration in executive capacities, and we are proposing that all employees be 
compensated on this basis for the same sound and logical reason that the cor- 
porations compensate their executive personnel on this basis. 

For example, in 1955 Mr. Curtice received $201,400 in salary. This repre- 
sented his minimum package, and he did not receive his supplementary package 
until the profits of the General Motors Corp. for the year were known. After 
profits were known, Mr. Curtice received $575,000 in bonus as his share of the 
profits—not as a stockholder, but as an employee of the General Motors Corp. 

Mr. Ernest Breech, chairman of the board of the Ford Motor Co., was compen- 
sated in like manner. In 1955 he received $185,000, which was his basic com- 
pensation and he received, after the profits were known, a supplementary addi- 
tional package in the amount of $380,000. 

Similarly, Mr. L. L. Colbert, president of the Chrysler Corp., received in 1955 
$250,900 in salary, representing his basic compensation, and after the profits 
were known, a supplementary additional package of $249,800 in bonus. 

Corporation bonuses are not paid in advance of knowing the size of the profits 
because they depend upon the profits, and the UAW’s proposal would treat all 
employees on a similar basis by providing a basic compensation supplemented out 
of and depending upon the size of profits. 

The charges in Mr. Ford’s letter to you and in the General Motors propaganda 
handout are fantastic and without foundation in fact. This is no time to step 
up the propaganda contest, for charges and countercharges and name-calling 
will not solve our economic problems, will not end the recession, will not sell a 
single car nor put a single unemployed worker back to work. We suggest that 
this is the time for less propaganda and more positive action. 

The record will show that the UAW has made repeated practical and construc- 
tive proposals. On August 16, 1957, we anticipated the worsening economic situ- 
ation and the growing forces of recession, and we proposed that the automotive 
industry reduce the price of the 1958 models by $100 per car and that we would 
bargain within the framework of the economics that resulted from such a price 
reduction. Unfortunately, this constructive proposal was rejected by General 
Motors, Ford, and Chrysler. On April 28, 1958, in the face of our current seri- 
ous economic situation, we proposed joint action by labor, management, and Gov- 
ernment to clear the tremendous inventories of the automobile industry and to 
get it and its supplier industries back on a full production, full employment basis. 
Unfortunately, this sensible proposal was also rejected by the Big Three in the 
automobile industry. 

Despite the summary rejection of all of these earlier sound and constructive 
proposals made by the UAW and the rejection of Senator Douglas’ sane and sen- 
sible proposal, we in the UAW are determined to keep trying to find a way to get 
America back to work. 

The UAW has repeatedly stated that our membership wants to make progress 
with the community and not at the expense of the community, and that, there- 
fore, we are prepared to confine our wage increases and other economic gains at 
the bargaining table to the size possible out of the increase in productivity in a 
full-employment economy and not out of higher prices to the American consumer. 
We take this position not as a matter of clever public relations, but as a matter 
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of sound economics for, in the long run, no sector of the American economy can 
hope to make progress excepting as the whole of our Nation makes progress. 

In keeping with this economically sound and socially responsible policy, we are 
prepared to recommend to the membership of the UAW in General Motors, Ford, 
and Chrysler that they give consideration to the following approach to collective 
bargaining in 1958 if such an approach is agreeable to the automobile corpora- 
tions. 

1. They agree to the establishment of a 5-man board of arbitration com- 
posed of 2 outstanding and nationally recognized economists designated by 
the union and 2 such economists designated by the company, with an impartial 
chairman chosen by the 4 nominees of the union and the company. A separate 
panel would be established for each company. 

2. Both the union and the company would present all of the economic facts 
relating to the economic issues in current collective bargaining to the panel of 
arbitration, and their findings would be final and binding upon both the union 
and the company, and such findings would form the basis for a collective bar- 
gaining agreement. The company and the union would continue to bargain on 
all noneconomic contract matters currently on the bargaining table. 

8. The union would accept as an interim measure the present annual im- 
provement factor which has already been offered by the companies and we would 
ask the panel of arbitration to fix the total amount that each company can 
pay, in addition to what has been offered, for the various purposes set forth 
in our basic minimum economic demands including wage adjustments, pen- 
sions, supplementary unemployment benefits, etc. It would be agreed that the 
total amount to be awarded by the panel of arbitration for these purposes would 
not require a price increase. It would be understood, however, that only the 
direct effect of economic concessions to the companies’ workers would be taken 
into account in making this determination. 

(Automobile workers should not be penalized because of increases in the 
price of such materials as steel because the steel industry has been guilty of 
unnecessary and unjustified price increases having used every dollar in increase 
in wages as the excuse for a $3 increase in prices. ) 

The exact economic position of any company in any mass-production industry 
is largely determined by volume. Since the overall equity of workers, stock- 
holders, and consumers is ultimately determined by volume and this is unknown, 
a final and equitable determination cannot be made in the absence of the profit 
figures of the company which are not available until the end of the year. The 
panel would therefore be authorized to make an award that would enable wage- 
earners to receive their full equity at a time when volume and profits resulting 
from such volume are known, including a profit-sharing plan as a means to this 
end. 

Therefore the panel of arbitration would be authorized to find whether the 
UAW profit-sharing proposal was noninflationary and a sound and practical 
way to measure the equity to which workers, stockholders, and consumers were 
entitled out of the fruits of our developing technology. The panel of arbi- 
trators would be authorized to make an award in this area both as to principle 
and as to arithmetic. It is understood that any economic gains for the workers 
resulting from such an award would be spent for those benefits and purposes 
democratically decided by the workers involved. 

The UAW believes that the above proposal offers a sane and sensible means 
for resolving the economic differences at the bargaining table and will enable 
both the automobile companies and the union to make a joint contribution 
toward reestablishing confidence and getting the economy back on an expanding 
basis rather than continuing on a contracting basis. 

At the very time that we have tremendous unfilled human needs at home 
and America must assume increasing responsibilities in the world, it is a great 
tragedy that the American economy is limping along in low gear with more than 
5 million workers totally unemployed and more than 3 million additional work- 
ers on short workweeks. The American economy is freedom’s greatest mate- 
rial asset and if fully mobilized, it is equal to the task of providing higher 
living standards for the people of America, greater educational opportunities 
for our youth and greater security and dignity for our aged citizens. It is 
equal to the challenge of meeting our needs at home, of giving the free world 
an adequate defense posture and of helping the people in the underdeveloped 


areas of the world to help themselves in the positive fight against the forces 
of Communist tyranny. 
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We are deeply concerned that continued drift will only bring a worsening in 
our economic situation and make the problem more difficult of solution. We 
sincerely hope that the General Motors, Ford, and Chrysler Corps., to whom 
we are sending a copy of this letter, will give favorable consideration to our 
arbitration proposal and will reconsider the proposal made by Senator Paul H. 
Douglas as set forth in your letter of May 6. 

We appreciate the interest and consideration which you and certain of your 
senatorial colleagues have shown concerning the automotive industry because 
of the strategic and critical role the industry plays in the American economy, 

The hour is late and the problems we face are serious. We trust that the 
leadership of the automotive industry who share a tremendous responsibility 
in the present crisis will demonstrate the wisdom and the good sense to respond 


affirmatively to these sound and constructive proposals advanced by the UAW 
and by Senator Douglas. 


Sincerely yours, 


WALTER P. REUTHER, 
President, International Union, UAW. 


AMERICAN MOoTorRS Corp., 


Detroit, May 13, 1958. 
Hon. Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


Dear SENATOR KEFAUVER: In your letter of May 6, you asked for my com- 
ments on Senator Douglas’ proposal of the same date before the Senate Judiciary 
Subcommittee on Antitrust and Monopoly. 

While his suggestions undoubtedly are well intentioned and his interest in 
stimulating economic activity should be appreciated, Senator Douglas’ proposals 
fail to deal with the fundamental problems which are adversely affecting the 
automobile industry’s employees, stockholders, and customers. 

In essence, the basic problem results primarily from this inconsistency in our 
Federal Jaws: Employers are required to act on a competitive basis, while labor 
unions are permitted to operate on a monopoly basis. 

While this conflict of interest and method has existed for years, the Congress 
has failed to resolve it. As a result the economic dislocations resulting from 
past union pressures and current union demand for higher wages and benefits 
are currently reflected throughout the national economy. 


The economic problems gripping the automobile industry today are aggravated 
by the following: 


1. Wage and fringe benefit increases gained by the UAW in the automo- 
bile industry since 1955 have exceeded productivity gains, thereby accelerat- 
ing the wage-price spiral. 

2. Automobile companies in their pricing have absorbed a considerable 
amount of the annual cost increases. Prices that have failed to recover 
cost increases have already adversely and seriously affected company profit 
margins and the return on stockholders’ investment. 

3. Automobile price increases of recent years have lowered the ability of 
some economic groups to buy automobiles. 


As the impact of past inflationary labor contracts in this and in other industries 
has not spent itself, the automobile companies face the prospect of paying 
higher prices for raw materials and fabricated parts in the near future. Because 
of reduced profit margins, higher car prices appear almost inevitable. This 
prospect is increased by the auto unions’ insistence on further wage increases 
this year. 

Senator Douglas’ proposal of May 6 ignores the practical reality of the impact 
that rising wages and costs have on car prices. Under present competitive 
circumstances, his plan would constitute a major step toward further concen- 
tration of the automobile industry. 

It is paradoxical, therefore, that the Senate Subcommittee on Antitrust and 
Monopoly would be the vehicle for giving circulation to such a proposal. 

Reduction of the automobile excise tax should be dealt with on its merits and 
not be made contingent upon automobile companies cutting prices. Even if the 
Congress takes no action on either your proposed bill or on Senator Douglas’ 
tax proposal, 3 percent of the present 10-percent rate is due for elimination on 








ADMINISTERED PRICES 4141 


June 30, unless, of course, the Congress extends beyond that date the added bur- 
den which was imposed during the Korean emergency. 

Furthermore, the widely publicized talk about a possible excise-tax reduction 
in advance of action provides a deterrent to car sales. If these taxes are going 
to be reduced, they should be reduced now and the tax reduction applied retro- 
actively to a specific date. 

In conclusion, I’d like to reiterate that the current automobile industry and 
national economic problem is of a more fundamental character than Senator 
Douglas’ proposals to your subcommittee would indicate, and that it is time for 
the Congress to deal with the heart of the problem. 

Sincerely yours, 
GEORGE ROMNEY. 


FORD REPLY TO UAW 
Forp Moror Co., 
Washington, D. C., May 16, 1958. 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 


My DEAR SENATOR KEFAUVER: I am pleased to hand you the original of a letter 
addressed to you by Dr. T. O. Yntema, vice president, finance, of the Ford 
Motor Co. This letter constitutes Dr. Yntema’s response to Mr. Reuther’s reply 
statement of April 3, 1958. 

Mr. W. T. Gossett, our vice president and general counsel, advises me that he 
has discussed with Mr. Rand Dixon, your subcommittee counsel, our desire that 
Dr. Yntema’s letter be made a part of the record. Mr. Dixon advised Mr. Gossett 
that this could be accomplished if it were received by the end of the week. 

Accordingly, it is respectfully requested that you take the necessary steps to 
assure that Dr. Yntema’s letter be made a part of the printed proceedings of 
your subcommittee’s hearings on the automotive portion of administered prices. 

Your cooperation in the matter is appreciated. 

Sincerely yours, 
R. W. MARKLEY, Jr., Manager. 


Forp Moror Co., 
Dearborn, Mich., May 15, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


DEAR SENATOR KEFAUVER: Mr. Reuther’s reply statement of April 3 makes no 
attempt to reply to the major points of my presentation to the subcommittee. 
Being unable to meet the issues squarely, Mr. Reuther ignores them and attempts 
to discredit the automobile companies by misrepresentation and invective. 

The purpose of this letter is to expose some of Mr. Reuther’s half-truths and 
distortions. 

In your letter of November 7, 1957, to Mr. Ford, you referred to inflation as 
the Nation’s No. 1 domestic problem and said that the purpose of the hearing 
to which we were invited was to arrive at “a better understanding of the issues 
involved in a firm hold-the-line wage and price formula” in the automobile in- 
a In my testimony before the subcommittee I made the following principal 
points: 

(1) The profit margins of all but one of the automobile manufacturers are, and 
for some time have been, too low to compensate for the risks of the business. 
(Now, at the peak of the spring selling season, most of the automobile manu- 
facturers are losing money. ) 

(2) The proposal that automobile prices be reduced is wholly unwarranted by 
the facts. The suggested price reduction would seriously injure the producers 
and would kill off the weakest companies. 

(3) Mr. Reuther’s wage demands have been and are highly inflationary. (They 
now exceed 70 cents an hour in wage and fringe increases, plus a share of the 
profits, and he has shown no disposition to reduce his demands. ) 

(4) The monopoly power of unions to drive up wages and cause inflation is the 
foremost economic problem of this Nation today. 

These points stand unrefuted. In a transparent attempt to avoid them, Mr. 
Reuther ranges far afield. For example, he devotes some 15 percent of his 
entire statement to the General Motors labor negotiations that occurred back 
in 1945—13 years ago. But if this red herring serves any purpose, it is not Mr. 
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Reuther’s. On the contrary, it serves only to remind us that his demands have 
been unreasonable and inflationary ever since V-J Day, when he demanded a 
30-percent wage increase (p. 6 of Mr. Reuther’s statement). 

Another device to which Mr. Reuther resorts is gross misuse of statistics, 
He claims, for example, that “analysis of Ford data shows productivity increas- 
ing 5.7 percent per year from 1948 through 1955” (pp. 28 and following of his 
statement). 

I shall not repeat in this letter my discussion of productivity before the 
subcommittee. Nor would it be worthwhile to engage in a detailed demon- 
stration of the fallacies in Mr. Reuther’s analysis. The only point I want to make 
is that he has deliberately selected an abnormally low base year and an abnor- 
mally high terminal year in an effort to mislead the subcommittee. 

He says he uses 1948 as a base year “because it was the base chosen by Mr. 
Yntema in his tables.””’ He implies that I chose 1948 in tables relating to produce. 
tivity, and, thus, would endorse his selection of that year as a base. The 
implication is false. The tables in question were price and wage tables—not 
productivity tables. I did not present any data on productivity at Ford, and I 
certainly could not endorse 1948 as a base for productivity calculations. In 1948, 
Ford was still operating at a very low level of efficiency and had not yet been 
able to reach anything like competitive cost levels. Moreover, 1948 was a year 
of low production, interrupted by the most extensive product changeover in 20 
years. At Ford, 1948 was a year of extremely low output per labor hour. This, 
Mr. Reuther well knows. 

Mr. Reuther asserts that “the year 1955 was deliberately chosen for compari- 
son because it was a year of full productivity and, therefore, indicated the 
degree of productivity increase which can be achieved when full production is 
maintained.” But just as 1948 is not an appropriate base year because of 
abnormally low production and low efficiency, so 1955 is an inappropriate 
terminal year because of unusually high production—the highest the industry 
has ever enjoyed. 

Although he concedes that sharp differences in volume of production affect 
productivity, because of the substantial element of fixed labor costs that remain 
relatively constant regardless of the volume of output, Mr. Reuther persists in 
selecting a base year with abnormally low production and a terminal year with 
abnormally high production in order to achieve a misleading result. 

If he had applied his productivity formula to years in which there were not 
sharp differences in volume, and which, thus, were more nearly comparable, the 
results would have been quite different, as shown by the following table: 


Annual productivity increases as computed by Reuther method 


{In percent] 


[Increase (+) or| Productivity 





decrease (—) in) factor, percent 
Time period | unit vehicle increase (De- 
| volume during | cember) per 
period | year 
1948-55 (used in Reuther calculation) - - --- oan -" +141.0 146.2 
1950-56. ...--- ane eee ek danicnas seeney bs +,2 —.8 
SE iviahatdnGedaseotcone ' Senaa siete eeene ; +13.7 +.8 


1 Correction of an error in the Reuther calculation in 1948 payroll data raises the percentage increase from 
5.7 to 6.2 percent. 


I do not suggest that plus 0.8 percent or minus 0.8 percent is the proper 
measure of productivity change at Ford Motor Co. As I explained in my testi- 
mony, it is impossible to measure accurately productivity changes in the auto- 
mobile industry because of the extensive and frequent changes in the product. 
My only purpose in comparing 1950 with 1956 and 1957 is to show what the 
results would have been if Mr. Reuther had selected more nearly comparable 
years rather than highly abnormal years for purposes of his calculation. 

Mr. Reuther devotes a large part of his statement to a discussion of automobile 
pricing by the several manufacturers in our industry. He implies that there 
is something sinister about the fact that from year to year one or the other 
of the companies introduces its new models first and sets prices which the 
other companies tend to follow. In the course of his discussion, he says (p. 18): 













ADMINISTERED PRICES 4143 


“There can be explanations of a similarity of prices for similar products in a 
competitive market, but it would be a most unbelievable coincidence if, year 
after year, three firms established the same level of prices for dissimilar 
products.” 

This assertion of Mr. Reuther is notable primarily for the insinuation that 
is meant to be taken as an assertion and the erroneous statement of fact upon 
which the insinuation is premised. The same levels of prices are not estab- 
lished for dissimilar products. The products are not identical, but they are 
sufficiently similar to be highly competitive. It is inconceivable that in a 
competitive market the price levels for such comparable products as Fords, 
Chevrolets, and Plymouths could be much different from each other. The point 
is, perhaps, best illustrated by the colloquy appearing at pages 2685-2686 of 
the transcript of the testimony on February 4, 1958: 

“Senator KEFAUVER. * * * The prices are substantially alike, but the record 
before us shows that the costs are quite different, that your costs are different 
from General Motors and General Motors costs are different from Chrysler. 

“Mr. YNTEMA. * * * May I speak to that, as an economist? That is the 
essence of competition; that costs do not determine the price automatically. 
The fact that the prices are alike is evidence of competition, that they do not 
stay in the same relationship to costs. If all of us could just take the costs and 
add X percent and say that is the price, that would certainly be a noncompetitive 
situation. The fact that the prices are close together for somewhat similar 
products when the costs are not the same is, if anything, the very best evidence 
of competition you could have * * *, When prices are pretty much the same 
for the same kind of product, that is a necessary condition to competition. I do 
not say it proves competition * * * but it would be inconceivable that you would 
have much competition and have prices very much different for the same kind 
of product.” 

This subcommittee need not rely alone on my views with respect to this situa- 
tion. It is a commonplace in economics that prices of similar products in a 
competitive market tend to approximate each other and are not proportional 
to average costs that vary from one seller to another. Legal commentators and 
the courts recognize these facts of life. The report of the Attorney General’s 
National Committee To Study the Antitrust Laws (March 31, 1955) states that 
(pp. 334-835 ) : 

“* * * under workable competition, there should exist substantial pressure 
driving the price of any given product or service toward uniformity * * *.” 

The courts have expressed the same views. In Cole v. Hughes Tool Company 
(215 F. 2d 924 (10th Cir. 1954), cert. den. 348 U. S. 927 (1955) ), the court said 
(pp. 940-941) : 

“Moreover, the fact that competitors may see proper, in the exercise of their 
own judgment, as in the instant cases, to follow prices of another manufacturer, 
does not establish any suppression of competition or show any sinister domina- 
tion.” (citing United States v. International Harvester Company, 274 U. 8S. 693, 
708, 709, 47 S. Ct. 748, 71 L. Ed. 1302; United States v. United States Steel Corp., 
251 U. S. 417, 448, 449, 40 S. Ct. 293, 64 L. E1. 343). 

Typical of Mr. Reuther’s attempts to discredit Ford Motor Co. and the other 
automobile manufacturers by insinuation and abuse is his statement that the 
“corporations found an equivalent to the fifth amendment” (pp. 2-3 of his state- 
ment). This is a clever phrase, but it does not reflect favorably on Mr. 
Reuther’s fairness or forthrightness. The facts are these: 

We discussed at some length with members of the subcommittee staff the 
problems involved in disclosing to our competitors the detailed profit and cost 
data that you originally requested we furnish to the subcommittee. It was our 
desire to be as helpful and cooperative as we could be without unnecessary 
prejudice to our competitive position. As a result of these discussions, it was 
agreed that we would furnish to the subcommittee various revenue and profit 
data for our automotive operations. This we have done. 

Our profits are published. They were completely adequate to demonstrate 
that our profit position did not permit a reduction in the prices of cars. The 
additional confidential data on product costs and profits by divisions were not 
needed at all to reach such a conclusion. It is manifest in my testimony before 
the subcommittee that the profits at Ford Motor Co. are, and have been, too low 
in relation to the risks involved. That is the judgment of the market place. 
Moreover, the information supplied to the subcommittee established indisputa- 
bly that our price increases have failed to keep pace with increases in wages 


22805—58—pt. 753 






























































































































































































































4144 ADMINISTERED PRICES 





and other costs and that our profit margins have declined in recent years and 
are still declining. 

Again, Mr. Reuther attempts to discredit my testimony by saying that labor- 
cost figures and comparisons submitted by me were exaggerated, contradictory, 
or distorted. This is untrue. He cannot site a single fact to substantiate this 
charge. 

He questions the accuracy of my statement that, for the period from Novem- 
ber 1956 to the end of the 1957 model year, “our labor rates increased by 63 
percent, or about 19 cents per hour during this period.” Earlier, I carefully 
explained that I was using the term “labor rates” to include not only wages 
but, also, fringe benefits and payroll taxes. In challenging my statement, Mr, 
Reuther refers to a statement in Ford Motor Co.’s 1957 annual report that 
“hourly employees received wage increases totaling slightly more than 12 cents 
per hour in 1957.” I am sure that Mr. Reuther knows that the diiference cf 


7 


approximately 7 cents per hour in the 2 statements represents the 2 cents 
greater increase in wages in the model year than in the calendar year, plus the 
increase in fringe benefits and payroll taxes that are, in every sense, labor costs 
to Ford Motor Co. Mr. Reuther, nevertheless, deliberately implies that there is 
no explanation and that I was misstating the facts. 

Mr. Reuther tries to overcome the effects of exhibit 25 in my original state 
ment by accusing me of using distorted figures by selecting the year 1946 asa 
base. In this exhibit, I did not use 1946 or any other year as a base. The 
purpose of exhibit 25 was to show the relatively favorable position of automo- 
bile workers as compared to workers in all durable-goods industries, in non- 
durable industries, and in all manufacturing industries during the years re- 
ferred to. For this purpose, the exhibit can be read from 1946, 1948, or any 
other year down to the present. And the conclusion drawn from the exhibit 
has not been, nor can it be, refuted. In 1957, average gross hourly earnings in 
the automobile industry were $2.45, nearly 12 percent higher than the average 
earnings in all durable-goods manufacturing, nearly 19 percent higher than the 
average for all manufacturing companies, and 30 percent higher than the aver- 
age for total non-durable-goods manufacturing. If fringe benefits were included, 
these differences would be even greater. In January 1958, the earnings of Ford 
employees per hour worked, including fringe benefits, amounted to $3.17. 

In a somewhat ludicrous effort to show that he does not possess monopoly 
power, Mr. Reuther develops an argument that I never made in order to have 
a strawman to knock down. He points out, in effect, that wages in other indus- 
tries show a slightly smaller percentage disadvantage in 1957 than in 1946, 
and claims that this is ample evidence to disprove the charge that the UAW 
wields monopoly power (pp. 34-86). All this proves, however, is that the 
monopoly power of the UAW in 1957 brought them a little less in excess wages 
than it did in 1946. (Even so, it should be noted that the absolute amount of 
the excess increased.) The best that can be said for Mr. Reuther’s argument 
is that it adds up to this, “I’m not quite so bad as I used to be.” Even this is 
doubtful, because the interpretation can equally well be that other unions have 
acquired relatively greater monopoly power than they had in 1946. 

Mr. Reuther attempts (pp. 31-82 of his statement) to discredit my testimony 
by criticizing my statement (made with respect to the BLS wholesale price in- 
dex of components for durable-goods manufacturing) that “the ‘Components for 
durable-goods manufacturing’ category is, in our judgment, more nearly repre 
sentative of the price trends of our aggregate purchases of materials and parts 
than any other single price index published by the BLS.” He implies that this 
index is not at all representative of the aggregate purchases of an automobile 
manufacturer. 

It is noteworthy that Mr. Reuther fails to suggest any other index that might 
be more nearly representative. In his earlier testimony, he cited the BLS index 
for all commodities other than farm products and food as being representative 
of automotive material costs. In his reply, however, he fails to refer to this 
index, presumably in an effort to avoid comparison of it with the one cited by 
me. Such a comparison shows that the index cited by Mr. Reuther is heavily 
weighted for such items as textile products, apparel, furniture, chemicals, gaso- 
line, tobacco products, and numerous other items having little or no relationship 
to the manufacture of automobiles. My statement still stands. In our judg- 
ment the “Components for durable-goods manufacturing” category is more nearly 
representative of price trends for our aggregate purchases of materials and 
parts than any other single price index published by the BLS. Obviously, it 
is more nearly representative than the index relied upon by Mr. Reuther. 
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In an effort to shift the blame for inflation to the manufacturers, Mr. Reuther 
asserts in his reply (p. 44) that “the quick response of manufacturers to an 
auto excise tax cut proposal belies their claim that price cuts would not sub- 
stantially increase sales.” He concludes by criticizing the hypocrisy of the 
manufacturers “in pretending that a price cut stemming from a tax reduction 
would have a different effect on sales than a price cut initiated by themselves. 

Here, the hypocrisy is all Mr. Reuther’s. He knows perfecetly well that a 
price reduction will severely reduce profits unless it brings about a much larger 
relative increase in sales, but that the removal of a discriminatory excise tax 
will be most welcome and will be sought by the industry, even though the in- 
crease in sales is no more, relatively, than the reduction in price. Ti 

Moreover, Mr. Reuther’s allegation is false that we have changed position in 
regard to the elasticity of demand for autos when talking about price reductions 
and excise-tax reductions. My testimony before the Joint Economic Commit- 
tee, and Mr. Ford's recent letter to you in response to Senator Douglas’ pro- 
posals, are clear cut on this point. ¢ 

In his original statement before the subcommittee, Mr. Reuther suggested 
legislation requiring advance notice and public hearings preceding any price in- 
crease by a company accounting for more than a specified percentage—say 20 
or 25 percent—of the total sales of its industry. by 

Commenting on the reactions of the companies, Mr. Reuther said in his reply, 
“The companies opposed that proposal in the strongest possible terms, but pro- 
duced no rational arguments against it” (p. 13). This comment by Mr. Reuther 
is simply untrue. I did not oppose the proposal as strongly as it should be 
opposed, and I offered some of, but by no means all, the rational arguments to be 
made against it. 

Superficially, this proposal by Mr. Reuther may appear attractive or, at worst, 
not very objectionable. Superficially, communism, too, may be an attractive 
idea. The trouble with Mr. Reuther’s proposal is the same as with commu- 
nism—in practice, it would work out very badly. 

The proposal would require definition of thousands and thousands of in- 
dividual industries—a job that can never be done satisfactorily. For the multi- 
tude of industries there would have to be a great administrative agency like the 
Office of Price Stabilization writing regulations and holding hearings. There 
would be interminable delays, the wasting of top executive time that should be 
spent serving the consumer, a downgrading of products to avoid hearings, ficti- 
tious and unnecessary introductions of new products, power politics and all the 
grief and immorality, both in Government and business, that comes when Gov- 
ernment mixes in the details of business. The result would be less price flexi- 
bility, reduced efficiency, a slowdown in progress, much unfairness, and a fester- 
ing sore in our economic system. 

There is an infinitely better solution. If the Antitrust Division or the Federal 
Trade Commission finds that competition is inadequate in any field to serve the 
public interest, let it require the structural changes and the changes in practice 
that are necessary. Then market processes and competition can do what a thou- 
sand-ring government circus can never do satisfactorily. 

In conclusion, let me repeat that I share with you grave concern over the pros- 
pect of more and more inflation. At the heart of that problem lie the tremen- 
dous monopoly power of the unions and their demands that push up costs and 
prices. The problem of inflation will never be solved by price and wage con- 
trols or by price and wage hearings. The problem of inflation will only be 
solved when we apply to labor unions the same basic principles that we do to 
business—that we will not tolerate organizations so powerful that they can, 
through their monopoly position and contrary to the public interest, drive up the 
wage level or the price level in an industry. 

Sincerely yours, P 
T. O. YNTEMA, 
Vice President (Finance). 


NADA COMMENTS ON EXCISE TAX PROPOSAL 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 


Washington, D. C., May 16, 1958. 
Hon. Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, Committee on the 
Judiciary, United States Senate, Washington, D.C. 


Dear Mr. CHARMAN: Thank you for your letter of May 6 which enclosed a 
copy of your bill, S. 3766, and the statement of Senator Douglas before your 
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committee on that date pertaining to certain tax reductions and, in particular, 
with respect to proposed changes in the present automotive excise tax laws. 

The National Automobile Dealers Association and its 25.000 members are 
grateful to you and the members of your committee for the deep interest which 
you have shown over the past few years in the automobile industry and in partie. 
ular the retail segment, and specifically for addressing yourselves to the subject 
of automotive excise taxes at this time. We share with you the thought that 
because of the prominence of the automobile industry in the economy of our 
Nation that any legislation designed to lift it out of the depths of the recession 
in which it has been mired for the past several months would contribute toa 
marked improvement in the overall welfare of our Nation. 

For many years the National Automobile Dealers Association has annually 
presented to the Congress an appeal to have the war imposed excise tax removed 
from automobiles. As you are fully aware this tax was imposed as a wartime 
emergency measure designed primarily to divert consumer resources into war 
production. The moral, as well as the economic justification for the elimination 
of this tax, has remained unchanged since the cessation of hostilities some 13 
years ago. 

The continuation of this tax has been unjustified. It is discriminatory anda 
major deterrent to revitalizing a No. 1 industry. 

We obtained the introduction in the Senate and in the House of Representa- 
tives of bills which embody the desires of the enfranchised automobile dealers 
as to how this situation should be rectified. I have reference to H. R. 11494, 
introduced by Congressman Thaddeus Mackrowicz, of Michigan, on March 19, 
which is now pending before the House Ways and Means Committee. Also 
8S. 8799, introduced by Senator Hubert H. Humphrey, of Minnesota on May 18, 
which is under consideration by the Committee on Finance of the Senate. The 
full efforts of our association have been marshaled behind these two bills. 

Reference to these 2 bills which differ only in the suggested effective dates will 
disclose that they embody 3 fundamental propositions. First, a complete 
elimination of the excise tax. 

In view of the buyer’s strike caused by remarks made by responsible Govern- 
ment officials that the excise tax might be reduced or eliminated, both of these 
bills contain a retroactive clause which is designed to encourage current purchases 
stimulated by the assurance that if the tax is removed it will be refunded to the 
purchaser. 

The second provision of these bills is that the floor stock refund provision 
existing in the present law would be preserved. 

The third feature is a requirement by law that the tax saving be passed on to 
the purchaser. This last aspect is merely a legislative expression of the already 
publicly announced agreement of both the automobile manufacturers and the 
automobile dealers that they would pass on any such tax saving to the purchaser, 

We feel that these are the irreducible minimum requirements of any legislation 
addressed to this problem. By the mandate of the board of directors and the 
membership of our association we are dedicated to seeking the enactment of such 
legislation. 

We welcome the opportunity which you have afforded us of expressing our 
views on §. 3766 and Senator Douglas’ proposal, about which you have inquired. 

The National Automobile Dealers Association has abstained from discussing the 
manufacturers price of their products. We believe that this is a matter for the 
sole determination of the manufacturers and is not within the purview of the 
dealer. It is nonetheless obvious that within reasonable bounds the less expensive 
the product the greater is its potential market. Such would be true of the auto- 
mobile as well as any other consumer commodity. There is such a thing as pric 
ing oneself out of the market, but how the manufacturer addresses himself to 
this problem is in our judgment, his affair. 

The enactment of S. 3766 would produce inequities among retail buyers. The 
tax on identical units sold by a single dealer would vary depending upon the as 
sembly plant at which the car was produced. Another difficulty would be en- 
countered, depending upon whether or not the factory or the dealer installed 
certain equipment. 

Certain established marketing practices engaged in by the manufacturers would 
be complicated or disrupted by S. 3766. There are various rebates granted dealers 
as a result of realizing certain retail sales objectives. Some manufacturers grant 
price allowances to dealers on units in stock at the end of a model year. The 
imposition of 8S. 3766 upon these two situations would be most undesirable. 
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In those localities where State and local sales and use taxes are based upon re- 
tail invoice prices paid by the retail customer to the dealer, the requirements of 
S. 3766 would result in the payment by the purchaser of taxes predicated upon a 
fictitious element of pricing ; namely, that element which would be refunded to the 
customer. 

The enactment of S. 3766 would appear to conflict with the purposes and intent 
behind S. 3500, the truth-in-labeling bill which, on May 14 unanimously passed 
the Senate. 

In view of these complicating factors we strongly commend to your most favor- 
able consideration the approach set forth in S. 3799 and H. R. 11494 as the 
preferable method of resolving the automotive excise tax problem. 

Again I wish to express our deep appreciation to you for the invaluable service 
which you and your committee have rendered to our industry and for affording 
us the opportunity of expressing ourselves upon legislation designed to affect us. 

Sincerely, 
FREDERICK J. BELL, 
Executive Vice President. 


UAW CORRECTION OF FORD MATDHRIAL 


Detroit, Micu., May 20, 1958. 
Senator Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR KEFAUVER: Mr. T. O. Yntema’s letter to you of May 15, 1958, has 
brought to our attention a clerical error in the material which was presented to 
the subcommittee on behalf of the UAW, affecting both the original prepared 
statement and the reply statement. 

The substance of the error is that the Ford Motor Co. payroll was given as 
$484.6 million for the year 1947 and $469.4 million for the year 1948, whereas the 
figures should have been $413.4 million for 1947 and $484.6 million for 1948. 

In both cases the incorrect figures were used as the basis for computations, with 
the result that some corrections should be made in the text and accompanying 
tables. 

I have been asked to send you the attached material, consisting of (1) a cor- 
rected version of the text under the subheading “Ford Unit Profits Soar Higher,” 
together with tables 17 and 17-A, all of which appear on pages 2388 through 
2389 of the record, and (2) a corrected version of the text and table which 
appear at page (i) ‘ and pages 28 through 31 of the reply statement. 

We should very much appreciate it if this letter and the corrected text and 
tables could be made part of the record. 

Sincerely yours, 
NaT WEINBERG, 
Director, Special Projects and Economic Analysis. 


Forp Unit ProFits SoAR HIGHER 


For Ford Motor Co., the figures are even more striking, as table 17 shows. 
Between 1947 and 1955’ unit sales increased by 176.7 percent while total pay- 
roll, again including a number of fringe benefits, and a high degree of inte- 
gration, increased by only 170.3 percent. Profits before taxes, however, increased 
by a fabulous 792.5. In other words, as the last two columns of the table 
show, between 1947 and 1955 Ford’s payroll per unit of sales actually fell by 
2.3 percent while the company’s profit before taxes per unit of sales rose by 
222.6 percent. Even comparing the much poorer year 1956 with 1947, payroll 
per unit of sales was only 20.8 percent higher while profits per unit of sales 
were more than doubled. 

In the case of Ford, we have anticipated that the company might dispute the 
comparison because 1947 was in its case, a year of relatively low profits. 
Ford Motor Co. even in 1947 earned a return of 15.5 percent before taxes on 
net worth at the beginning of the year, but this was substantially less than the 
25.5 percent earned in that year by all United States manufacturing companies 





10n file with the committee. 
*In the case of Ford, hourly payroll figures are not available back to 1947, and it was 
necessary to use total payroll data. All figures are for United States operations. 
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combined. We have therefore prepared a similar table 17-(A) in which the 
same comparisons are made for 1955 and 1956 with the year 1948, when 
Ford’s return was a substantial 22.8 percent before taxes. As the table 
shows, between 1948 and 1955, sales in constant (1948) dollars increased by 
132.8 percent, while payroll increased by 130.6 percent, but profits before taxes 
increased by 468 percent. Per unit of sales, profits increased by 144 percent 
while payroll decreased by 0.9 percent. If the comparison is made between 1948 
and 1956, payroll per unit of sales increased 22.4 percent while profit per unit of 
sales increased 53.4 percent. 

With regard to both Ford and General Motors, these figures indicate that a 
substantial part of the cost-of-living allowances paid to the workers, as well ag 
all the improvement factor gains, were paid for by increases in productivity, 

We fully recognize that we lack precise data, which only the corporation can : 
provide, on the actual changes in unit labor costs and unit profits for their 
various products. In the absence of such data, we do not pretend that calcula- 
tions such as those shown in tables 16 and 17 can produce more than approxi- 
mate estimations. But the figures would have to be changed very greatly indeed 
in order to refute the plain implication of these tables that profiteering and 
price gouging on the part of the corporations is the essential cause of price 
increases. We challenge the corporations to produce the actual data which will f 
enable this committee to determine for itself the relative movements in unit | 

' 
: 


labor costs and unit profits during the postwar period. 
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ANALYSIS OF FORD DATA SHOWS PRODUCTIVITY INCREASING BY 6.2 PERCENT PER YEAR 
FROM 1948 THROUGH 1955 


Mr. Yntema gave the committee a set of figures represented as a Ford car 
price index. This was based on prices of an 8-cylinder, 4-door Custom 300 
sedan, and equivalent models in earlier years. Since Mr. Yntema, in his testi- 
mony and in his prepared statement, consistently referred to this index as the 
Ford car price index,” and compared it with the company’s overall labor and 
material costs, we must assume that he considers it a representative figure 
for price increases in the entire Ford line. Mr. Yntema, does say that this 
index overstates the actual increase in Ford prices, but if that is so it would 
result in an understatement of the amount of productivity increase calculated 
on the hasis of the price index. 

We have the Ford car price index for each year, 1948 through 1957, and 
from the company’s annual reports we have the dollar amount of the com- 
pany’s sales each year. If the price index is representative, we can use it to 
deflate the sales figures from current dollars to constant dollars—that is, we 
can eliminate the effect of price increases and obtain figures which will show 
the change in actual physical volume of production between any 2 given years, 

In the same way, Mr. Yntema gives an index of average hourly labor rates, 
and we have Ford’s payroll figures for each year. Deflating annual payrolls 
by the index of hourly labor rates eliminates the effect of wage increases on 
payrolls, and yields figures which indicate the change in actual man-hours worked 
each year. The measure will not be exact, because the payroll figures include 
Salaried as well as production workers, but it will be very close unless there has 
been any substantial difference between the increases won by workers in the 
bargaining units and those granted to salaried workers. In our experience, the 
salaried workers have received approximately the same economic gains as were 
won by our members.’ 

In any case, they are the only figures bearing on this point with which the 
company has seen fit to provide the committee. 

On the basis of Mr. Yntema’s figures and sales and payroll data published by 
the company, we have made the following calculations of the extent of pro- 
ductivity increase at the Ford Motor Co. between 1948 and 1955: 


Calculation of Ford productivity increase, 1948-55 


{All dollar amounts in millions] 








1948 | 1955 
i ns peel $1, 971.2 $5, 594.0 
ee De ds plmmebibipnbeiwwe 100. 0 117.9 
Oe eS SOS. are ee $1,971.2 | $4,744.7 
(4) Index of constant dollar sales (1948= 100) (representing physical volume) ------ 100. 0 240.7 
ee aseeoewsnsil $484.6 | $1, 117.6 
(6) Ford index of hourly labor rates_____..._______- ee eS Se 100. 0 144.3 
(7) Payroll deflated by index of hourly labor [(5)+(6)] rates ..............-.-. an $484. 6 $743 9 
(8) Index of deflated payrolls (1948= 100) (representing man-hours). ...........---- 100 0 157.6 
a ee OE es et cnbacdcuasdesindiowacounnecs 100. 0 | 152.7 





In other words, 140.7 percent greater physical volume was sold in 1955 than 
in 1948, but only 57.6 percent more man-hours were worked, representing an 
increase in productivity per man-hour of 52.7 percent for the 7-year period. 
This represents an average rate of productivity increase at Ford Motor Co. 
of a little more than 6.2 percent per year, compounded annually. 

If, as Mr. Yntema claims, even his own Ford Car Price Index overstates the 
increase in prices, it would follow that the 1955 sales figure was deflated by 





1The productivity calculations would, of course, be more exact if based on counts of 
man-hours actually worked rather than on deflation of payrolls. For example, to the 
extent that some of the fringe benefits won subsequent to 1948 are not included in “pay- 
ro'l,” the estimate of the man-hours increase would be understated. On the other hand, 
the increased proportion of salaried workers, whose average earnings are higher than those 
of hourly workers, operates toward overstatement of man-hours. In addition, man-hours 
are very substantially overstated in 1955 because payroll reflects premium payments for the 
large amount of overtime worked that year while the index of hourly labor rates, accordin 
to Mr. Yntema, “assumes a constant amount of overtime hours in each year.” It shoul 
be noted also that there is no way, in this kind of calculation, to correct for additional 


man-hours resulting solely from the increasing degree of integration in the company’s 
operations, 
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too much in the above table, and that the increase in volume of production, and 
therefore the increase in productivity, was even larger than the figures indicate. 


Ford productivity since 1955 


The year 1948 was used as a base in the above comparison simply because it 
was the base chosen by Mr. Yntema in his tables. The year 1955 was de- 
liberately chosen for comparison because it was a year of full production and 
therefore indicated the degree of productivity increase which can be achieved 
when full production is maintained. It is quite true that continuing the figures 
beyond 1955 will show that productivity fell off sharply in 1956, and was only 
partially recovered in 1957. 

In reply to a question from Senator Goldwater as to why the rate of productiv- 
ity increase in the economy as a whole had apparently slowed up in 1956 and 
1957, Mr. Yntema suggested that technological improvement “may have slowed 
up in the last 2 years.” But Mr. Yntema’s own figures prove that that is not 
a sufficient explanation of what happened at Ford. If the same method as was 
used in the above table is used to compare the change in productivity at the 
Ford Motor Co. from 1955 through 1957, it will show that apparent productiv- 
ity dropped by 14.5 percent between 1955 and 1956, and although it recovered 
sharply last year, the figure for 1957 was still 5.2 percent below that for 1955. 
The figures, on the base 1948—100, are as follows: 








Ford produc- Percent 
tivity per change from 
man-hour | previous year 





This falling off from 1955 to 1956 cannot be explained on the basis of any 
slowing down in the rate of technological improvement. There is no reason to 
believe that it was due in any degree to a decline in technical efficiency. On the 
contrary, the company itself has indicated that its productivity potential in- 
creased during this period. In the 2 years 1956 and 1957 it expended $906 mil- 
lion for expansion, modernization, and replacement of facilities, excluding spe- 
cial tools. The 1957 annual report states: 

“In 1957, the company brought near to completion the expansion plan approved 
by the board of directors in 1955. A considerable increase in capacity and effi- 
ciency was gained through completion of 11 plants and facilities having an 
aggregate area of 9.5 million square feet and costing $335 million.” [Emphasis 
added. ] 

The simple and obvious explanation for the falloff in man-hour productivity 
is that between 1955 and 1956 Ford production of cars and trucks fell from 
2,615,000 units to 1,966,000 units—a decline of almost 25 percent. With that 
many fewer units over which the labor element of fixed costs could be spread, it 
is not surprising that apparent productivity per man-hour fell so sharply. 


Recession slows productivity increase 


To a lesser degree, what has happened at Ford has happened in the entire 
economy. The rate of increase in productivity has slowed down, not primarily 
because of any deficiency in technological advance, but simply because the whole 
economy has slowed down, with the result that industry is not making the 
most efficient use of either machinery or manpower. But the reason for the 
slowdown of the economy is basically an unbalanced distribution of purchasing 
power—too much to the treasuries of corporations which are no longer prepared 
to keep it in circulation through expanding investment, and too little to workers, 
farmers, and other consumer groups for whom increased income means an 
immediate increase in spending to meet their needs. 

We make this point as a reply to Mr. Yntema and others who have suggested 
that current wage increases should reflect no more than current increases in pro- 
ductivty. The UAW maintains that, as a minimum, wage increases should re- 
flect the average annual increase in productivity of which the economy is capable 
in periods of full employment, because only by gearing increases in wages to 
what is possible under full employment conditions can we achieve a distribution 


of purchasing power which will enable us to establish full-employment condi- 
tions, 
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Before leaving Mr. Yntema’s exhibit 15, there are 2 or 3 other points we 
should like to make. 


Ford prices rose 18 percent while unit labor costs fell 


As we have already shown, Mr. Yntema’s figures indicate that between 1948 
and 1955 productivity at the Ford Motor Co. increased by 52.7 percent. 

But in the same period, according to Mr. Yntema’s Index of Hourly Labor 
Rates, Ford Motor Co.’s labor costs per hour increased by only 46.3 percent. 

In other words, during this period Ford’s productivity increase was sufficient 
to pay all improvement factor increases, all fringe benefits, any increase in pay- 
roll taxes, and all cost-of-living allowance increases, and still bring about a 
reduction of 4.4 percent in unit labor costs. 

Yet in the same period Ford car prices, according to Mr. Yntema, increased 
by almost 18 percent. 


Buying power of Ford workers lagged far behind productivity 


Second, the real wages of Ford workers—the buying power of their earnings— 
lagged far behind their productivity. Between 1948 and 1955, living costs in- 
creased by 11.4 percent. Thus, although Mr. Yntema’s figures indicate that gross 
hourly labor rates increased by 46.3 percent, the buying power of the worker’s 
earnings (including fringe benefits) went up by only 31.3 percent, as compared 
with a 52.7-percent increase in productivity. 

In other words, on the basis of Mr. Yntema’s figures, the amount a Ford 
worker produced with an hour’s labor increased by 52.7 percent, but the amount 
he could purchase with an hour’s earnings increased by only 31.3 percent. 


Irrelevant cost index used 


In his exhibit 15, Mr. Yntema cited figures for a BLS Wholesale Price Index 
of “Components for Durable-Goods Manufacturing.” 





UAW REPLY TO FORD 


Detroit, Micu., May 29, 1958. 
Senator Estes KEFrAvveER, 
Chairman, Antitrust and Monopoly Subcommittee, Senate Judiciary Com- 
mittee, Senate Office Building, Washington, D.C. 


Dear SENATOR KEFAUVER: In view of the many misrepresentations of the 
UAW’s position contained in Mr. T. O. Yntema’s letter of May 15 to you, Mr. 
Reuther has asked me to request that the record be reopened for the addition of 
the enclosed reply. 

We recognize that the time limit which you set for the presentation of addi- 
tional matter has expired, but this request is forced by Mr. Yntema’s action 
in waiting until the very last minute and then introducing a letter which attacked 
the UAW as his did, obviously counting on the fact that it would be too late for 
us to reply before the deadline. 

Under these circumstances, I trust that you will find it possible to grant our 
request. 

Very truly yours, 
NAT WEINBERG, 
Director, Special Projects and Economic Analysis Department. 


Detroit, Micu, May 29, 1958. 
Senator Estes KEFAUvVER, 
Chairman, Antitrust and Monopoly Subcommittee, Senate Judiciary Com- 
mittee, Senate Office Building, Washington, D. C. 


Dear SENATOR KEFAUVER: Due to the pressing demands upon him at this time, 
Mr. Reuther has asked me to reply on behalf of the UAW to Mr. T. O. Yntema’s 
letter to you of May 15. 

Mr. Yntema’s letter, purporting to answer our reply statement submitted 
April 3 for inclusion in the record cf the Antitrust and Monopoly Subcommittee’s 
hearings on administered prices, follows the pattern of previous auto industry 
presentations in these hearings by substituting assertion for fact. In order not 
to clutter up the record by needless repetition I will confine myself to very 
brief comments, point by point, on the various questions raised by Mr. Yntema’s 
letter. 

1. The four points listed by Mr. Yntema which he blandly says “stand unre- 
futed” were all dealt with and refuted at some length in both our written and 
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oral presentations to the subcommittee. Examination of the record will leave 
no doubt that it is Mr. Yntema and not us who refuses to discuss the hard facts 
and specific issues involved. 

2. With respect to Ford productivity, we accept his correction of our calcula- 
tions and regret that we stated the rate of productivity increase flowing from 
those calculations as 5.7 percent a year when, as Mr. Yntema points out, it 
should be 6.2 percent. 

Mr. Yntema quarrels with the base and terminal years we have chosen for the 
productivity calculations. As we have previously noted, Mr. Yntema (as well as 
Messrs. Benson Ford and Ernest Breech) chose 1948 as the basis for all his com- 
parisons, with a few notable exceptions, to which we have called specific atten- 
tion. The year 1948 is clearly appropriate as a base year, since, like 1955, it 
was a year of high production for Ford and, therefore, a year when it could make 
most effective use of its productivity potential. In fact, 1948, far from being a 
year of “abnormally low production,” was, in terms of unit output of cars and 
trucks, the best year Ford had had since 1937. (Incidentally, Mr. Yntema fur- 
nished to the Bureau of National Affairs indexes of prices and labor costs which 
yield an even greater annual rate of increase from 1947 to 1955. See Daily Labor 
Report, April 2, 1958.) 

Mr. Yntema’s comparisons of 1950 with 1956 and 1957 were anticipated in our 
reply statement, in which we noted the relative declines in productivity in those 
years and pointed out, based on a statement by the company itself, that those 
declines occurred in the face of actual gains in technical efficiency. They 
occurred, in other words, because of decreases in volume that made it impossible 
to take advantage of improved technical efficiency. 

3. With respect to whether or not pricing in the automotive industry is com- 
petitive, Mr. Yntema has not yet furnished an explanation that reasonable men 
can swallow of how Ford’s second price increase on its 1957 models (to raise 
its prices to General Motors’ price levels for comparable cars) can be reconciled 
with competitive pricing. 

4. Mr. Yntema adds further to the mass of contradictory evidence on wages 
and fringe benefits previously placed in the record by himself and other industry 
witnesses by implying in his letter that increases in wage rates result in fringe- 
benefit cost increases equal to more than one-third of the wage increase, i. e., 
that 14 cents per hour in wage increases means an additional 5-cents-per-hour 
increase in fringe-benefit costs. Taking into account the fact that the cost of 
certain important fringe benefits, such as supplemental unemployment benefits, 
pensions, hospital and surgical insurance, etc., are not affected by changes in 
wage rates, and the fact that the benefits themselves were not improved during 
the 1956-57 period, this claim is obviously an even wilder exaggeration than 
some of Mr. Yntema’s previous exaggerations. 

5. Mr. Yntema attempts to rehabilitate his labor-monopoly charge against the 
UAW in the face of our exposure of the distorted nature of the wage comparison 
upon which it is based. Finding himself at a loss for rational argument, he 
resorts to the adjective “ludicrous” and the suggestion that the strength of other 
“labor monopolies” must have increased relative to the strength of the UAW. 
He reiterates his argument that a 19-percent differential between auto wages 
and those for all manufacturing industry is attributable solely to the UAW’s 
“monopoly power.” How, then, can he explain the fact that (according to data 
in the 1957 edition of the Department of Commerce publication Business Sta- 
tistics) average hourly earnings in the auto industry in 1934—several years 
before the UAW was born—were 28.9 percent higher than the average for all 
manufacturing industries? If the decline from a differential of 28.9 percent 
before the union to one of 19 percent after 20 years of union activity suggests 
monopoly power anywhere, it clearly indicates that such power must rest with 
the auto corporations. 

6. In discussing price indexes appropriate to the determination of auto-industry 
materials costs, Mr. Yntema says that our reply statement fails to refer [to the 
BLS Index for All Commodities Other Than Farm Products and Food] * * * 
presumably in an effort to avoid comparison of it with the one cited by me.” 
The fact is that we did refer to it (on page 50 of our reply statement), pointing 
out that Mr. Romney and Mr. Yntema were in disagreement as to the indexes they 
Claimed to be preferable to it. It is appropriate to note once again that Mr. 
Yntema is in a position to furnish precise data based upon his company’s records 
of prices paid for the materials actually purchased, but he has failed to do so. 

7. In his argument as to the difference in effect on profits between a price cut 
initiated by the manufacturers and a price cut resulting from an excise-tax reduc- 
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tion, Mr. Yntema again makes it clear that he welcomes an increase in sales only 
if it is achieved at no cost to his company. The data we originally presented to 
the subcommittee (tables 2 and 3 of that presentation) showed a clear recogni- 
tion tht even with increasing sales a price cut in 1957 would have meant dimin- 
ished profits; but table 2 also showed that even with no increase in sales the 
companies would have had profits after taxes ranging from 12.2 to 14.5 percent 
return on investment, compared with an average return of 11.8 percent for all 
manufacturing corporations. In the circumstances of 1958, with sales and 
profits what they are today, Mr. Yntema is apparently still unwilling to admit 
that a lower price and a larger market would have been a better choice for the 
auto industry and for the economy as a whole. 

8. The new objections raised by Mr. Yntema to the proposal for public hearings 
before price increases by industry-dominating corporations are even less reason- 
able than his orignal objections, as witness his crude attempt to link the proposal 
somehow with communism. The proposal would not require definition of thou- 
sands and thousands of individual industries—the definitions already accepted 
in the Standard Industrial Classificaton could be used to determine industrial 
divisons on as broad or as narrow a basis as would be required. No such body 
as the Office of Price Stabilization would be required, since the function would 
not be to regulate prices, but merely to make sure that price decisions were made 
in the cold light of public knowledge. For the rest, Mr. Yntema’s list of conse- 
quences of the proposal consists largely of an enumeration of the various kinds 
of immorality, to use his own term, in which businessmen might indulge in 
efforts to get around the law. Although there will always be some criminals and 
scofflaws in business as elsewhere, we do not believe, as Mr. Yntema seems to, 
that they are a major element. 

9. Mr. Yntema concludes with an appeal in support of the principle that we 
will not tolerate organizations so powerful that they can, through their monopoly 
position and contrary to the public interest, drive up the wage level or the price 
level in an industry. We endorse that principle wholeheartedly. We do not 
believe it applies to labor unions. Every attempt by Mr. Yntema to establish 
the so-called monopoly position of unions has been exploded by the facts, and, 
the evidence that wages have been running behind prices, rather than ahead of 
them, is overwhelming. The principle most certainly does apply, however, to 
corporations so large and powerful that they can dominate whole industries and 
dictate price levels, insulated from normal market forces. The surest way to 
destroy their power to impose unjustifiable price increases on the consumer is 
to give the public the economic facts behind every such price increase. 

Very truly yours, 
NaT WEINBERG, 
Director, Special Projects and Economic Analysis Department. 


CORRESPONDENCE ON U. 8. NEWS DATA ON AUTO FIGURES 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
June 5, 1958. 
MEMORANDUM 


To: Senator Estes Kefauver, chairman. 
From: Paul Rand Dixon, counsel and staff director. 


In accordance with your direction to me, stated in the record at an open hearing 
on May 1, to ascertain from the editor of the U. S. News & World Report the 
supporting data for the article from its issue of April 25, entitled “Who Gets the 
Dollars You Pay for a Car?” I asked the editor to furnish us with this infor- 
mation by letter dated May 1. 

By letter dated May 8 from the managing editor, Mr. Carson F. Lyman, I was 
furnished a memorandum from his economic unit meant to cover this request, 
with the request that the information be kept confidential. 

In order to respect this request of Mr. Lyman it is suggested that the enclosure 
to his letter not be made a part of the record. However, I have examined this 
enclosure and based upon my examination, I might state that the U. S. News & 
World Report had no information upon which it based its conclusion in its 
article that was not available to the subcommittee. As you know, the information 
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which was available to us was in the form of self-serving statements by the 
industry. I am unable to understand how anyone can be sure that such conclu- 
sions are correct unless actual figures from the manufacturers themselves are 
examined. The U. S. News & World Report had no such figures. 


It is suggested that only my letter to the editor and his reply be made a part 
of the record, exclusive of the memorandum. 


May 1, 1958. 
The EpITor, 7 


U.S. News & World Report, 
Washington, D. C. 


Dear Sir: The Subcommittee on Antitrust and Monopoly, of which Senator 
Kefauver is chairman, is at present conducting hearings on administered prices 
in the automobile industry. During today’s session, at the direction of the 
chairman, there was inserted in the record an article from your issue of April 
25 entitled “Who Gets the Dollars You Pay for a Car.” (Pp. 55-57.) 

On page 55 of the text of the article, and in the pictograms on pages 56 and 
57, you indicate that more than one-third of the increase in automobile prices 
is due to increases in direct labor costs. 

I am writing you at the direction of the Chairman to inquire on what facts 
or statistics you base your conclusion, and what are the sources of this infor- 
mation. You indicate your self that the sources fer the entire article have 
been taken from annual reports of General Motors Corp, official United States 
income statistics and reports of the Automobile Association and the National 
Automobile Dealers Association. Our staff has had these sources available to 
them, but do not find in them the basis for your conclusion about automobile 
labor cost. During our hearings in February, we specifically asked the presi- 
dents of General Motors, Chrysler, Ford, and American Motors to proviue us 
with this information. They declined on grounds that this was confidential busi- 
ness information. 

Since these figures were withheld from us by the automobile companies them- 
selves, the chairman is very interested in learning on what sources you base 
your figures in this article. 

Sincerely, 
PAUL RAND PDIxon, 
Counsel and Staff Director. 


U. S. News & Wortp REporrt, 
Washington, D. C., May 8, 1958. 
Mr. Paut Ranp DIxon, 
Counsel and Staff Director, Committee on the Judiciary, Subcommittee on 
Antitrust and Monopoly, United States Senate, Wushington, D. C. 


Dear Mr. Drxon: In reply to your letter of May 1, enclosed is a memorandum 
from our economic unit, covering the information you request. 
We would appreciate your keeping this confidential as we do not like to ad- 
vertise to other publications how we get our information. 
Sincerely yours, 
Carson F. LyMAn, Managing Editor. 


GMAC DATA 


GENERAL Motors Corp., 
Detroit, Mich., May 21, 1958. 
Mr. Pavut Drxon, 
Counsel and Staff Director, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, United States Senate, Washington, D. C. 


Dear Mr. Drxon: We are enclosing the responses, described in the attachment 
hereto, to the requests made during the subcommittee’s hearings on Friday, May 
2, 1958, for certain information and estimates with respect to designated matters. 

It is requested that these responses be included in the printed report of the 
hearings, and we would like, to the extent reasonably possible and practicable, 
to have these responses appear at the place where the request was made, so that 
the record will reflect the inquiries as to which they are responsive. 

We are also enclosing the final version of Mr. Stradella’s statement, or the 
Statement he actually made when before the subcommittee. Since the text 
differs somewhat from that in the statement delivered to you in advance of and 
for release in connection with Mr. Stradella’s ap; ainnce, it is requested that 
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this final version be substituted for the copy or copies now in the committee’s 
files and that this be the statement of Mr. Stradella which appears in the printed 
report of the hearings. 
Very truly yours, 
A. F. Power, 


Assistant General Counsel. 
[Attachment] 


Description of responses submitted by General Motors Acceptance Corp. to 
Senate Subcommittee on Antitrust and Monopoly with covering letter of May 21, 
1958 : 

1. Identification of individuals on boards of directors of Motors Insurance 
Corp. and General Exchange Insurance Corp. (1 page). 

2. Estimate as to retail financing of new cars (1 page). 

38. Loss ratio on group creditor life insurance based on information furnished 
by the Prudential Insurance Company of America (1 page). 


Boarps oF Drrecrors oF Morors INSURANCE CorP. AND GENERAL EXCHANGE 
INSURANCE CORP. 


EMPLOYEES (8) OF MIC AND GEIC 


Beyer, H. E., president Overman, D. G., vice president 
Bohne, A. G. vice president Sherman, E. H., vice president 
Greenawalt, S. D., vice president Whowell, G. S., vice president 
McGinnis, D. W., vice president Robson, C. A., treasurer 


EMPLOYEES (4) OF GMAC 


Stradella, C. G., president Zimmerman, J. O., executive vice presi- 
Callan, J. A., executive vice president dent 
Towell, T. W., executive vice president 


EMPLOYEES (3) OF GENERAL MOTORS 


Donner, F. G., executive vice president Russell, G., vice president 
Felli, J. C., assistant treasurer 


(Reference: Colloquy between Senator Kefauver and Messrs. Stradella and 
Power before the subcommittee on Antitrust and Monopoly of the Committee on 
the Judiciary regarding the directors of Motors Insurance Corp. and General 
Exchange Insurance Corp. Report of proceedings, May 2, 1958, vol. 14, p. 3072.) 


Estimate as to retail financing of new cars 














Percent 

Totel new Gener! Motors cars Gnanced. ek 100 
ae eer te tA Se eee es Bo es Se oe 43 
Sn NS NTN nen mstcesminticene stooges So icteaiahed ees 8 

ee ee eee re eal catia diasiuilmeinbiblabenbicaneumisaniianunes 39 
a. auahdieas ep elgierensiienapiiekia 10 
Inn cn URNS AUNT OR ORR CN I i sine asbsvceenien emma iareseminionenensmes 100 
Neen ee ok caentinaseeeaninarhmenasennweimumrecnaies 21 
So. «ses eceoeeicai-es eetameeneiasacanpeins 27 
I i i ie ee reennnin 42 
ahi 10 


(Reference: Senator Kefauver’s request that the Subcommittee on Antitrust 
and Monopoly of the Committee on the Judiciary be supplied with estimates 
relating to the financing of new cars sold at retail in the United States. Report 
of proceedings, May 2, 1958, p. 3265.) 
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Loss ratio on group creditor life insurance, 1957 policy year (12 months ended 
Sept. 30, 1957) 


nemo spirits. ow Soe Se) ba eeiel $17, 962, 297. 72 
eeaerres- Clearg@edo 8) 2 a a a tee $14, 477, 833. 00 
mee percent of Garned premium... 80. 6 


Note.—The above information is based upon information furnished by the Prudential 
Insurance Company of America. 

(Reference: Committee Counsel Dixon’s request that the Subcommittee on 
Antitrust and Monopoly of the Committee on the Judiciary be furnished loss ratio 
data, to be obtained from the Prudential Insurance Company of America. Report 
of proceedings, May 2, 1958, p. 3273.) 


DEFENSDB CONTRACTS AND AMERICAN MOTORS 


May 8, 1958. 
Hon. Nett McE roy, 


Secretary of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. McEtroy: On February 7, 1958, Mr. George Romney, president of 
American Motors Corp., in testifying before the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary, made the statement that American 
Motors had not received fair treatment in the placement of defense work since 
the formation of the corporation. He stated that his company had spent a great 
deal of its own money in doing research and development work for defense agen- 
cies in the hope that, as a result of doing such work, their ability would be 
proven and the company would qualify for contracts. 

Mr. Romney stated that although American Motors had done specific research 
work in the development of a lightweight military vehicle in conjunction with 
the Marine Corps, with the company’s own money, top procurement people in 
the Army had told him that the Army had placed research and development con- 
tracts with the Ford Motor Car Co. to apply single-unit construction to light- 
weight military vehicles because they did not consider American Motors quali- 
fied from a research standpoint to do such work and the Army thought American 
Motors was too small a company. 

Mr. Romney also stated that because of the experience of his company with 
respect to military research, American Motors was literally pulling out of the 
defense procurement field. 

I am transmitting herewith to you the pages of the transcript setting forth 
the colloquy between Mr. Romney and myself. 

One of the principal problems facing our economy today is just how to deal 
with the problem of increased concentration and resultant lack of price com- 
petition in our principal industries, such as the automotive industry. The Anti- 
trust and Monopoly Subcommittee is still engaged in its study in order to deter- 
mine whether or not our antitrust laws are presently sufficient to deal with this 
problem. Quite obviously, one aspect of the problem is the part that the execu- 
tive branch of the Government plays in connection with its procurement poli- 
cies, and principally, those of the Defense Department. Our antitrust laws 
have as one of their primary objectives the survival of the medium-size and 
small-business elements of our economy. Much of the good of these laws 
can be undone by unwise procurement policies of the executive branch. I do 
not mean to infer that in the automotive industry General Motors, Chrysler, 
and the Ford Motor Cos. should not have large contracts, but I do feel that 
smaller companies, such as American Motors Corp., should likewise be 
encouraged. 

It is requested that you have the subject matter of this letter and the en- 
closure referred to the proper persons for investigation and report to me. 

Sincerely, 


Estes KEFAUVER, Chairman. 


DEPARTMENT OF THE ARMY, 


Washington, D. C., June 10, 1958. 
Hon. Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, Committee on the 
Judiciary, United States Senate, Washington, D. C. 
Dear Mr. CHAIRMAN: Further reference is made to your letter of May 8, 1958, 
to the Secretary of Defense and reply thereto dated May 14 from the deputy as- 
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sistant to the Secretary of Defense (Legislative Affairs) stating Department of 
the Army being the agency which placed the contract with the Ford Motor Co., 
that agency will forward a report on the matter directly to the subcommittee, 
The following information is furnished concerning Mr. George Romney and the 
American Motors Corp. 

There appears to be a misconception as to the nature and scope of the contract 
with Ford Motor Co. Late in 1950, various companies were approached by the 
Ordnance Corps in an effort to effect a concept study contract for improvement 
of the then current jeep, the M-38, built by Willys Motors. Nash Motors wag 
one of these con:punies, but was not interested. Eventually, Ford Motors wag 
awarded the contract. 

As a result of this study, it was concluded that improvements which could 
be made in the M-38 were not worthwhile. In submitting its report, Ford Motor 
Co. included the design of an entirely new vehicle having independent suspension 
of all wheels, simplification and improved ease of maintenance and other features 
including reduction of weight. All components were to be developed, including 
engine, transmission, axles, and suspension. The unitized body construction 
which had heen in use for many years prior to its adoption by Nash Motors, was 
only one of the features of this vehicle. 

In June 1952 a contract was effected with Ford Motor Co. for the development 

of its proposed vehicle, and it is this contract, which was completed in June 
1954, to which Mr. Romney refers. Since that time there have been supplemen- 
tal contracts involving necessary modifications, but the basic design remained 
the same. All contracts have been completed, and the vehicle was type classified 
as standard in July 1957. 

As for the Mighty Mite, the United States Marine Corps placed a contract with 
the Mid-American Corp. for 10 prototype vehicles in August 1952. American 
Motors acquired manufacturing rights from the Mid-America Corp. in December 
1954. It should be noted that the American Motors Corp. was not in existence 
as a corporation prior to April 1954. A contract amounting to nearly $6 million 
was recently awarded by the Ordnance Corps to American Motors Corp. for 
manufacturing a quantity of Mighty Mites for the Marine Corps. 

I trust the above information will be of assistance to the subcommittee. 

Sincerely, 
J. H. MICHAELIS, 
Major General, GS, 
Chief of Legislative Liaison. 


(Pp. 2880-2883, hearings on administered prices—automobiles, before Senate 
Antitrust and Monopoly Subcommittee, February 7, 1958) 


Senator Kerauver. Do you discuss this matter of Government contracts later 
on in your statement? 

Mr. Romnry. No; 1 do not, Senator. 

Senator KEFAUVER. Well, I wanted to ask this question. You have had 
excellent engineering and scientific men with American Motors, have you not, 
Mr. Romney? 

Mr. Romney. That is correct. 

As a matter of fact, Senator, we had an excess of them after the merger of 
Hudson and Nash. We had more engineers and technicians than we could use, 
and also more facilities and equipment than we could use in our own activity. 

Senator Kerauver. It seems to me that practically all of the Government con- 
tracts 1 have read about have either been to General Motors, some to Ford, 
some to Chrysler, and as you say, a lot of them are funneled into Curtiss-Wright 
in order to keep Studebaker-Packard going apparently. 

How has American Motors fared on these Government contracts? 

Mr. Romney. Well, our judgment is that we have not received fair treatment 
in the placement of defense work since the formation of American Motors. 

We have sought it very vigorously. Actually, we spent a great deal of our 
own money in doing research and development work for defense agencies in 
the hope that, as a result of doing such work, we could prove to them our ability 
and could qualify for contracts. 

Our hopes have not been realized. We have found a disposition on the part of 
procurement officials in the Defense Department to place work with larger 
companies, to place the research and development work with the larger ¢com- 
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panies, and a disposition to feel that the smaller automobile companies were not 
qualified to do such work. 

As a matter of fact, Senator, we have had the ironical experience—I have had 
it personally—of having top procurement people in the Army tell me that 
they placed research and development contracts with the Ford Motor Car Co. 
to apply this type construction to lightweight military vehicles, because they 
did not consider us qualified from a research standpoint to do such work, and 
they thought we were too small a company. 

When I told them how big we were, that we were the 87th largest company 
in the United States, that we had these facilities that I told them about, and when 
I told them we had pioneered in this type of construcion, and they knew that 
because we had applied it to a lightweight military vehicle that we were develop- 
ing in conjunction with the Marine Corps, where we have spent our own money 
to develop it, why, they had to back up, and finally took recourse in the position 
that, well, we were an Air Force contractor rather than an ordnance con- 
tractor. It happened to be ordnance. 

Now, Senator, one of the most discriminatory defense situations that I know 
of is in this lightweight military vehicle field where the Ford Motor Car Co. 
has been paid more to do research and development work in applying single 
unit construction, a thing we pioneered, and they have had to hire some of our 
personnel to help them do this, they have been paid more to just take the jeep and 
take weight out of it with that process than is available in Marine Corps 
appropriations for development of the vehicle, the development of an air-cooled 
aluminum die-cast engine, and the Ford contract has no reference to an engine. 

We have developed the vehicle and the engine out of our own pocket, and the 
amount of money available for the procurement of actual production models, all 
those things add up to about the same amount that Ford has been paid for re- 
search and development work. 

I have been battling, Senator, for 2 years to get that contract consummated, 
and it is still not consummated, although the Marine Corps has been very anx- 
ious to proceed with it, and I have been—and furthermore, the Ordnance De- 
partment is proceeding with the other vehicle, despite the fact that the top re- 
search and development people in the Defense Department, including top Defense 
officials, have assured me at various stages here that on the basis of their own 
knowledge of the two vehicles, that the vehicle of our development is superior. 

I have been told by—I have been given such excuses as these in that connec- 
tion: 

No. 1, that the reason Ordnance was not interested in the development by the 
Marine Corps is that the Marine Corps developed it. 

No. 2, I have been told that the reason Ordnance has got to go ahead with the 
Ford research vehicle is because Ordnance has got so much money in the research 
program they have got to procure the vehicle on it, and I am still in the position, 
literally, where I have put the money, and it is more than $1 million, into the 
development of a product that top people say is superior to the other product, and 
I have not even—I have had $50,000 for modification of a vehicle, and I still do 
not know whether I am going to get a contract to even produce the ones that the 
Marine Corps want to buy because procurement has to be placed through Ord- 
nance. 

Senator KEFravuver. In other words, they have been paying Ford for research 
and development on the very thing that you have been 

Mr. ROMNEY. Specializing in. 

Senator KEFaAvuver (continuing). Specializing on? 

Mr. Romney. That is correct. 

Senator Kerauver. And spending your own money? 

Mr. Romney, That is correct. 

Senator Kerauver. And have done it successfully. That just does not look 
right to me. 

Mr. Romney. I think it is one of the most discriminatory situations I have en- 
oo in military procurement, and I think there is absolutely no founda- 

on for it. 

Senator Keravuver. I just hope sometime or other our Defense Department and 
our procurement agencies are going to get around to knowledge of the fact that 
what they do in their procurement has a great effect upon the existence of small 
business, on the ability of small business to build itself up to where it can com- 
pete more successfully, and the preservation of competition, and I certainly think 
that, all things being equal, a company like yours that is trying to build up to be 
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in a better competitive position, even better than your are, ought to be given 
some prior consideration, particularly when you are the innovator of the process, 

I am glad you have brought that out, because it has had a great effect upon our 
economy, and undoubtedly a considerable amount of concentration we have today 
is a result of the procurement policies of our own Government. 

Mr. Romney. The placement of these research and development funds with the 
larger enterprises—and I think that really needs to be considered from the stand- 
point of doing it on a basis where it does not simply increase the size of the larger 
companies. 

Senator Keravuver. It is a strange thing, you know, this happened in Demo- 
eratic administrations and at present, I think more at present, that the share 
of the hundred larger corporations has gone up and up and up in prime 
contracts. 

That we have the Department of Justice and the antitrust laws trying to 
keep competition going, survival of the middlesized and smaller businesses, have 
us here in these committees trying to see what we can do about it, trying to 
improve the laws and trying to create public opinion, and yet the executive 
branch, through its procurement policies works just the other way on items 
which can be made by small business. 

I do not mean to say that G. M., Chrysler, and Ford should not have contracts, 
and large contracts. 

Mr. RoMNEY. Right. 

Senator Kerauver. They have done their work well. But there should be a 
better place in the sun for you and others like you. 

Mr. Romney. Well, as a matter of fact, I have been told this in connection 
with some of these programs where we were spending our own research money 
to help develop production that the military was interested in: ‘Look, get 
smart, do not spend your own money. Do research only with money that we 
have got available, see.” 

Now, I want to say to you that our experience indicates that the military 
is not reaching to secure the results of such research and development as 
companies are willing to undertake on their own, and we, Senator, have pulled 
out, look, we have had such a discouraging experience in this military situa- 
tion and incidentally one of the principal pieces of business we had reason to 
expect was actually turned over to Curtiss-Wright as a result of this subsidiza- 
tion of Studebaker-Packard. 

Now, our experience has been such that we are literally pulling out of the 
defense procurement field. 

We are getting rid of the organization, we are getting rid of the facilities 
and the only contract we are still working on is this lightweight military 
vehicle where we have got more than a million dollars tied up in research and 
development work, and no prospect, and Senator, no prospect of recapturing it. 

But we would like to build the vehicle. 

Senator KEFAUVER. Well, that is a situation on which something ought to 
be done about it. We are going to send our findings to the Secretary of Defense 
and the procurement division, and I think it is important for Congress to help 
in a situation of this kind. 


CHRYSLER PRODUCT DEVELOPMENT 


CHRYSLER CorP., 
Detroit, Mich., July 30, 1958. 
Hon. Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


Dear SENATOR KEFAUVER: In reviewing the records of the 1955 and 1958 hear- 
ings before the Subcommittee on Antitrust and Monopoly of the Committee on 
the Judiciary, it appeared to us that our record is not complete in the area of 
product innovation. 

The attached information will, we believe, give a good idea of the important 
role our corporation has played in introducing new product advancements into 
the industry. 

If you feel this information will be useful to your subcommittee, we would 
appreciate having it included in the record. 

Sincerely, 
F. W. MIscH. 
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of an Economy ie 
Going to Pot 


How the stock market went berserk 

The unprecedented rise in the volume and price usually anticipates business changes 

of stocks during the bull market of the Twen- average of six months, ran behind other major 
ties is depicted in the upper-right chart. Be- indicators of business 

tween 1923 and 1929 the annual Dow-Jones chart directly at right. 

industrial average more than tripled, rising- did not begin to turn 

from 95 in 1923 to 311 in 1929. The value of 1929. But new orders for capital goods 
all shares listed on the New York Stock Ex- selected industries) had turned down in 
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Neo wonder everybody in the 1920’s talked of a “new 
era” of permanent prosperity. This chart, which com- 


. -tzial production, and employment, shows how steadily 
were the adjustments of 1923 and 1927. Each was a 


0 “second-best year.” The “Ford recession” of 1927, 
= sometimes 
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ascribed to Ford’s shutdown for retooling 
for the Model A, shows up as no decline at all. 
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Flare are the splienit Sats tu: the: spe WRIlaiiiieren: 
in the great “new era” economy of the 1920’s. It contained 
many weak spots—shown on the two charts at the imme- 
diate left and the four below. Residential construction . 
turned down after 1926 and so did consumer outlays for 
durable goods. Some reasons: a declining rate of population 
growth, relatively ineffective marketing techniques, a large 
and slightly growing concentration of income in the upper- 
income groups. And so business’ capital-goods purchases 
leveled off (except for a spurt in 1929 caused by the stock 
boom). All this portended an adjustment or recession. But 
the stock boom (top charts, opposite page) put false props 
under the economy, postponed the inevitable reckoning, and 
finally made a moderate correction meer 


How the pie was sliced 


Factory productivity, measured as output per gests: a rising share of national income in 
man-hour (top chart, left), increased rapidly the late 1920’s went to upper-income groups. 
throughout the Twenties. But hourly factory Interest, profits, rent (i.e., property income} 
wages did not keep pace in the second half of rose 14 per cent between 1926 and 1929, while 
the decade. Although some of the fruits of wages and salaries rose only 7 per cent, and 
rising productivity were passed on in lower proprietors’ income—that of farmers, profes- 
industrial prices, these reductions were only sionals, unincorporated businesses—tose only 
partially reflected in consumer prices. 1 per cent. This probably was a reason for the 

The lower chart shows what the upper sug- early saturation of the car and home markets. 
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Propuct INNOVATION—CHRYSLER CORP. 


Since its formation in 1925, Chrysler, Corp. has been a challenger in the auto- 
motive market and an innovator in product design in the automobile industry. 

The company’s first automobile, the 1924 six-cylinder Chrysler, was itself a 
challenger and an innovator born of some 4 years of secret development. The 
heart of this first Chrysler car was its high-compression engine which set a 
trend followed by the United States industry since the 1930’s. Other industry 
“firsts” in the engine included aluminum pistons, an oil filter with a replace- 
able element, and a carburetor with an air cleaner. Another feature was four- 
wheel hydraulic brakes. This car was design-styled for maximum public appeal. 

Product innovations in our cars of today include a new auto-pilot which pro- 
vides automatic speed control and pedal pressure warning when a preselected 
speed is about to be exceeded. The Chrysler-built torsion-bar suspension system, 
providing torsionaire ride, was introduced with 1957 models. This unique sys- 
tem provides smooth roadability. It is standard on all Chrysler-built cars and 
is the most recent of many fine-car features which our company has pioneered 
as standard equipment in all price classes. 

To keep pace with the post-World War II trend to suburban living, Chrysler 
Corp. assumed leadership in the development of station wagons. In 1949, our 
company pioneered all-metal suburban bodies and, for the following year’s 
models, added a roll-down tail-gate window. The rear-facing third seat, lock- 
able luggage compartment and use of rear fenders to enclose the fuel tank and 
spare tire were 1957 innovation in Chrysler-built cars. 

Listed below are the most significant innovations by Chrysler Corp. in the 
American automobile industry for the years 1924 to the present: 

1924: High-compression engine; aluminum pistons; oil filter with replace- 
able element; carburetor with air cleaner; four-wheel hydraulic brakes. 

1925: Enclosed rubber engine mountings; crankshaft impulse neutralizer. 

1926: Rubber spring shackles for better ride quality and control; adjustable 
front seats. 

1929: Rust-resistant fenders and sheetmetal parts; downdraft carburetor. 

1930: Self-lubricating Oilite bearings, which store oil in porous cavities. 

1981: Floating power, a means of mounting an engine with rubber mounts, so 
placed at points to provide engine performance with the least vibration; fully 
automatic vacuum and centrifugal spark control. 

1932: Power brakes; roller bearing universal joints to transmit power more 
efficiency ; silent-U spring shackles ; exhaust valve seat inserts. 

1933: All helical-geared transmission to increase smoothness of engine power 
through drive train to rear wheels. 

1934: One-piece curved glass windshield, forerunner of today’s compound 
curvature windshield; Airflow design principle, which set pattern for scientific 
weight distribution to provide rhythem of ride of 80 to 100 cycles per minute 
as in a human walking; ride-stabilizer bar; interlocking body and frame of all- 
steel construction; synchronized front and rear springs: Amola steel, a new 
high-strength carbon molybdenum steel; automatic overdrive. 

1986: Built-in defroster vents. 

1937: Fully insulated rubber body mountings; safety padding on back of 
front seat for increased protection of rear seat passengers. 

1938: Superfinish, a new method of finishing surfaces making possible com- 
mercial finishes so smooth that no scratch is more than one-millionth of an inch 
deep ; fluid drive, the first production automobile item eliminating metal-to-metal 
contact between engine and rear driving wheels—forerunner of today’s advanced 
automatic transmissions; rubber-insulated steering gear. 

1939: Power-operated convertible top; diesel truck engine having fuel injec- 
tion timed according to engine speed. 

1940: Rotor-type oil pumps; two cylinders in front wheel brakes for added 
safety: safety-rim wheels which markedly increase the ability of a driver to 
keep his car under control when it has a blowout by assuring that the tire remains 
attached to the wheel rim. 

1941: Roll-down rear-quarter windows for convertibles. 

1946: Oilite porous metal filter in fuel tank; full-flow oil filter, providing for 
filtration of all engine oil in system; elimination of center pillar to achieve con- 
vertibe styling in hard-top model. 

1949: All-metal station wagon; Cyclebond brake lining; combination ignition 
and starter switch actuated by key; pressure-vent radiator cap; safety-cushion 
dash panel; self-energizing hydraulic disc brake; nylon upholstery fabrics; 
splashproof ignition system; resistor spark plugs as standard equipment. 
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1950: All-electric window lifts; internal expanding parking brake at trans- 
mission; air-cooled brakes; a roll-down windew in station wagon tailgate. 

1951: Full-time power steering; hemispherical combustion chamber YV-8 en- 
gine: Oriflow shock absorbers; forced air-cooled brakes. 

1954: Experimental gas turbine passenger car engine of regenerative type; 
coaxial power steering. 

1955: Polyspheric combustion chamber offering power advantages of hem- 
ispherical combustion chamber and greater ease of manufacture; one-piece 
molded plastic headlining. 

1956: Mechanical pushbutton control of automatic transmission; all-transistor 
radio in volume production car; center plane brakes offering total contact of 
brake lining surface to brake drum and thus increasing braking efficiency and 
reducing lining wear. 

1957: Rear-facing third seat in suburban; lockable suburban luggage com- 
partment: suburban spare tire and fuel tank under rear fenders; one-piece 
windshield with compound curvature for greater visibility and styling appeal; 
curved side windows: twin dual headlamps. 

1958: Autopilot, providing automatic speed control and pedal pressure warning 
when a preselected speed is about to be exceeded ; air-conditioner unit with dual 
evaporators and blowers. 

Most of these innovations have been subsequently adopted as standard in the 
industry. They were made possible because Chrysler Corp., throughout its his- 
tory, has fostered excellence of engineering. 

One of the company’s first major expenditures was for a four-story laboratory 
and office building at Highland Park. Mich., for the Chrysler engineering division, 
The building was completed in 1928 and the division now has 11 buildings at 
Highland Park providing its anproximately 5,000 scientists, engineers, stylists, 
designers. technicians, and supporting personnel with upward of 1.300.000 square 
feet of laboratory and other floor space. Included is the Chrysler Engineering 
Institute, set up in 1931 and chartered 2 years later by the State of Michigan 
to grant advanced engineering degrees. A 4,000-acre proving grounds is located 
at Chelsea. Mich. 

The tradition of engineering excellence has spread to the manufacturing area, 
and the scientific approach to preblem solving fostered by engineering mokes a 
strong contribution to Chrysler Corp. management. Today a large number of 
engineering-trained men hold high executive positions in manufacturing and 
other staff and line areas. 

The intense concentration on technology has served the Nation threugh our 
company’s major role as a supplier of military equipment and materiel during 
World War II, the Korean action, and up to the present. This contribution to 
defense needs continues through our comnany’s role as prime contractor for 
Redstone and Jupiter missiles, and as a supplier of tanks and trucks for military 
use. 





FORD PRODUCT DEVELOPMENT 


Forp Moror Co., 
Dearborn, Mich., July 31, 1958. 
Dr. Jonwv M. Brat, 
Staff Feonomist, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D. C. 


Dear Dr. Buatr: Here is a list dated July 29, 1958, of some of the Ford firsts 
in the design and manufacture of automobiles, discussed with you over the 
telephone last week. 

Perhaps you will overlook the split infinitive in the introduction, for which I 
am not responsible. 

Sincerely yours, 


WiLtrAM T. GosseETT. 


Jury 29, 1958. 
The following is a list of automobile features and manufacturing techniques 
which originated in the Ford Motor Co. Most of these items have previously 
been set out chronologically as Ford firsts, but certain other items and explana- 
tory remarks have been added to better bring out the importance of these 
contributions. 








aOR 


~l 


f 


Oe ne 


ADMINISTERED PRICES 4163 


ENGINE 


1. In 1906 we first combined an engine and transmission to form a single 
assembly for mounting in the vehicle chassis. 

2. 1906: We introduced a wiring harness to replace separate wires used 
throughout the chassis. 

8. In 1907 we introduced the removable cylinder head for multicylinder engines. 

4. In 1908 we produced the first cast-in-block 4-cylinder engine. 

All of these innovations were soon adopted by the rest of the industry and 
are still being incorporated in engines today. 

5. The model A was the first eugine ou a low-priced car to apply full-pressure 
lubrication. This engine was also the first production engine in which the crank- 
shaft was balanced both statically and dynamically. 

6. In 1932 we first mass produced V-S8 engines. 

Up to our introduction of the Ford V-8, such engines had been used oniy in 
luxury cars. By applying many revolutionary techniques in the manufacture 
of our engine, we were able to reduce its cost so that it could be used in low- 
priced cars. Unless we had pioneered this development, it is doubtful if the 
V-8 would be used today outside of the high-priced field. 

General Motors produced this type of engine for their Cadillac car but in 
both instances when they attempted to use it on their medium-priced cars, the 
projects were failures. 

7. An important feature of the Ford V-8 was the temperature and pressure 
controlled intake manifold heater. This device made use of the entire exhaust 
from one bank of cylinders to quickly heat the intake manifold. This had 
always been a drawback in V-type engines. 

8. The 1932 Ford V-8 was the first automobile engine to employ a cast alloy 
steel crankshaft. 

9. In 1951 we still further improved our crankshafts by casting them from high 
strength iron alloy. 

10. Our automatic transmission was the first automatic 3-speed gear trans- 
mission coupled with a hydraulic torque converter. 

11. In 1952 we were the first to introduce full flow oil filters. 

12. In 1953 we introduced ventilated ignition breaker points. 

13. In 1955 we introduced gasketless spark plugs. 

14. We also introduced cast exhaust valves. Heretofore engine valves had 
universally been forged. The cast valve materially increased valve life. 

15. In 1952 we introduced valve rotators in passenger cars. 


CHASSIS 


16. Drop center wheel rims were introduced in America on our model A in 1927. 

17. We were also the first to employ snap-on hub caps. 

18. While disk-type wheels had been installed on a few automobiles, the 
model A car was the first to provide what is now known 4s a spare wheel. Upto 
this time most cars used demountable rims and artillery type wheels, and those 
few cars which used wire wheels which could be removed usually equipped these 
wheels with demountable rims and fastened them on with complicated spanner 
nuts. Our contribution was the idea of providing 5 quickly detachable wheels 
and tires for each vehicle and carrying 1 wheel and tire as a spare so that the 
whole unit could be readily changed instead of having to install a rim on an 
existing wheel. 

19. Also in 1927 we introduced the first seam-welded gasoline tank. Up to 
that time all gas tanks were soldered to prevent leakage. This one innovation 
has done more to reduce fire loss than any other safety feature we have since 
employed. 

All of these model A innovations proved to be so successful that they are still 
being used on all motor vehicles today. 

20. The model A car was the first car in which hydraulic shock absorbers 
were provided as standard equipment. 

21. In 1929 we introduced high resistance ignition wires to reduce ignition 
noise in radio receivers. 

22. The model A was the first car which used an electric windshield wiper as 
standard equipment. 

23. We were the first to introduce suspended brake and clutch pedals. This 
permitted mounting the master cylinder in an accessible place on the firewall 
80 that brake fluid level can be readily checked. 
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24. In 1954 we introduced the ball joint type of suspension. This feature not 
only made steering easier but maintained wheel alinement for a much longer 
period. The modern wide tread tires would not have been usable without this 
innovation. 

These two features have been extensively copied by the rest of the industry. 

25. In 1958 we introduced the automatically adjusted brake. Various devices 
had been suggested for automatically adjusting brakes but we were the first to 
incorporate a satisfactory unit on a production car. 


BODY 


26. In 1915 we produced the first closed 5-passenger car in which a single door 
on each side gave access to all of the 5 seats. This was the predecessor of all of 
the present day coaches. 

27. We also introduced the first station wagon model in the industry. 

28. In 1927 we were the first to install laminated safety glass in the windshields 
of cars as standard equipment. We were also the first to establish a manufac- 
turing source for laminated glass in this country. 

Our use of laminated safety glass was not just a matter of selecting this type 
of glass. We first had to secure patent rights from the Triplex Co. in France 
and then arrange to have facilities built in this country to produce this glass. 
A large expenditure of money was necessary before we were able to get the first 
laminated windshield. Once these sources had been established, the rest of the 
industry adopted this type of glass. 

29. In 1932 we introduced the first car in which the front fenders were con- 
structed as part of the body. Up to that time the body stopped at the engine 
oe and the fenders were simply bolted onto the front part of the vehicle 

rame. 

30. In 1933 we introduced synthetic enamels on automobiles to improve the 
life of the body paint which was then lacquer or pyroxylin. 

31. We also invented and patented an infrared paint drying process which is 
still being extensively used and gave free licenses to the rest of the automotive 
industry as well as to hundreds of other industries. 

32. The 1936 Lincoln Zephyr was the first to enclose an engine in an engine 
compartment of the vehicle and to provide a hood pivoted at the windshield for 
giving access to the compartment. The Franklin car had a pivoted hood, but 
the body only extended to the firewall so that it really had no engine compartment. 
Other cars of this period were all provided with hoods which lifted from the 
sides. The Zephyr started the modern trend of extending the body over the 
whole engine and radiator and providing an alligator-type hood for giving 
access to the engine compartment. 

33. The Lincoln Zephyr was also the first car to enclose a radiator with an 
ornamental grille in the front of the body. 

84. In 1938 we invented the inwardly tilting seat back which gave better access 
to the rear seats in tudor vehicles. Free licenses were given to our competitors 
so that this improvement could be fully utilized by the industry. 

85. The 1949 Lincoln was the first to use a one-piece, curved windshield. 

36. Our 1958 Continental was the first to employ a rigid, retractable back light 
on a convertible model. 

87. We also introduced the power operated rear window on sedans. 

28. We introduced the first production retractable hardtop and engineered the 
first automatic header locks for this type of vehicle. Since then these automatic 
header locks have been used extensively on convertibles. 

89. Our Lincoln convertible was also the first to provide a top well which was 
automatically operated by controls on the instrument panel. 

40. We believe we were the first to provide electric operated door locks. 

41. We also introduced many innovations in the modern vehicle air condi- 
tioners and heater controls which have materially contributed to the wide use 
of these accessories. 

42. We pioneered the safety package consisting of padded instrument panel, 
dished steering wheel, and safety door locks. We also were first to introduce 
safety helts on vehicles but probably our chief contribution along this line was 
in providing a safety package that did not depend for its effectiveness on the 
use of the seat belt. It may take years to educate the public to use seat belts but 
in the meantime our safety package is materially increasing the safety of auto- 
mobile travel. 
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MANUFACTURING PROCESSES 


43. In 1907 we were the first to mass produce parts by mounting a large 
number of parts on a moving table and then performing a single machine opera- 
ation on all of the parts. This was the initial concept of mass production. 

44, In 1907 we first started the use of alloy steels in the critical parts of a car. 

45. In 1907 we also introduced electric resistance welding to automobile bodies. 

46. In 1913 the moving chassis assembly line was introduced by us in the 
automobile industry. 

47. In 1920 foundry practice was radically changed by placing what had been 
stationary molds on a conveyor and moving them past a pouring station, instead 
of carrying the molten metal to the stationary molds. 

48. In 1921 we designed and built the first continuous plate glass manufac- 
turing line. Heretofore all plate glass was formed as a batch process. This 
materially reduced the cost of closed-type cars and did more than anything else 
to popularize this type of vehicle. 

49. In 1930 we were the first to use stainless steel on exterior parts and our 
demands of 18-8 stainless started this industry. 

50. In 1937 the first transfer-type machine was introduced by us in the auto- 
mobile industry. 

51. In 1951 we installed the first automated cylinder block machine line in the 
automotive industry. 

52. One of our very important contributions to the industry was the introduc- 
tion of shell molding in this country. This process was invented in Germany 
during the last war and was picked up by our technicians after the war. By 
the terms of the armistice agreement the patents were placed in the public 
domain and anyone could have used them in this country. However, only our 
company was willing to gamble the money necessary to develop the process. 
After much experimental work the process was refined so that it became eco- 
nomically better than the dry core type of molding. Now all of the industry 
uses this type of molding and employs machines identical to those which we 
developed. 

53. We introduced water-base frame painting which eliminated a serious fire 
hazard in all vehicle plants. 

54. We pioneered titanium carbine cutting tools which are a marked improve- 
ment over cemented tungsten carbide tools. 

55. We invented nonaging, deep-drawing steels. 


OTHER INNOVATIONS 


56. In 1918 we introduced the first farm tractor in which the engine, trans- 
mission, and rear axle formed the structural part of the unit. 

Up until this time all farm tractors were, like cars, built around a frame. 
Due to the rough ground over which such vehicles had to operate, the frames 
were always inadequate to prevent weaving, which resulted in misalinement of 
the parts. By rigidly coupling the engine, transmission, and axle together, we 
obtained much greater rigidity and in effect made the present farm tractor 
possible. 

57. In 1989 we introduced the first farm tractor which carried the ground- 
engaging tools on the tractor. This concept revolutionized the farm tractor 
industry and at the present time practically all of the tractor makers have 
changed over to this type of farm equipment. 

58. In 1933 we pioneered the first engine-exchange policy whereby owners 
could secure practically a new engine at less than the usual cost of an engine 
overhaul. This policy has since been enlarged to include clutches, fuel pumps, 
carburetors, distributors, brakeshoes, and other parts. 

Considering the innovations contributed by the rest of the industry, I believe 
that we have made more of the important and universally accepted contributions 
than have any of the other car manufacturers. 








4166 ADMINISTERED PRICES 





(From Economic Report TO THE PRESIDENT, 1958) 


TABLE 7.—World industrial production, 1955-57 
[Index, 1953= 100] 





1957 


Country 1955 1956 


Ist 2d 3d 4th 
quarter | quarter | quarter | quarter 


Not seasonally adjusted 














World: ! 
Incliding United States_..........--.. 110 2115 119 120 3115 (‘) 
Excluding United States.............- 118 2125 129 133 3127 (4) 
Seasonally adjusted 
| | 
ic ccntnncciecnscccanenens 119 125 130 131 | 131 | 3131 
elite helen tidaahehionndneewda 133 138 144 146 147 | (*) 
a nenetras 116 129 127 25) su7] 
NE tid alicia tinh ntn tn talaleeytions os cients 112 111 118 116 | 113 (*) 
DELS bec iA cecudecewuckwedciws 117 6 129 142 143 | 144 7151 
Germany, Federal Republic--.......-- 129 139 147 148 146 7 146 | 
at taal eae 130 134 142 145 149 (4) 
Dh aan oebaukbigsastdececouca et 108 104 102 104 100 | (4) 
ed dias. citdecusidhedeceddcbtnscesk 118 128 135 137 138 (‘) 
I s esuicctlbocastiantsomees 118 124 130 127 126 7124 
i ee ee 117 122 123 128 128 | 7 128 
tr ae ee. eaaewan lll 114 118 120 119 | (4) 
Wrnided: RGA OtR . 6 isos ccs wdene. ces 114 113 113 116 116 7115 
I iE dd leek tattatencnnemenie 107 114 117 115 114 7112 | 
i tee 104 107 109 107 107 104 
| 
Not seasonally adjusted 
iid citi tdbibdedectiiniadesptedecs | 116 126 133 149 (‘) (4) 
tata ctmeeainnenain’ 117 142 150 164 164 7159 
Yugoslavia. _..- 132 145 150 165 170 (4) 
Argentina 118 117 111 120 7131 (4) 
cdi ta AN a ln hill sieccncmtirapinngee 102 104 95 (4) (4) (*) 
I hat Sia sitll cacti itechessihaperiicinel 112 112 (4) (4) (*) (*) 
DE. scccaevkusneeghbantitinnnsecduénn 119 130 (4) (‘) (*) (4 
1 Exelding U. S. S. R. and other members of the Soviet bloc. 


2 Quarterly figures for 1956 are: for the world including United States, 114, 116, 112, 119; for the world 
excliding United States, 122, 128, 122, 130. 


* Preliminary estimates by Council of Economic Advisers. 
4 Not available. 

5 Reflects Jnly strike. 

6 Average of quarterly figures for 1956 would be 134. 

? Partial data for quarter. 


Sources: United Nations and Organization for European Economic Cooperation (except as noted). 
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33210 
33220 
33911 


34392 
| 34637 
34638 
34713 
35192 


35194 


35592 
35612 
35813 
35851 
35855 
35857 

3589 

3593 


36141 
36145 


36214 
36911 


37171 
37172 
37173 

722 


3723 
37411 


7412 
7414 
37512 


— 
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Product class 


PRIMARY METAL INDUSTRIES 


Gray iron castings 
Drop, upset and press steel forgings (only closed die) 
FABRICATED METAL PRODUCTS 


Cast tron heating boilers 
Job stampings, automotive_.._........---- 
Incandescent vehicular lighting equipment__.. 
Diesel engines, except truck and bus 


MACHINERY, EXCEPT ELECTRICAL 


Parts and attachments for internal combustion engines, except 
automotive and aircraft 
Foundry machinery and equipment. 


RPS SRUIT IO os ici ae a c'scnnedtnecirenbancstnctie 


Parts, attachments for household. 
Household mechanical refrigerators (electric or gas) 
Condensing units 
Other refrigeration and air-conditioning equipment 
Service and household machinery 
Ball and roller bearings 


ELECTRICAL MACHINERY, EQUIPMENT AND SUPPLIES 


Fractional horsepower motors 
Motors, generators, and control apparatus (including parts) for 

land transportation equipment 
Household ranges, electric. 
Storage batteries SLI type 


TRANSPORTATION EQUIPMENT 


Passenger cars, knocked down or assembled 
Truck tractors, truck chassis, and trucks produced from chassis 
made in the establishment 
Motor coaches other than tro'ley buses (code 37423) produced from 
chassis made in the establishment 
I aa ek dh Iau rignssmns iain 
BPOTUES DOO eo iiccs -~tacaudbeuccnsccubverseet 
Locomotives (new)—railroad road-service-type, including com- 
bination lines and switching-type..............--.....--------- 
Locomotives (new)—switchin:z-type 


Parts for locomotives, including tenders, for sale separately_..----- 


Bicycles and parts 


1 Value of shipments and percent figures are for 1954. 
2 Not available. 


Source: 85th Cong., Ist sess 


trust and Monopoly to the Committee on the Judiciary, U. S. Senate, 1957. 


Report of the Federal Trade Commission on Industrial Concentration and Product Diversification in 
the 1,000 Largest Manufacturing Companies: 1950, January 1957. 


I a Baa a 


Other stamped or pressed metal end products.-...-..........----- 














Value of 
shipments ! 


Thousands 
of dollars 
$1, 513, 457 

204, 916 
513, 873 


73, 801 
474, 349 
184, 188 
141, 223 
247, 134 


iene tithayssnsdnwarepatianaeannne was 289, 858 


62, 480 
80, 044 
37, 857 
574, 356 
85, 274 
707, 940 
184, 477 
533, 796 


436, 458 


81, 403 
164, 110 
258, 840 


9, 471, 779 
1, 732, 114 


78, 634 
3, 190, 539 
191, 012 


187, 235 
50, 553 
107, 812 
72, 035 
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Product classes in which General Motors was 1 of the 4 leading companies, 1950 


Percent of 
value of! 
shipments 
produced by 
4 leading 
companies 





3 8 


Sez 


(?) 
() 


., Concentration in American Industry, Report of the Subcommittee on Anti- 


















ADMINISTERED PRICES 


[From the Commercial & Financial Chronicle, January 17, 1956] 


FACTFINDING Boarp Reports ON GENERAL Motors DISPUTE 


Recommends a general wage increase of 1914 cents per hour, or 
6 cents above company’s offer. Says proposal is in line with national 
wage-price policy and is related to adjustments which have already 
been made in portions of American industry. Award accepted by 
UAW union, but rejected by General Motors as unacceptable in 
whole or in part as basis for settling strike. GM says offer of hourly 
increase of 1314 cents still stands and “refuses to pay higher than 
competitive wages because of financial ability.” 


In accordance with its plan, the three members of the Factfinding Board 
appointed by President Harry S. Truman, consisting of Lloyd K. Garrison, 
Milton S. Eisenhower, and Walter P. Stacy, issued its report on January 10. 
This document of over 20,000 words, which covers every phase of the dispute 
between the UAW-CIO Union and the General Motors Corp., specifically 
recommends that the company grant a general wage increase of 191% cents per 
hour to members of the union and that the 1945 contract between General 
Motors and the union, which was canceled by the company on December 10 last, 
be restored. As was expected, the union officials announced in a letter to 
the President, dated January 13, that they were willing to accept the Fact- 
finding Board’s recommendation, but the General Motors, within 24 hours after 
the recommendations were made public, issued a statement through its presi- 
dent, Cc. E. Wilson, that the recommendations were “unacceptable in whole or 
in part.” 

The recommendations of the Factfinding Board as contained in its report to 
the President, together with the formal replies of General Motors and the union’s 
officials, follow: 

RECOMMENDED SETTLEMENT BY BOARD 


“Since it is apparent that the parties cannot reach an agreement, it falls to 
this Board to recommend a specific figure in the hope that it will afford a basis 
for bringing this prolonged conflict to a prompt and peaceful end. 

“Taking into account all the circumstances, the Board has concluded that 
a general wage increase of 1914 cents, or 6 cents above the company’s offer, 
would be fair and consistent with the public interest in the maintenance of a 
stabilized economy. 

“To each of the parties we make the following comments with respect to this 
recommendation. 

“To the company we have this to say: 

“1. The award is within the probable range of the loss of take-home pay 
which will result from a shorter average workweek in 1946. If we have under- 
estimated the probable extent of overtime in 1946, there is an element of loss of 
earnings through downgrading and demotion which, though it cannot be meas- 
ured, should in our judgment be given some weight along with loss of earnings 
through shorter hours. 

“2. The proposal is in line with the national wage price policy. 

“3. It is reasonably related to adjustments which have already been made 
by some portions of American industry. As a leader of American industry, 
General Motors ought to stand in the forefront of those employers who are 
doing what they can to cushion for their workers the economic shock of the 
transition from war production to civilian production. 

“4. The company faces a period unprecedented in its history, when the demand 
for its products will in all likelihood exceed its maximum capacity to produce. 
The company will go into this period in a very favorable position: with a more 
efficient working force, as experienced workers return from the war and take 
the place of newcomers to industry; with new and up-to-the-minute plant facili- 
ties, which will come into operation in the latter part of the year; and with an 
increasing productivity through technological advance which can be expected 
to make itself felt significantly at least toward the end of the first year of 
operation. 

“To the union and to the workers we have this to say: 

“1. If, as we believe is probable, the hours worked in 1946 will average a 
fraction over 40, based on a normal 40-hour week, the amount here recommended 
would make up the entire loss of earnings from reduction of the wartime hours 
worked in 1944. If the hours should average close to 41, the loss would be more 
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oa gua up, and overtime premium pay would further increase the effect of the 
benefit. 

“2. If in this respect our judgment should prove faulty and the hours should 
average 40 or less, the loss would still to a very large extent be made up. Presi- 
dent Truman said on October 30, 1945, ‘We cannot hope, with a reduced workweek, 
to maintain now the same take-home pay for labor generally that it has had 
during the war. There will have to be a drop. But the Nation cannot afford 
to have that drop too drastic.’ If there should be a drop in this case, we do 
not believe that it would be a drastic one. 

“We conclude with these general observations: 

“1. There is laid upon us an obligation not to recommend an increase which 
we believe would have inflationary consequences. We have satisfied our con- 
sciences on that score so far as the company is concerned. 

“In weighing the General Motors offer of 13% cents (approximately 12 per- 
cent) we think it pertinent to consider how other companies and industries 
have been meeting the present-day problem of wage adjustment. 

“Information from the Bureau of Labor Statistics indicates a steady flow of 
substantial wage increases in varying amounts, company by company and indus- 
try by industry. These variations are, of course, to be expected, and will con- 
tinue. Some of the adjustments are only provisional, with reopening provisions 
contingent upon the settlement in General Motors. These provisions were entered 
into with the expectation that higher adjustments would result from that 
settlement. 

“The situation as reported to us may be summarized by saying that if General 
Motors were to make a wage adjustment limited to 13% cents it would fall 
definitely into the lower group of employers who have been granting wage in- 
creases, and that if it were to make an adjustment of 16 cents or more it would 
be in the category of the highest paying employers and in the position of 
leadership of American industry which it has occupied in the past. In earning 
capacity, and in prospects for profitable and continuous maximum production, 
it is outstanding among American corporations. We stress this fact not as a 
ground in and of itself for establishing a wage increase, but as a significant ele- 
ment which may properly be taken into account in determining the full weight 
to be attached to the factors of cost of living, reduction of weekly hours and down- 
grading and demotions. 

“2. So far as the rest of the automobile industry is concerned, it is recognized 
that the settlement in this case will affect the wage levels of all automobile 
companies, not necessarily identically or all at once, but fairly speedily and more 
or less to the same extent. It is well known that General Motors has consistently 
been the most profitable of the automobile companies. Only one other company 
approaches it in this respect. Except in the case of General Motors, however, 
published data on hours, wage rates, material costs, income and profits are 
meager. We have examined them and are unable to come to any clear con 
clusions; but one fact stands out, and that is that all the companies produced in 
1941 much less in proportion to their capacity than General Motors; and there- 
fore, under the peak demand to be expected in 1946, they are likely to be able 
to operate at a proportionately higher volume in relation to 1941 output than 
General Motors. Under these circumstances we do not think that there would 
be any occasion for considering a downward adjustment of the proposed General 
Motors wage increase on the ground of price consequences to the industry. 

“3. So far as industry generally is concerned, we wish to emphasize as sharply 
as we know how the fact that we have endeavored to decide this case upon its 
own particular merits. We have not evolved any formula or set of rules to be 
applied in other cases. Each case must stand upon its own footing and be judged 
accordingly.” 

IV. SPECIFIC RECOMMENDATIONS 


“1. We recommend that the company grant a general wage increase of 19% 
cents an hour. 

“2. In line with the customary practice of American industry in similar situa- 
tions, we recommend that the status quo prevailing before the strike be restored 
by the reinstatement of the 1945 contract between the parties which the com- 
pany canceled on December 10, 1945 (as it had a right to do). 

“3. We recommend that, after the reinstatement of the contract and nending 
its expiration on April 28, 1946, the parties settle by collective bargaining the 
remaining issues between them. 
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“4. We recommend that the strike be called off and that the employees be 
returned to work without discrimination because of their participation in the 
strike. 

“5. We recommend that the management, the union, and the workers join in 
a wholehearted effort to restore production as speedily as possible, to continue 
it without interruption; and to lift it to new levels of efficiency and capacity 
in the interests of all the people.” 

(Signed) Luioyp K. Garrison. 
Mitton S. E1seENHOWER. 
WALTER P. Stacy. 


THE GENERAL MOTORS REPLY 


C. E. Wilson, president of General Motors, on January 11 made the following 
statement with reference to the fact-finding board’s recommendations: 

“The fact-finding board’s report recommending a wage increase of 19'4 cents 
per hour and the reinstatement of the wartime labor agreement between General 
Motors and the UAW-CIO which, after careful consideration, was canceled by 
General Motors on December 10, 1945, is unacceptable to General Motors in whole 
or in part as a basis for settling the UAW-CIO strike of General Motors plants. 

“The General Motors offer to increase the wages of all hourly rated employees 
an average of 13% cents per hour, or $1.08 per day, still stands. The Government 
has stated that living costs are up 33 percent over 1941. Our offer, when com- 
bined with other increases made since January 1941, fully compensates for this 
accepted increase in the cost of living and would raise the average employee's 
rate of pay more than 33 percent over what it was in January 1941. 

“The additional 6 cents recommended by the board members is based on cer- 
tain assumptions by them which, in the opinion of General Motors, are unsound. 
The board tried to justify this amount in part by devious take-home-pay argu- 
ments. Actually, the recommendation is based on the assumed ability of General 
Motors to pay this excess wage. The board made its own forecast of the future 
operations of the business and its own estimate of profits that might result from 
such operation. General Motors has rejected the unsound principle that a spe- 
cific company should be forced to pay higher than competitive wages because of 
its financial ability. 

The canceled General Motors UAW-CIO agreement contains many provisions 
ordered by the National War Labor Board. These provisions were included as 
a result of the war emergency and at a time when the union’s no-strike pledge 
was in force. Provisions ordered by the National War Labor Board were not 
arrived at through collective bargaining but were accepted under protest and 
only because of the war. Many provisions of the canceled agreement were not 
practical and sound for peacetime operations. A better agreement must be devised 
through collective bargaining to assure efficient and uninterrupted operation of 
General Motors plants.” 

THE UNION’S ACCEPTANCE 


On January 13, within 2 days after the fact-finding report, the General Motors 
Council of the CIO United Auto Workers, according to the New York Times, sent 
to President Truman the following letter accepting the terms recommended : 

“Delegates to the National UAW-CIO General Motors conference, representing 
300,000 workers on strike, have carefully considered the report of your fact- 
finding board in a special meeting in Detroit today. 

“We have voted to recommend to the General Motors workers that they accept 
the board’s recommendations of a 19'4-cent-an-hour wage increase and reinstate- 
ment of the 1945 contract on the following conditions: 

“That you are successful in persuading the corporation to reconsider and 
accept the board’s recommendations by January 21, 1946. We are willing to 
postpone achievement of our full equity in the situation in the public interest. 
For that reason, and that alone, we make the above offer. 

“Unless the corporation changes its present position and accepts the recom- 
mendations it must assume full responsibility for prolonging the strike and for 
forcing upon the General Motors strikers and the Nation further hardship. 

“In the event the corporation does not accept the board’s recommendations by 
January 21, we shall have no choice but to withdraw our offer to accept the 
board’s recommendation of a 1914-cent-an-hour increase and insist upon our 
equitable demands. 
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“If you are able to secure the corporation’s acceptance of the 19% cents 
increase and the reinstatement of the 1945 contract, and the corporation nego- 
tintes a satisfactory settlement of local issues, on that basis we are prepared to 
terininate the strike. 

“We welcome the clear statement in the fact-finding board’s report that the 
wage increase will not require any price increase. We believe that this represents 
a sinashing victory for the General Motors workers, for the policies of your 
administration, Mr. President, and for the American consumers as a whole. 

“We believe that the courage and sacrifice of the men and women who have 
manned the General Motors picket lines for nearly 60 days deserves the honor 
and respect of every American for the successful fight they have made to hold 
the price line. They have been, and still are, a bulwark against higher prices 
and inflation 

“Our «offer to you, to accept the board’s recommendation for a 1914-cent-an- 
hour increase, is made as our contribution to the national interest and with a 
view to achieving full production and full employment at the earliest date. 

“We are constrained to say that the 1914-cent-an-hour figure does not grant 
the GM workers the increase which the arithmetic of our case proved and 
justified. 

“The 1914 cents wage increase which the fact-finding board recommends rep- 
resents a finding of fact for the volume of production achieved in 1941. 

“The fact-finding board in assuming that 1946 production levels would not 
exceed 1941 levels departed seriously not only from the facts of the General 
Motors case but from the objectives of new high levels or production and em- 
ployment without which the economic basis of peace cannot be achieved. 

“General Motors workers have wore faith than your fact-finding board in 
America’s ability to achieve record levels of production in 1946. The war dem- 
onstrated the productive ability of our tools of abundance. 

“We want to use these tools of abundance in peace and we want to use them 
in full in 1946. Record volume of production in auto and other industries can 
be achieved in 1946. Maximum production is our most potent weapon against 
inflation—1946 levels of auto production will far exceed the 1941 levels. 

“The board's report lays the basis on which the General Motors workers can 
in the future rightly claim additional compensation as we achieve these higher 
levels of production. 

“CAPRICIOUS” ACTS CHARGED 


“We believe you should call to the attention of the American people the record 
of capricious irresponsibility displayed by General Motors in this dispute. The 
General Motors Corp. refused to bargain in good faith, refused Government 
conciliation, rejected arbitration, scorned cooperation with your fact-finding 
board, and now, within 24 hours after this report was issued, and without giv- 
ing it serious consideration, General Motors has rejected the board’s recommen- 
dation. 

“It is regrettable that in our democracy the managerial clique that rules this 
$2 billion corporation can be self-deluded into thinking of itself as a sovereign 
state, not subject to the same moral laws that regulate our other institutions and 
not responsible to the interests of the Nation and its people. 

“Since the corporation has rejected the bvuard’s recommendations, we are 
forced to intensify further our strike action. 

“We are, therefore, informing you that we are requesting the UAVW-CIO 
strike strategy committee to take steps to see that UAW members in tools and 
die-jobbing shops immediately cease work on all General Motors work. 

“Tf necessary, we shall ask that the same action be taken in plants working on 
General Motors parts and accessories, in order to bring the full weight of the 
union’s economic pressure to bear upon the corporation. This is an economic 
weapon whose use we had withheld thus far in the hope that a fair settlement 
could be reached without resorting to that action. But apparently economic 
force is the only language this insolent corporation understands.” 


GM’s STATEMENT TO PUBLIC 


Following the statement made to the fact-finding board, the General Motors 
Corp. issued a public statement signed by Alfred P. Sloan, Jr., its chairman, and 
C. E. Wilson, its president, explaining its position and pointing out that the ac- 
ceptance of the “ability to pay” principle would mean eventually a regimented 
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economy and the end of private management of business. The text of this 
statement, made public on December 29, follows: 

“General Motors Corp. has faced what it believes to be a highly critical issue. 
It has made its decision. It is important that the public understand the issue, the 
issue at stake transcends the interests of General Motors. There is involved 
something far more consequential, a most vital principle. 

“Is American business in the future as in the past to be conducted as a competi- 
tive system? Or is the determination of the essential economic factors such as 
costs, prices, profits, etc., upon which business success and progress depend, to be 
made politically by some governmental agency instead of by the management 
appointed by the owners of the business for that purpose? 

“America is at the crossroads. It must must preserve the freedom of each unit 
of American business to determine its own destinies. Or it must transfer to some 
governmental bureaucracy or agency, or to a union, the responsibility of manage- 
ment that has been the very keystone of American business. Shall this responsi- 
bility be surrendered? That is the decision the American people face. America 
must choose. 


MEANS A REGIMENTED ECONOMY 


“General Motors has made its choice. It refuses to subscribe to what it believes 
will ultimately become, through the process of evolution, the death of the Ameri- 
can system of competitive enterprise. It will not participate voluntarily in what 
stands out crystal clear as the end of the road—a regimented economy. If this is 
what the American people want, they must make that choice through their ac- 
credited representatives in Congress. General Motors declines for itself to take 
such a great responsibility. 

“It may be said that this is an exaggeration. It is not. All business questions 
are interrelated. Costs, prices, wages, profits, schedules, investments must be the 
responsibility of management. Political determination of such relationships 
means regimentation. 

“The idea of ability to pay, whatever its validity may be, is not applicable to an 
individual business within an industry as a basis for raising its wages beyond the 
going rate. 

IMPLICATIONS OF “ABILITY TO PAY” 


“Consider the implications of such a principle. Who would risk money to 
develop or expand.a business under such circumstances? Where would be the 
incentive to do a more efficient job? Would it be intelligent to destroy the 
incentive for efficiency? Would it not be more intelligent to subscribe to the 
principle that no one should be forced to pay more than the going rate? Should 
General Motors, assuming it is more efficient, be required to pay more for mate- 
rials, for transportation, for services or for wages than its competition? And 
how much more, determined by a political Government agency? 

“Do you subscribe to the belief that you should pay for what you buy or the 
services you use on the basis of your financial resources? It is clear that this is 
the principle involved. 

“The President of the United States has appointed a Fact-Finding Board to 
inquire into the circumstances involved in the demands of the UAW-CIO upon 
General Motors and to make recommendations related thereto. 


READY TO GIVE RELEVANT DATA 


“General Motors stood ready to supply the Board with all necessary data 
regarding wage rates, employees’ earnings, hours of employment, and all other 
relevant information regarding wages and employment. 

“However, the Board has ruled that General Motors’ ability to pay will be 
considered as a factor in determining an increase in wages. This would require 
an appraisal of costs, prices, prospective volume of business, investment factors, 
expenses, and the entire forward operating program of the business. Thus the 
Board would assume the most vital functions of management. 

“General Motors is not contending that it has or has not the ability to pay. It 
has always paid liberal wages. It has attempted through protracted collective- 
bargaining sessions to determine what is fair and equitable today. It has madea 
fair and liberal offer to the union. 

“Notwithstanding the importance of reestablishing employment and resuming 
production at the earliest possible moment, the above reasons have made it im- 
possible for General Motors to participate in the proceedings of the Board under 
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the procedures as now established, and it has therefore withdrawn from the hear- 
ings. It takes that position with great regret. But it does so in the sincere 
belief that this action is in the long-term interest of employees, consumers, in- 
vestors, and of the public as well—and of higher standards for all.” 


REUTHER’S STATEMENT TO PUBLIC 


As a rejoinder to the General Motor statement to the public, issued on Decem- 
ber 29, Mr. Reuther immediately made public the following in which he accused 
the Wall Street interests back of General Motors of opposing national policy 
and instigating a widespread industrial war: 

“The President’s Fact-Finding Board will shortly report its findings and rec- 
ommendations in the UAW-ClO-General-Motors wage dispute to President 
Truman, If those findings and recommendations are based upon the arithmetic 
of the case, and if the President and the American people will insist that the 
Wall Street managers of General Motors Corp. honestly negotiate an agreement 
based on the economic facts in the case, General Motors workers and the Ameri- 
can people will be spared a winter of industrial war that may spread to all of 
American industry. 

“We are encouraged by the fact that the corporation’s attempt to dictate the 
terms of the investigation and is arrogant departure from the hearings have not 
swerved nor slowed down the work of the President’s Fact-Finding Board. 

“We hope that the Board will complete its task next week and that the Presi- 
dent may move swiftly to acquaint the American people with the Board's findings 
and recommendations. This strike is costing the corporation little in money but 
much in public confidence and respect. The corporation is falling further and 
further behind in the make-ready race for mass production in 1946. Naturally, 
General Motors workers want the strike ended at the earliest possible date, both 
because they want to get back to work and because they want the great General 
Motors productive machine to be turning out goods next year along with the 
other units in the automobile industry. 

“But the General Motors workers, who have already sacrificed so much in this 
strike, will not accept less than the 30 percent increase in wage rates needed 
to maintain take-home pay, except and to the extent that the economic fucts may 


show that General Motors cannot pay that increase without increasing prices 
to the consumers. 


“HOLDS WALL STREET OFFICIALS CONTROL GM 


“We agree with the spokesmen for the Wall Street officials of General Motors, 
who are sacrificing the corporation’s production-operating policies to their own 
financial policies, that the determination of this dispute will largely determine 
the future of the Nation’s economy. In this wage dispute we are fighting with 
all the determination and sincerity we possess for the winning of the peace 
here on the homefront. The Wall Street lawyers who have been substituted 
for the operating management raise the moth-eaten battle flags that the forces 
of special privilege have carried for the past hundred and fifty years. Theirs 
are the voices and the slogans of the past. America is going forward to a better 
future, of full employment, full production, and full consumption. 

“We believe that the American people will not be frightened by hysterical 
screams of ‘revolution.’ We are through with blind acceptance of the bad old 
days of boom and bust, of chronic mass unemployment. 


“WANTS 50 PERCENT BETTER LIVING STANDARD 


“General Motors workers are determined not only that they shall not be 
pushed further down the treadmill by reduced take-home pay, but that the na- 
tional welfare and their own security and opportunity shall be promoted by 
maintenance of take-home pay as the first step forward toward the achievement 
of a standard of living 50 percent better than we have ever had before. 

“The workers’ demands to maintain take-home pay, keep prices down, and 
thereby maintain and increase purchasing power are geared to the welfare of 
the whole community, the needs of the whole Nation. We refuse to operate as 
an economic pressure group attempting to make progress at the expense of the 
community. We want to make progress with the community. 
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“It is this realistic and constructive view of the wage-price-profit relationship 
which GM spokesmen hysterica)ly call evolution. 


“SEES SACRIFICE OF ‘FOUR FREEDOMS’ 


“If General Motors rehash today of Walter Gordon Merritt’s speech yester- 
day before the President’s Fact-Finding Board represented the thinking of all 
American business then we would have to say, ‘God help the American people.’ 

“War veteruns and the common people could write off their wartime sacri- 
fices as bad investments and kiss goodby to the promises of the four freedoms— 
full employment, full production, and full consumption. 

“Here is expressed again—and undoubtedly will be reproduced in expensive 
advertising throughout the Nation—the socially backward thinking of the Wall 
Street wing, as opposed to the production wing of General Motors management. 
It amounts to another instance of the failure of big business to meet its social 
responsibilities. 

“Free enterprise cannot for long remain either free or enterprising under such 
leadership and such thinking, the kind of reckless, irresponsible, buccaneering 
thinking that led us into the depression of the thirties and World War ITI. 

“Free enterprise is killing itself when it refuses to recognize that the main- 
tenance and increase of purchasing power to keep pace with technological prog- 
ress is its own lifeblood. 

“Free enterprise, to survive, must learn that it has more and greater re- 
sponsibilities than merely producing a cash return for its investors. It must 
make its contribution to the welfare of the community as a whole; it must 
meet and help solve the problem of unemployment and recurrent depressions. 


“GM OPPOSES NATIONAL POLICY 


“In the position it is now taking, GM is out of step with America. Its out- 
dated economic thinking is opposed to the national policy; it is opposed to the 
wishes and the hopes of the vast majority of the American people, who de- 
voutly and fervently want to see realized the promise of a postwar world of 
peace, freedom, and plenty. 

“But in the arrogance of its great wealth the financial clique which controls 
General Motors Corp. is a dangerous force. 

“The GM strikers walking the picket lines in Detroit and Flint and Janes- 
ville, Wis., and all the other cities where GM plants are on strike, are fighting 
the fight of the majority of Americans in city and farm alike. They are truly 
fighting the fight for ‘More and better things for more people.’ They are fight- 
ing to give economic substance to ideals for which the war was fought. 


“HAVE SUPPORT OF ORGANIZED LABOR 


“GM workers have the support of organized labor, church leaders, and of peo- 
ple in all walks of American life; even hundreds of General Motors stockhold- 
ers support their cause. 

“General Motors has again turned down an effort at a fair and equitable 
settlement, just as it had previously turned down fair collective bargaining. 
Government conciliation, public negotiations, and voluntary arbitration. The 
Wall Street clique still wants to fight the issue out according to the law of the 
jungle, in a raw struggle of economic power. 

“If facts and reason fail again, as they failed in our 3 months’ effort to 
negotiate with General Motors, we are prepared to stay on the picket lines for 
the duration of this homefront war, however long it may last. This fight 
is for keeps. Upon its outcome hangs the future of America. If we win, we 
and those from whom we buy our food and clothes and fuel and other neces- 
sities and comforts of life will win ground on which to build an America of 
new economic and political freedom. Should we lose, it would be 1919 and the 
twenties all over again. We are right and we will win.” 
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FORD DATA IN RESPONSE TO SUBCOMMITTEE REQUESTS 


Forp Moror Co., 
Dearborn, Mich., March 10, 1958. 
PAUL RAND DIxon, Esq., 
Counsel and Staff Director, Subcommittee on Antitrust and Monopoly of 
the Committee on the Judiciary, United States Senate, Washington, D. C. 


DEAR Mr. Dixon: The following data are being supplied in response to requests 
by members of the subcommittee during our appearance on February 4 and 5. 


1. Price elasticity of demand for new passenger cars 


A discussion of price elasticity of demand for passenger cars, and our comments 
on the staff memorandum dated February 3 and entered in the record as a 
subcommittee exhibit, are attached as exhibit I. 


2. Passenger car makes entering and leaving the industry 


A list of passenger car makes entering and leaving the industry during the 
period 1922-57 is attached as exhibit II. 


o 


8. Effect of profit-sharing plan proposed by UAW-CIO on Ford Motor Co. profits 
and corporate income tares 

A schedule showing the estimated effect on Ford Motor Co.’s profits and 

Federal income taxes for the years 1955-57 if the profit-sharing plan proposed by 

the UAW-CIO had been in effect during these years, is attached as exhibit ITI. 


}. Unit passenger car and truck production compared with hours worked, 1950-57 


A schedule comparing hours worked by hourly and salaried employees in United 
States commercial activities of Ford Motor Co. with unit car and truck output 
for the years 1950-57 is attached as exhibit IV. 

5. Personnel and exrpenses of public relations activities 

In 1957, the company’s expenses for public relations activities approximated 
$2,900,000. These activities employed 157 persons, about half of whom were in 
clerical capacities. 

These totals reflect expenses and personnel of the operating divisions and field 
offices throughout the country as well as the group located at the company’s 
central offices. They also include certain activities not generally considered to be 
exclusively of a public relations nature such as the traffic safety and highway 
improvement department and the educational affairs department. 


» 


6. Cost of new-model changeover 


If major model changes were made in all Ford Motor Co. car and truck models 
in 1 year, it is estimated the tooling, engineering, and stvling expenditures would 
total about $440 million, or $189 per vehicle on the basis of 1957 volume of 
2,340,000 units. This estimated total of $440 million excludes launching and 
rearrangement costs, facility expenditures, piece-cost changes, and abnormal 
costs associated with introduction of the Edsel car line. 

Changes of this magnitude, however, do not take place in every produc line in 
every year. A more normal annual expenditure per unit might be in the area of 
$150 per unit for tooling, engineering, and styling costs, or about $350 million. 
in total. 

As I pointed out in my testimony before the subcommittee, we have found it 
necessary and desirable to spend increasingly larger sums for product improve- 
ments. The competitive nature of the automobile industry has made it impos- 
sible for us to recover through price increases the full amount of costs associated 
with product improvements and higher labor and material costs. To offset 
the unrecovered cost increases, we must look to higher volume, improved effi- 
ciency, or both. 


7. Comments on subcommittee exhibit No. 36 


With reference to the subcommittee’s exhibit No. 36, showing product classes 
in which Ford Motor Co. was 1 of the 4 largest companies (in terms of value 
of shipments produced) in 1950, we observe that, in all cases, the product classes 
in which Ford Motor Co. is among the 4 largest producers are closely related to 
our principal function of producing cars, trucks, and tractors. In some cases, 
we believe the share of total output accounted for by Ford Motor Co. was rela- 
tively small, despite the fact that the company was among the 4 largest producers. 

We hope that this information answers your requests satisfactorily. 

Sincerely, 
T.O. YNTEMA., 


22805 0 58 pt. 7 55 
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Exuisit I. Price ELasticiry oF DEMAND FoR NEW PASSENGER CARS 


The following discussion is in response to a question addressed to Mr. T. O 
Yntema by Senator Kefauver during the testimony on the afternoon of February 
4, 1958. The discussion also refers to the staff memorandum dated February 
3, 1958, and entered in the record as a subcommittee exhibit. 

In assessing the impact on volume of changes in 1958 model passenger car 
prices, it is necessary first to establish the average price increase on 1958 models. 
Probably the best measure of this is to be found in the Bureau of Labor Statistics 
Wholesale Price Index. The passenger car component of this index (1947 
49=100) rose from 136.4 in September 1957 to 140.3 in November and December 
1957, an increase of slightly less than 2.9 percent. The assumption of a 4-percent 
increase, set forth in the staff memorandum of February 3, 1958, and entered as 
a subcommittee exhibit, appears erroneous. 

It is elementary that the only way to measure accurately the influence of any 
one variable (e. g., price) upon another variable (e. g., car sales) is to hold all 
other factors constant. The price elasticity factors in the various formulas 
developed by professional researchers measure the percentage change in sales 
volume attributable to a 1-percent change in price, other factors remaining 
equal. The following table illustrates the volume effect of a 2.9-percent price 
increase, using the elasticity factors cited in various research studies: 


Loss of volume resulting 
| from 2.9 percent price 

Study | Price elas- increase 
| ticity factor!) 


| Percentage Units ? 
rome eS aon LLs Salli aod 
Suits-de Janosi__-- | —0.8 2.3 135, 000 
Nerlove... -.9 2.6 150, 000 
Chow | —1.1 3.2 185, 000 
Atkinson - - -. —1.4 3.1 240, 000 
Roos-Von Szeliski____- —1.5 4.4 255, 000 


' Rounded to nearest tenth. 
? Unit loss from 5.8 million base, rounded to nearest 5,000 units. 


According to the 5 studies cited above, the volume loss attributable to price 
would range from 135,000 to 255,000 units. Even the highest estimate (based 
upon the prewar Roos-Von Szeliski study) is only about half as great as the 
500,000-unit decline mentioned in your staff memorandum of February 3, 1958. 

The wide discrepancy between your staff’s estimate of volume loss in 1958 and 
the range of estimates in the above table results from your staff's inclusion of 
projections for changes in income and number of households, as well as price. 
In other words, the 500,000-unit decline refered to in your staff’s estimate would 
result from a combination of three factors, rather than from price alone. In 
this connection, it is worthy of note that every one of the studies listed above 
concludes that income changes have a far greater impact on car sales than price 
changes. This is clearly demonstrated by a comparison of the price and income 
elasticity factors: 


Study Price Income 
elasticity elasticity 
Suits-de Janosi-__.- —0.8 +3.0 
Nerlove 19 L198 
Chow -1.1 +1.7 
Atkinson =i 4 1-9 
Roos-Von Szeliski —1.5 +2. 1 


' Average 





drawals drawals 
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| Exutpit I1.—Passenger-car makes entering and leaving the industry, 1922 jo7T* 
Year and make Entries With- Year and make Entries With- 


1922 
Star xX Plymouth xX 
Rickenbacker xX Star xX 
Gray xX Stearns-Knight xX 
Jewett X Stutz X 
Elgin xX Moon-Diana x 
Grant xX 1929: 
King xX Marquette x 
Bay State X Cord xX 
Liberty x Erskine xX 
Mercer xX Lafayette xX 
National xX Graham Paige X 
Saxon X 1930: 

1923: Austin X 
Rollin xX Graham X 

i Yellow x Marquette x 
| Flint xX Willys-Overland xX 

1924: 1931: 
Bay State xX Oakland xX 
Case xX Rockne xX 
Chalmers xX 1932: 

j Chrysler xX Essex X 
Dort xX Whippet Xx 
Farl xX Willys Knight X 
7.06.8 xX Rockne x 
Mitchell xX Terraplane X 
R. & V. Knight xX 1933: Continental X 
Stephens xX 1934: 

Winton x American A ustin x 
1925: Franklin. --...-- X 
Ajax ¥ xX LaFayette .. x 
Anderson xX Continental Xx 
Apperson xX 1935: None 
Cleveland xX 1936: 5 
Cole... x LaFayette x 
Columbia xX Reo xX 
Davis x 1937 k 
Gray X Auburn x 
Haynes xX Pierce- Arrow X 
Kissel xX Cord X 
Lexington X 1938: ss 
Maxwell xX Mercury xX . 
Rollin X Terraplane Xx 
Westcott X 1939: None 
Yellow X 1940 E 
1926 Hupmobile X 
Diana. . X La Salle x 
Faleon-Knight xX Graham x 
Erskine x 1941-45: None 
Pontiac X 1946 : 
Rickenbacker xX Crosley X 
Wills St. Claire X Frazer X 
Elear xX Kaiser X 
Overland X 1947: None 
1927 1948: None 
Diana X 1949: None 
Flint X 1950 5 
Jordan. _. X Frazer ‘ X 
La Salle X Rambler X 
Locomobile X Henry J x 
Moon xX 1951: None 
Paige X 1952 ‘ 
Velie xX Crosley : xX 
Whippet xX Allstate X - 
Wolverine X X 1953: Allstate x 
1928 1954: Henry J x 
Graham Paige X 1955 s 
Chandler X Kaiser x 
De Soto x Willys Overland x 
Durant X 1956; None 
Falcon-Knight xX 1957: ; 
Gardner X Edsel X “ 
Jewett x Nash X 
Marmon xX Hudson xX 
Peerless xX 


Sources: 1. A Chrenicle of the Automotive Industry in America, 1893-1952, Automobile Manufacturers 
Association, 1953. 2. Roster of American Car Makes, Past and Present, Automotive News, 1956 almanat 
issue. 3. Registration data: R. L. Polk & Co 


*See subcommittee comment which follows 
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COMMENT BY SUBCOMMITTEE STAFF ON FOREGOING TABLE 


This listing cannot be accepted as wholiy accurate. For example, Blackhawk, 
Cunningham, and Dusenberg are not listed. Kissel is noted as leaving in 1925 
Jordan in 1927, and Durant, Gardner, Marmon, Peerless, Stearus-Knight, and 
Stutz are shown as leaving in 1928. The January 1930 edition of Motor Maga- 
zine, however, shows specifications for all of these cars, and some are known to 
have continued beyond 1930. 





2XHIBIT II].—Estimated effect of profit-sharing plan proposed by the UAW-CIO 
on Ford Motor Co. profits and Federal income tazes, 1955-57 


[Dollar amounts in millions] 




















1955 1956 1957 
Profit-sharing determination: 
United States profits before taxes, supplemental oe ation, 
I sileitadts 655.50 cera phanbewsaeaeas. AAs $990. 3 $485. 3 $580. 2 
Less 10 percent return on capital NE 6 ro it aus. oe ak 153. 5 180.9 206. 2 
Profits after 10-percent return : 836. 8 304. 4 374. 0 
Profit sharing: 
25 percent to employees. niga <i 209. 2 76.1 93. 5 
25 percent to customers... --- omy ein Shi ‘ ; 209. 2 76. 1 93. 5 
Effect on profits: 
Profits after taxes, actual: 
Total_..-- aces ; nied oly 437.0 236. 6 282. 8 
Per share ___- ib a 8.19 4. 38 5. 20 
Profits after taxes and after profit shi aring: 
Toetwil..... apes renceineautitemal ; 259. 4 165.8 195. 6 
Per share - ---- Seoeeee a iatemiin : 4. 86 3. 07 3. 59 
Reduction in profits ----- sarplil Bul percent 40.6 29.9 30.9 
Effect on corporate profits taxes: 
Federal income taxes, actual -- : 531. 4 + 286. 6 
Federal income taxes ‘after profit sharing —* 315.7 169.9 198. 0 
Reduction in taxes: 
alle 215.7 72.3 88. 6 
Percent... ...- (aman camel a a ak 40.6 29.9 30.9 
! Excluding foreign investment. 
Exutisit 1V.—Ford Motor Co. (United States area) estimated hours worked 
compared with unit production, 1950-57 
Hours Unit pro- | Units pro- Hours Unit pro- | Units pro- 
Year worked ! duction? | duced per Year worked ! duction ? | duced per 
1,000 hours 1,000 hours 
Millions | Thousands Millions | Thousands | 
1950 289. 0 1, 897 6.6 1954 330. 1 1, 991 6.0 
1951 _. 261. 2 1, 486 5.7 1955 383. 2 2,613 6.8 
1952 266.9 1, 238 4.6 1956. 348. 7 1, 964 5. 6 
1953. 333.9 1, 857 5.6 |) 1957_- 372.3 2, 224 6.0 


Estimated hours worked by hourly rated and salaried employees, excluding defense activities 
2 Factory unit sales of cars and trucks 
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UNITED STATES v. ALUMINUM CO. OF AMERICA et al. No. 144, 


Circuit Court of Appeals. Second Circuit. 
March 12, 1945. 


1, Monopolies €=24(2) 

In action under Sherman Act for ad- 
judication that cerporate-defendant was 
monopolizing interstate and foreign com- 
merce, that it should be dissolved, and for 
other relicf, the United States had the bur- 
den of proof. Sherman Anti-Trust Act, § 
4, 15 U.S.C.A. § 4. 


2 Monopolies C13 

A testrict:on of production violates 
Sherman Act only when restriction inevit- 
ably affects prices or is intended to do so. 
Sherman Anti-Trust Act, § 1, 15 U.S.C.A. 


§ 1. 


3. Monopolies 14 

In determining whether producer of 
aluminum monopolized the market in 
“virgin” aluminum ingot, computation of 
percentage of producer's control over ingot 
market was required to include the whole 
of its ingot production, notwithstanding 
part thereof was fabricated by produce, 
where all ingot with trifling exceptions was 
used to fabricate intermediate or end prod- 
ucts which the producer fabricated and 
sold and thus pro tanto reduced demand 
for ingot. Sherman Anti-Trust Act, §§ 1, 
2, 15 U.S.C.A. § 1, 2. 


4. Monopolies =14 

In determining whether producer of 
aluminum monopolized the market in “vir- 
gin” aluminum ingot, the competition of 
“secondary” ingot, which is ingot made 
from aluminum scrap was required to be 
disregarded notwithstanding “secondary” 
competed with “virgin” in ingot market, 
where aluminum scrap resulted from “vir- 
gin” ingot and producer in producing “vir- 
gin” was guided not alone by its effect at 
that time upon the market but by knowl- 
edge that some part of it was likely to be 
reclaimed and seek the future market, 
which consideration would to some extent 
always affect production. Sherman Aanti- 
Trust Act, §§ 1, 2, 1S U.S.C.A. §§ 1,2. 


5. Monopolies G14 

In determining whether contre! of 
over 90 per cent. of market in “virgin” 
aluminum ingot by domestic producer 
which was .free to raise its prices as it 
chose, because of freedom from domestic 
competition except as producer drew other 
metals into the market as substitutes, con- 
stituted a monopoly, profits were properly 
computed upon a capital base which in- 
cluded past earnings that had been allowed 
to remain in the business. Sherman Anti- 
Trust Act, §§ 1, 2, 15 U.S.C.A. §§ 1, 2. 


6. Monopolies G—=24(2) 

Where the government proved that 
aluminum producer had a monopoly of 
domestic ingot market, if it was an excuse 
that producer had not abused its power in 
obtaining extortionate profits, producer 
had burden of proving such facts.. Sher- 
man Auti-Trust .\ct, §§ 1, 2, 15 U.S.C.A. §§ 
Le 


7. Monopolies C13 

The monopolizing of a markct cannot 
be excused under Sherman Act on ground 
that monopoly has not been used to extract 
from consumer more than a “fair” profit, 
since the act has wider purposes, and mere 
fact fhat producer having command o 
domestic market has not been able to mak 
more than a fair profit is no evidence thag 
a fair profit could not have been made 
lower prices. Sherman Anti-Trust Act, 
1, 2, 15 U.S.C.A. §§ 1, 2. 


8. Monopolies <=12(!) 

Some. contracts restricting competiti 
are unlawful at lIcast as to section 1 
the Sherman Act no matter how benefici 
they may be, and no industrial exigendgy 
would justify them. Sherman Anti-Trug 
Act,-§ 1, 15 U.S.CA, § 1. 


9. Menopolies S=12(1) 

Although in many settings it may 
proper to weigh the extent and effect 
restrictions in a contract against its ind 
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trial or commercial advantages, this is 
mever to be done when contract is made 
with intent to set up a monopoly. Sher- 
man Anti-Trust Act, §§ 1, 2, 15 U.S.C.A. § 
1, 2. 


10 Monopolies €>12(1) 

One of congressional purposes in en- 
acting the Sherman Act was a desire to 
terminate great aggregations of capital be- 
cause of helplessness of the individual he- 
fore them, and to preserve for its own sake 
and in spite of possible cost, an organiza- 
tion of industry in small units which can 
effectively compete with each other. Sher- 
man Anti-Trust Act, §§ 1, 2, 15 U.S.C.A. 
§§ 1, 2. 
tf. Monopolies €>14 

Where corporation controlled over 9 
per cent. of aluminum market and althouch 
potential imports put a “ceiling” upon the 
Prices, within limits afforded by the tariff 
and cost of transportation, corporation 
could raise its prices as it chose being free 
from domestic competition except as cor- 
poration drew other metals into the market 
as substitutes, corporation's control consti- 
tuted a “monopoly” within Section 2 of the 
Sherman Act. Sherman Anti-Trust Act, § 
ett a, 

See Words and Phraecs, 

Edition, for 
“Monopoly”. 


Permanent 
all other definitions of 


12. Monopolies C—12(1) 

Under Sherman Act, so far as con- 
cerns the public interest, it makes no dif- 
ference whether existing competition is 
terminated, or Whether prospective com- 
petition is prevented. Sherman Anti-Trust 
Act, §$§ 1, 2, 15 U.S.C.A. 8§ 1, 2. 


13. Monopolies G14 


A corporation which controlled over 
90 per cent. of aluminum market could 
not escape charge of monopoly on ground 
that it did not seek, but could not avoid 
control of market, and that corporation 
never excluded competitors, where corpor- 
ation progressively embraced each new op- 
portunity and faced every newcomer with 
new capacity already geared into a great 
organization, having advantage of exper- 
ience, trade connections and the elite of 
personnel. Sherman Anti-Trust Act, §§ 
1, 2, 15 U.S.CA. §§ 1, 2. 


14. Menopolies @>14 


A corporation which controlled over 
90 per cent. of aluminum ingot market 
148 F.2d—27 
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could not escape charge of monopoly on 
gtound that corporation assisted competi- 
tors, where assistance was given to fabrica- 
tors of ingot and corporation was charged 
only with a monopoly of ingot and cor- 
poration never assisted prospective ingot 
manufacturers. Sherman Anti-Trust Act, 
$§ 1, 2, 15 U.S.C.A. §§ 1, 2. 


15. Monopolies €=12(1), 24(2) 

Preliminary steps, though harmless in 
themselves, if they are initial moves in a 
plan or scheme which, carried out, would 
result in a monopoly, are prohibited by the 
Sherman Act, and hence conduct falling 
short of monopoly is not illegal unless it is 
part of plan to monopolize, or to gain such 
other control of market as is equally for- 
bidden, and to make it so, plaintiff must 
prove a “specific intent”, that is, an intent 
which goes beyond the mere intent to do 
the act. Sherman Anti-Trust Act, §§ 1, 2, 
15 U.S.C.A. §§ 1, 2. 


16. Monopelies <=>12(1) 


A monopolist to fall within section 2 
of the Sherman Act must have the power 
and the intent to monopolize, but the sec- 
tion does not demand any “specific’”’ intent, 
since no monopolist monopolizes uncon- 
scious of what he is doing. Sherman Anti- 
Trust Act, § 2, 15 U.S.C.A. § 2. 


17. Monopolles ©=>24(2) 


Issues of defendant’s unlawful prac- 
tices prior to establishment of its monopoly 
were not moot and hence would: be con- 
sidered, notwithstanding court’s conclusion 
that defendant “monopolized” the market 
in aluminum ingot and if defendant should 
be dissolved, a new company emerging 
should not be charged with predecessor's 
illegal conduct where, because of changed 
conditions, defendant might not have a 
monopoly when final judgment would be 
entered after the war and the government 
might contend that defendant should be en- 
joined from resuming prior practices. 
Sherman Anti-Trust Act, § 2, 15 U.S.C.A. 
§ 2. 


18. Courts €=406(!'/,) 


The federal rule that findings of fact 
shall not be set aside unless clearly erron- 
eous in substance merely carried over the 
earlier practice in equity to all trials before 
a judge. Federal Rules of Civil Proce- 
dure, rule 52(a), 28 U.S.C.A. following sec- 
tion 723c. 
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19. Courts $=-406(1'/,) 

Under federal rule an appellate court, 
although it will hesitate less to reverse the 
finding of a judge than that of an adminis- 
trative tribunal or of a jury, will neverthe- 
less reverse finding most reluctantly and 
only when well persuaded, even when 
judge has not seen the witnesses. Federal 
Rules of Civil Procedure, rule 52(a), 28 
U.S.C.A. following section 723c. 


20. Courts €>406(1'/,) 

Where a trial judge has seen the wit- 
nesses, his findings, in so far as they de- 
pend upon whether they spoke the truth, 
must be treated as unassailable. Federal 
Rules of Civil Procedure, rule 52(a), 28 U. 
S.C.A. following section 723c, 


21. Courts -406(1'/) 

Under federal rule, to reverse a find- 
ing of trial judge it must appear from 
the record that witnesses could not have 
been speaking the truth, and upon issue of 
witness’ own intent, as to which he alone 
can testify, finding is unassailable except in 
most exceptional cases. Federal Rules of 
Civil Procedure, rule 52(a), 28 U.S.C.A. 
following section 723c. 


22. Courts S=400(1'/4) 

Where government in Sherman Act 
case alleged that for purpose of monopoliz- 
ing in the United States the production and 
sale of aluminum and products made there- 
from, defendants acquired in excess of their 
reasonable needs bauxite deposits and wa- 
ter power, District Court’s finding that evi- 
dence was insufficient to establish that de- 
fendants acquired the bauxite deposits and 
water power in excess of their reasonable 
needs was not clearly erroneous, and hence 
was conclusive. Sherman Anti-Trust Act, 
§§ 1, 2, 15 U.S.C.A. §§ 1, 2; Federal Rulcs 
of Civil Procedure, rule 52(a), 28 U.S.C.A. 
following section 723c. 


23. Courts ©=406(i'/) 

In Sherman Act case, District Court's 
finding that defendant’s purchase of in- 
terests in forcign aluminum companies and 
purchase of interests in water power in 
Canada, were not for purpose of suppress- 
ing incipient competition by. competitors 
secking to invade the aluminum ingot mar- 
ket was not clearly erroncous, and hence 
was conclusive. Sherman Anti-Trust Act, 
§§ 1, 2, 15 U.S.C.A. §§ 1, 2; Federal Rules 
of Civil Procedure, rule 52(a), 28 U.S.C.A. 
following section 723¢, 


4181 


24. Monopolies €=>24(2) 


In government's action under Sherman 
Act against corporation controlling more 
than 90 per cent. of aluminum ingot market, 
evidence failed to establish that corpora- 
tion’s purchases of interests in a company 
manufacturing “castings” and in a compa- 
ny manufacturing aluminum cooking and 
other utensils were for purpose of sup 
pressing or excluding competitors. Sher- 
man Anti-Trust Act, §§ 1, 2, 15 U.S.C.A. 
§§ 1, 2. 


25. Monopolies @>24(2) 

In Sherman Act case, government’s 
evidence that drop by defendant of 2% 
cents per pound of aluminum ingot went 
along with actual increase in mill cost 
which left a margin of 4.62 cents for 
overhead expenses when for more than 
eight years that margin had never been 
less than 10 cents, except in one year when 
it was 74 cents, made out prima facie case 
that defendant had been holding ingot at 
a price higher than a “fair price” and had 
reduced the price only because of pressure. 
Sherman Anti-Trust Act, §$ 1, 2, 15 U.S.C. 
A. §§ 1, 2. 


26. Monopolies ©—>24(2) 

In action under Sherman Act, evidence 
established government's contention that 
defendant intended to monopolize the alu- 
minum “sheet” market by practicing a 
“price squeeze” by selling alu:rnimum ingot 
at so high a price that “sheet rollers” who 
were forced to buy from defendant could 
not pay the expenses of “rolling” the 
“sheet” and make a profit out of price at 
which defendant sold “shect”. Sherman 
Anti-Trust Act, §§ 1, 2, 15 U.S.C.A. §§ 1, 
a 


27. Monopolies C=24(2) 

In action under Sherman Act against 
corporation controlling more than 90 per 
cent. of aluminum ingot market, evidence 
failed to establish government’s charge 
that corporation secured a monopoly of 
aluminum “cable” by setting the price so 
low that there was no adcquate “spread”, 
where aluminum “cable” was in competi- 
tion with copper “cable” and government 
failed to show that even though price of 
ingot were reduced so as to realize only 
a “fair” profit, it would have been possible 
to compete with copper “cable” and leave 
an adequate “spread” for aluminum “cable” 
fabricators. Sherman Anti-Trust Act, §§ 
1; 2, 18 U.S.CA. $§ 1, 2 








v 
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28. Monopelies G24(2) 

In Sherman Act case, evidence did not 
sustain government's allegation that de- 
fendant was guilty of unlawful limitation 
of production under automobile piston pat- 
ents of which defendant was licensee, 
where government failed to prove in case 
of any of sublicensees that pistons were not 
covered by design patents which admitted- 
ly were valid, and hence it made no dif- 
ference whether limitation was invalid 
upon the process patents. Sherman Anti- 
Trust Act, §$ 1, 2, 15 U.S.C.A. §§ 1,2 


29. Patents <>19! 

A patentee may not use his patent as a 
sanction for extending his monopoly be- 
yond its terms. 


30. Courts €=406(!) 

On government’s appeal from adverse 
judgment in Sherman Act case, the point 
that defendant accepted a license agree- 
ment from another patentee that unlawful- 
ly limited defendant’s own production 
would not be considered, where patent cov- 
cred by agreement expired and with it of 
necessity the agreement, especially where 
point was raised for first time on appeal. 


31. Monopolies C—17(2) 

An alleged agrecmcnt between licensee 
and a sublicensee as one of considerations 
for sublicense that sublicensce should buy 
its aluminum ingot from licensee as part 
of licensee’s effort to monopolize ingot 
industry would, if-proved, be an unlawful 
practice under Sherman Act. Sherman 
Anti-Trust Act, §§ 1, 2, 4, 18 U.S.C.A. $§ 
Lyi@ 4. 


32. Corporations C>! 

In proportion as courts disregard ficti- 
tious character of a corporation, they must 
substitute the concept of a group of persons 
acting in concert, which group must not 
be committed legally except in so far as 
they have assented as a body, and such 
assent should be imputed to them only in 
harmony with ordinary notions of delegated 
power. 


33. Monopolies ©—24(2) 

A domestic corporation would not be 
bound by monopolistic “cartel” entered into 
between corporation's foreign subsidiary 
and other forcign companies unless those 
who held majority of corporation’s shares 
had been authorized by the group as a 
whole to enter into the “cartel”, and such 
authority ought convincingly to appear. 
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Sherman Anti-Trust Act §§ 1, 2, 15 U.S.C 
A. §§ 1, 2. 


34. Monopolies @=24(2) 

Evidence established that domestic pro- 
ducer of aluminum was not a party to for- 
eign monopolistic “cartel” and did not join 
in a violation of Sherman Act so far as 
concerned foreign commerce. Sherman 
Anti-Trust Act, § 1, 15 U.S.C.A. § 1. 


35. Monopolles <=12(1) 

The court should not read the Sher- 
man Act without regard to limitations cus- 
tomarily observed by nations upon exercise 
of their powers, and should not impute to 
Congress any intent to punish all whom 
American courts can catch for conduct 
which has no consequences within the 
United States. Sherman Anti-Trust Act, 
§ 1, 15 U.S.C.A. § 1. 


36. International law <=8, 10) 

Any state may impose liabilities, even 
upon persons not within its allegiance, for 
conduct outside state’s borders that has 
consequences within its borders which the 
state rcprehends, and such liabilities other 
states will ordinarily recognize. 


37. Monopolies €>15 

Agreements whereby a foreign corpo- 
ration organized by foreign companies was 
from time to time to fix quota of produc- 
tion of aluminum for each share, and each 
shareholder was to be limited to quantity 
measured by number of shares it held and 
corporation was to fix a price every year 
at which it would take off any shareholder's 
hands any part of its quota which it did 
not sell, and whereby no sharcholder was 
to “buy, borrow, fabricate, or sell” alumin- 
um produced by anyone not a shareholder, 
except with consent of board of governors, 
would have been unlawful as in violation 
of Sherman Act if made within the United 
States, and hence were unlawful even 
though made abroad if they were intended 
to and did affect imports. Sherman An- 
ti-Trust Act, § 1, 15 U.S.C.A. § 1, 


38. Monopolies ©>24(2) 

In action under Sherman Act, after the 
intent to affect imports by organization of 
a foreign “cartel” was proved, burden of 
proof shifted to defendant. Sherman An- 
ti-Trust Act, § 1, 15 U.S.C.A. § 1, 


39. Monopolies @>15 

An agreement between foreign corpo- 
rations which was intended to and did af- 
fect imports into the United States of 
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aluminum was illegal under Sherman Act, 
regardless of whether restriction had any 
influence upon prices, since all factors 
which contribute to determine prices must 
be kept free to opcrate unhampered by 
agreements. Sherman Anti-Trust Act, § 
1, 15 U.S.C.A. § 1. 


40. Courts ©=406(1'/,) 

The Circuit Court of Appeals can- 
not constitutionally substitute a report of 
a senatorial committee for findings of a 
court after trial. 


4!. Evidence @=52 

Facts which a court may judicially no- 
tice do not for that reason become indis- 
putable. 


42. Courts €>406(1) 

Where nearly five years passed since 
cvidence was closed in Sherman Act case, 
and during that time, the aluminum industry 
involved was revolutionized because of war 
emergency, and remedies appropriate at 
time of trial were inappropriate at time 
of hearing on appeal, Circuit Court of 
Appeals would not take notice of facts 
relevant to correctness of District Court’s 
findings, but would take notice of those 
relevant to remedies. Sherman Anti- 
Trust Act, § 1, 15 U.S.C.A. § 1; Federal 
Rules of Civil Procedure, rule 52(a), 28 
U.S.C.A. following section 723c, 


43. Monopolles ©>24(2) 

Dissolution of corporation would not 
be decreed, notwithstanding it was found 
that corporation had monopolized alumin- 
um industry in violation of Sherman Act, 
where it was impossible to suy what the 
corporation’s position in the industry would 
be after the war, and the United States had 
leased to the corporation many plants, and 
no one could forecast what would be the 
form of industry after the government dis- 
posed of such plants upon their surren- 
der. Sherman Anti-Trust Act, §§ 1, 2, 4, 15 
U.S.C.A. §§ 1, 2, 4. 


44. Monopolies €=24(2) 

A corporation held to have monopo- 
lized the aluminum ingot market would 
not be dissolved in view of the Surplus 
Property Act providing the method by 
which such corporation's and other corpo- 
rations’ “surplus” property should be dis- 
posed of. Sherman Anti-Trust Act, §§ 1, 
2, 4, 15 ULS.C.A. §§ 1, 2, 4; Surplus Prop- 
erty Act of 1944, §§ 5(a), 10(a), 11(d), 15 
(a), 18(b, f), 19(a) (1), 50 U.S.C.A.Ap- 
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pendix §§ 1614(a), 1619(a), 1620(d), 1624 
(a), 1627(b, f), 1628(a) (1). 


45. Monopolies €=>24(2) 

A corporation which abandoned “price 
squeeze” found to be in violation of Sher- 
man Act only after it became aware that 
corporation was under investigation could 
not complain of whatever stigma there 
might be in injunction restraining such 
practice. Sherman Anti-Trust Act, $§ 1, 
2, 4, 15 U.S.C.A. §§ 1, 2, 4. 


46. Monopolies C>24(2) 

The governnicnt was entitled to an in- 
junction to restrain monopolistic “price 
squeeze” practice, notwithstanding discon- 
tinuance of such practice and probability 
that monopolist would be unable _ tu 
“squeeze” in the future, in view of uncer- 
tainty as to how industry might change 
and impossibility to foretell that same 
practice might not in future be resumed by 
those who might come into control. Sher 
man Anti-Trust Act, §§ 1, 2, 4, 15 U.S.C.A 
§§ 1, 2, 4. 


47. Courts ©>278 

The mere cessation of an 
activity before suit 
court of jurisdiction to provide against 
its resumption, since a “case or controver- 
sy” may remain to be dispused of. 


unlaw ful 
not deprive the 


48. Monopolies €>2.1(2) 

The government was entitled to in 
junction to restrain monopolistic practices 
oft foreign “cartel” composed of Germans 
and others, notwithstanding the war had 
“killed” the monopolistic practice which re- 
stricted imports into the United States, 
where the cartel was to last for 99 years, 
though it could be terminated on six 
months’ notice by any shareholder who 
held 200 shares, and it was not clear what 
future part remained for German smelters 
who had been exempted from royalties, and 
it was probable that after the war cartel 
would again be put in effect. Sherman 
Anti-Trust Act, §§ 1, 2, 4, 15 U.S.C.A. §§ 
i. 





Appeal from the District Court of the 
United States for the Southern District of 
New York. 


Action by the United States against the 
Aluminum Company of America and oth- 
ers for an adjudication that the named de- 
fendant was monopolizing interstate and 
foreign commerce, and that it should be 
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dissolved, and to adjudge that such de- 
fendant and defendant Aluminum Limit- 
ed had entered into a conspiracy in re- 
straint of such commerce and for other re- 
lief under the Sherman Anti-Trust Act, § 
4, 15 U.S.C.A. § 4. From a judgment for 
defendants of the District Court for the 
Southern District of New York, 44 F.Supp. 
97, the plaintiff appeals. 

Affirmed in part, and in part reversed 
and remanded. 


Charles Fahy, Sol. Gen., of Washington, 
D. C., and Lawrence S. Apsey, of New 
York City (Norman A. Adler, of New 
York City, Edward S. Stimson, Robert L. 
Stern, and Aute L. Carr, all of Washing- 
ton, D. C., Jesse R. O'Malley, of Cincin- 
nati, Ohio, Marcus A. Hollabaugh, of 
Washington, D. C., Maurice Godin, of New 
York City, and Irving Lipkowitz, of Wash- 
ington, D. C., on the brief), for appellant. 


William Watson Smith, of Pittsburgh, 
Pa. (Frank B. Iog>rsoll and Leon E. Hick- 
man, both of Pittsburgh, Pa., and Charles 
E. Hughes, Jr., and William T. Gossett, 
both of New York City, on the brief), for 
appellees Aluminum Co. of America and 
others. 


Timothy N. Pfeiffer, of New York City 
(Morris Hadley, Rebecca M. Cutler, and 
Rudolph B. Schlesinger, all of New York 
City, on the brief), for appellees Alumi- 
num Limited and others. 

A. L. Nash, of Manitowoc, Wis., and 
Roger S. Baldwin and FE. Raymond Shep- 
hard, both of New York City, for Alumi- 
num Goods Mfg. Co. 


Before L. HAND, SWAN, and 
GUSTUS N. HAND, Circuit Judges. 


AU- 


L. HAND, Circuit Judge. 

This appeal comes to us by virtue of a 
certificate of the Supreme Court, under 
the amendment of 1944 to § 29 of 15 U.S. 
C.A. The action was brought under § 4 af 
that title, praying the district court to ad- 
judge that the defendant, Aluminum Com- 
pany of America, was monopolizing inter- 
state and forcign commerce, particularly in 
the manufacture and sale of “virgin” alum- 
inum ingot, and that it be dissolved; and 
further to adjudge that that company and 
the defendant, Aluminum Limited, had en- 
tered into a conspiracy in restraint of such 
commerce. Jt also asked incidental relief. 
The plaintiff filed its complaint on April 
23, 1937, naming sixty-three defendants: 


© ten of these were not served and did not 
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appear; one died, and one corporate de- 
fendant was dissolved before the action 
was brought: the complaint was dismissed 


against another. At the date of judgment 7 


there were fifty-one defendants who had 
been served and against whom the action 
was pending. We may divide these, as the 
district judge did, into four classes: Alum- 
inum Company of America, with its whol- 
ly owned subsidiaries, directors, officers 
and shareholders. (For convenience we 
shall speak of these defendants collective- 
ly as “Alcoa,” that being the name by which 
the company has become almost univers- 
ally known.) Next, Aluminum Limited, 
with its directors, officers and sharehold- 
ers. (For the same reason we shall speak 
of this group as “Limited.”) Third: the 
defendant, Aluminum “Manufactures, Inc., 
which may be treated as a subsidiary of 
“Alcoa.” Fourth: the defendant, Alumi- 
num Goods Manufacturing Company, 
which is independent of “Alcoa,” as will 
appear. The action came to trial on June 
1, 1938, and procecded without much in- 
terruption until August 14, 1940, when the 
case was closed after more than 40,000 
pages of testimony had been taken. The 
judge took time to consider the evidence, 
and delivered an oral opinion which occu- 
pied him from Scptember 30, to October 9, 
1941. Again he took time to prepare find- 
ings of fact and conclusions of law which 
he filed on July 14, 1942; and he entered 
final judgment dismissing the complaint on 
July 23rd, of that year. The petition for 
an appeal, and assignments of error, were 
filed on September 14, 1942, and the peti- 
tion was allowed on the next day. On June 
12, 1944, the Supreme Court, declaring that 
a quorum of six justices qualified to hear 
the case was wanting, referred the appeal 
to this court under § 29 of Title 15, already 
mentioned. The district judge’s opinion, 
reported in D.C., 44 F.Supp. 97, discussed 
the evidence with the utmost particularity; 
it took up every phase and every issue with 
the arguments of both parties, and provid- 
ed a reasoned hasis for the subsequent find- 
ings of fact and conclusions of law. For 
the purposes of this appeal we need not re- 
peat the greater part of the facts; so far as 
it is necessary, we do so, leaving acquaint- 
ance with the remainder to the opinion it- 
self. Although the plaintiff challenged 
nearly all of the 407 findings of fact, with 
negligible exceptions these challenges were 
directed, not to misstatements of the evi- 
dence, but to the judge's inferences—al- 
leged to be “clearly erroneous.” For con- 


v/ 


Twa we = 2 


i/ 





o— one on January 1, 1907. 


. Blement; 
“ being always in chemical combination with 
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venience we have divided our discussion 
into four parts: (1) whether “Alcoa” mo- 
nopolized the market in “virgin” aluminum 
ingot; (2) whether “Alcoa” was guilty of 
arious unlawful practices, ancillary to the 
establishment of its monopoly; (3) wheth- 
er “Limited” and “Alcoa” were in an un- 
lawful conspiracy; and whether, if not, 
“Limited” was guilty of a conspiracy with 
forcign producers; (4), Avhat remedies are 
appropriate in the case of each defendant 
who may be found to have violated the Act. 


I. 


“Axooa’s Mowopoty or “Virain” Ingot. 


“Alcoa” is a corporation, organized un- 
der the laws of Pennsylvania on Septem- 
ber 18, 1888; its original name, “Pittsburgh 
Reduction Company,” was changed to its 
It has al- 
ways been engaged in the production and 
sale of “ingot” aluminum, and since 1895 
also in the fabrication of the metal into 
many finished and semi-finished articles. 
It has proliferated into a great number of 
ubsidiaries, created at various times be- 
tween the years 1900 and 1929, as the busi- 
ness expanded. Aluminum is a chemical 
it is never found in a free state, 





oxygen. One form of this combination is 
known as alumina; and for practical pur- 
poses the most available material from 
which alumina can be extracted is an ore, 
called, “bauxite.” Aluminum was isolated 
as a metal more than a century ago, but not 
until about 1886 did it become commercial- 
ly practicable to eliminate the oxygen, so 
that it could be exploited industrially. One, 
Hall, discovered a process by which this 

ould be done in that year, and got a pat- 
ent on April 2, 1889, which he assigned to 
“Alcoa,” which thus secured a legal mon- 
opoly of the wremrtsefure of the pure alum- 
inum-watil on Aprit 2, 1906, when this pat- 
ent expired. ataswubiie Rentiem:bed in- 
vented a process: by athe siielting 
could be carried on Without fhe use of ex- 
ternal heat,;-as had theretofore-been thought 
necessary; and for this improvement he 
too got a patent on February 2, 1892. Brad- 
ley’s improvement resulted in great econ- 
omy in manufacture, so that, although after 

pril 2, 1906, anyone could manufacture 
{aluminum by the Hall process,for practi- 

] purposes no one-coutd~compete with 
Bradley or auith his licensees until February 

, 19Q2; when Bradley’s- 


patent etse-cxpired. 
\JOn October 31, 1993, “Alcoa” and the as- 
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signee of the Bradley patent entered into 
a contract by which “Alcoa’ was grante 
an exclusive license und 

exchange for “Alcoa's” promise-so-sel! 
the assignee “a_statey Stpouot_of alymin 

at a discaunt of ten ten per cent below “Aj- 
coa’s” published list pricé, and always to 
sell at a discount of five per cent greater 
than that which “Alcoa” gave to any oth- 
er jobber. Thus until February 2, 1909, 
“Alcoa” had cither a \ monopoly of ‘the. man- 
ufacture of “virgin” aluminum ingot, or 
the monopoly"6fA process which eliminat- 
ed all competttron- - 

The exirattion of aluminum from alum- 
ina requires a very large amount of el«c- 
trical energy, whichis Ordmarily; theugh 
not always, most cheaply obtained from wa- 
ter power. Beginning at least as eaily as 
1895, “Alcoa” 
several companics by contracts, contain- 
ing in at Jeast-three inst?nées, covenant 
binding the power companies not to sell of 
let power to anyone else for the manufac 
ture of aluminum, “Alcoa”—cither itsclf 
or by a subsidiary—alse entered into four 
successive ‘cartels’ with forcign-manufac- 
turers of aluminum by which, in exchange 
for certain limitations upon ffs import into 
foreign countries, it secured convenants 
from the foreign producers, either not to 
import into the United States at all, or to 
do so under restrictions, which ih some cas- 
es involved the fixing of pricés. These 
“cartels” and restrictive covenants and cer- 
tain other practices were the subject of a 
suit filed by the United States against ‘“Al- 
coa” on May 16, 1912, in which a decree 
was entered by consent on June 7, 1912, 
declaring several of these covenants un- 
lawful and enjoining their performance; 
and also declaring invalid other restrictive 


' 


cd 


secured such power in| 


covenants obtained before 1903 relating to | 


the sale of alumina. (“Alcoa” failed at 
this time to inform the United States of 
several restrictive covenants in water-pow- 
er contracts; its justification—which the 
judge accepted—being that they had been 
forgotten.) “Alcoa” did not begin to man- 
ufacture alumina on its own behalf until 
the expiration of a dominant patent in 1903. 
In that year it built a very large alumina 
plant at East St. Louis, where all of its 
alumina was made until 1939, when it 
opened another plant in Mobile, Alabama. 


None of the foregoing facts are in-dis- 
pute, and the most important question in 
the case is whether the monopoly in “Al- 

coa’s” production of “virgin” ingot, secured 


| 


\ 
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(% by the two ntil 
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in part 

and 1912 by the 
y the decree 

= oz aetiel for the ensuing twenty- 
eight years; and whether, if it did, it was 
unlawful u f the She ct, 15 
U.S.C.AC$ 2. It is andis that through- 
out this period “Alcoa” mae to be the 
single prodycer_of “virgin” n the 
United States; Sanne plain argues that 
this without mose-was enough to make it 
an unlawful monopoly. It also takes an 
alternative position: that in any event dur- 


this_period “Alcoa” consistently pur- 
sued unlawful exclusionary practices, 


which made its dominant position certainly 
unlawful, eyen though it would not have 
been, had it been retained only by “natural 
growth.” _Finally, it- asserts. that-many of 

ese practices were of themselves unlaw- 
ful, as contracts in restraint of trade un- 
der $ 1 of the Act, 15 U.S.C.A.§ 1. “AI- 
coa’s” position is that the fact that it alone 
continued to make “virgin” ingot in this 
country did not, and does not, give it a 
monopoly of the market; that it was al- 
ways subject to the competitian of import- 
ed “virgin” ingot, and of what is_called 
“secondary” ingot; and that even if it 
had not been, its monopoly would not have 
been retained by unlawful means, but 
would have been the result of a growth 
which the Act does not forbid, even when 
Vit results in a monopoly. We shall first 
consider the amount and character of this 
competition; next, how far it established 
a monopoly; and finally, if it did, whether 
that monopoly was unlawful under § 2 of 
the Act. 


(1) From 1902 onward until 1928 “Al- 
coa” was_making a t in Can rough 
a wholly owned s y; so much of 
this as it a into the -tntted States 
it is proper to include with what it produced 
here. In the year 1912 the sum of these 
two items represented nearly ninety-one 
per cent ofthe total a ef “‘virgin™in- 
got available for sale in this country. This 
percentage varied year by year up to and 
including 1938; in 1913 it was about sev- 
enty-two per cent; +#492T about sixty- 
eigit per cent; in about seventy-two ; 
with these exceptions it was always over 
eighty per cent Of the-total and for the last 
five years 1934-1938 inclusive it_ averaged 
over ninety“peys cent. The effect of such 


ve proportion of the production upon the 
th 


arket we reserve for the time being, for 
it will be necessafy firet-to-consider the na- 
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ture and uses of “secohdary” ingot, the 
name by which the industry knows ingot 
made from aluminum scrap. This is of 
two sorts, though for our purposes it is not 
important to distinguish hetween them. 
One of these is the clippings and trimmings 
of “sheet” aluminum, when patterns are 
cut out of it, as a suit is cut from a bolt of 
cloth. The chemical composition of these 
is obviously the same as that of the “sheet” 
from which they come; and, although they 
are likely to accumulate dust or other dirt 
in the factory, this may be removed by 
well known processes. If a record of the 


original composition of the “sheet” has been , 


preserved, this scrap may be remelted into 
new ingot, and d used again forthe same | 
‘Tt is true that some of the wit- | 


purpose. 
nesses—Arthur V. Davis, the chairman of . 
the board of “Alcoa” among them—testi- 
fied that at each remeltin 
up some new oxygen which progressively 
deteriorates its quality for those yse¢s in 
which purity is important; but other wit- 
nesses thought that it had become peta 
cially feasible to remove this impurity, ant 
the judge made no finding on the subject. 
Since the plaintiff has the burden of proof, 
we shall assume that there is no such de- 
terioration. 


preciable “sales resistance’ _evyen-to this 


kind of scrap, and for some uses (airplanes / 


and cables es among | them), fabricators abso-/ 
lutely insist upon “virgin”: just why is no 
altogether clear The other saurce of oom 
is aluminum which- has -once_ been fabri-|\ 
cated and the article aftes-being used, is 
discarded and sen the. junk heap. a 
for example, cooking utensils, like kettle 
and pans, and the pistons or crank cases of 
motorcars. 
stantial alloy and to restore the metal_to| 
its original purity costs mote than 
worth. However, if the alloy is — 
both in quality and amount, scrap, 
remelted, can be used again for the same | 


purpose as before. In spite” OL this, as 
the case of clippings and trimmings, the | 


dustry will-ortimarity not: accept ingot > / 


salvaged upon ‘the same terms as “virgin 


There are some s€venteen companies which. | 
scavenge scrap of a 


There is in alt -thése salvage operations 


some inevitabte--waste—of. actual material; / 


not only does a certain amount of alum- 
inum escape altogether, but in the salvaging 
process itself some is skimmed off as scum 


aluminum takes 


Nevertheless, _ there is an - 


These are made with a sub- 


en} 


; 


sorts, clean it, remelt ’ 


it, test“it YOr its composition, make it into | 
ingots and_sell it regularly to the trade._/ 
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and thrown away. The judge found that 
the return of—fabricated products to the 
market as “secondary "varied from five to 
twenty- -five years, depending upon the arti- 
cle; but he did not, and no.doubt-seuld not, 
find how maay_times the cycle cowld be re- 
peated before the metal was finally used up. 


(2, 3) There are various ways of com- 
puting “Alcoa’s” control of the aluminum 
market—as om its prodiction— 
depending upon what one regards as com- 
peting in that market. The judge figured 
its share—during the ycars 1929-1938, ia- 
clusive—as only about thirty-three _per- 

\ cent; todo so he included “secondary,” 

, and excluded that part of “Alcoa’s own 

| eg which it fabricated and did not 

therefore sell.as_ingot. If, on the other 
hand, “Alcoa’s” total production, fabricated 
| and sold, be included, and balanced against 
\the sum of imparted “virgin”.aad “second- 

w ry,” its share of the market was in the 

cighborhood of sixty-four per cent for 
that period. The percentage we have al- 

ready mentiqned—over ninety—results only 
‘if we both include all “Alcoa’s” production 
and exclude “secondary*. That percent- 
age is - enidugh to Constitute a monopoly; it 
is doubtful whether sixty or sixty-four per- 
cent would bé éfiough; and certainly thir- 
.ty-three per cent is not. Hence it is nec- 
essary to settle what he shall treat as com- 
peting in the ingot market. That part of 
its production which “Aleoa” itself fabri- 
cates, does net of course ever reach the 
\ market as ingot; and we recognize that 
it is only when a restriction of production 
either ineyifably affects prices, or is in- 
tended to do_so, that it violates.§ 1 of the 
{Act. Apex Hosiery Co. v. Leader, 310 U. 
S. 469, 501, 60 S.Ct. 982, 84 L.Ed. 1311, 128 
A.L.R. 1044. However, exen_though we 
were to assume thata moropgly i is unlaw- 
yy ful under § 2 onl case it controls prices, 
} the ingot fabrieated by ‘‘Alcoa,”’ -recessar- 
ily hada direct effect upon the ingot mar- 
| ket. All ingot—with trifling exceptions— 
\ ‘Ys used to fabricate intermediate, or end, 

products; and therefore all intermediate, 
or end, products which “Alcoa” fabricates 
and sells, pro tanto reduce the demand for 
v ingot itself. The situation is the same, 
- though reversed, as in Standard Oil Co. 
al v. United States, 221 U.S. 1, 77, 31 S.Ct. 
$02, 523, 55 L.Ed. 619, 34 L.R.A.,N.S., 83, 
Ann.Cas.1912D, 734, where the court an- 
swered the defendants’ argument that they 
: had'no control over the crude oil by say- 
ing that “as substantial power over the 


— 
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crude product was the inevitable result 
of the absolute contro] which existed over 
the refined product, the monopolizatios of 
the one carried with it the power to con- 
trol the other.” We cannot therefore agree 
that the computation of the percentage of 
“Alcoa’s” control over the ingot market 
should not include the whole of its ingot 
ptaduction. 


As to “secondary,” as we have said, for. 
certain purposes th¢ industry will not os | 
cept it at all; but for those for which it 
will, the differencéin price is ordinarily not 
very great; the judge found that it was 
between one and twg-cents a pound, hard- 
ly enough margin on whieh to base a mo- 
nopoly. Indeed, there are times when all 
differential disappears, and “secondary” 
will actually self at a higher price: i. e¢. 
when there is a sipply available which con- 
tains just the alloy that a fabricator needs | 
for the article which he proposes to make. ~ 
Taking the industry as a whole, we can say 


nothing more definite than that, although ~) 
“secondary” does not compete at all in 
some uses, (whether because of “sales re- 


sistance” only, or because of actual metal- 
lurgical inferiority), for most purposes it 
competes upon a substantial equality with 
“virgin.” On these facts the judge found 
that “every pound of secondary or scrap 
aluminum which is sold in commerce dis- 
places a pound of virgin aluminum which 
otherwise would, or might have been, sold.” 
We agree: so far as “secondary” supplies 
the demand of such fabricators as will 
accept it, it increases the amount of “vir- 


gin” which must seek sale elsewhere; and | 


it therefore results that the supply of that 
part of the demand which will accept only 
“virgin” becomes greater in proportion as 
“secondary” drives away “virgin” from the 
demand which will accept “secondary.” 
(This is indeed the same argument which 
we used a moment ago to include in the 
supply that part of “virgin” which “Alcoa” 
fabricates; it is not apparent to us why 
the judge did not think it applicable to that 
item as well.) At any given moment there- ’ 
fore “secondary” competes with “virgin” 
in the ingot market; further, it can, and 
probably does, set a limit or “ceiling” be- 
yond which the price of “virgin” cannot 
go, for the cost of its production will in 
the end depend only upon the expense of 
scavenging and reconditioning. It might 
seem for this reason that in estimating 
“Alcoa’s” control over the ingot market, . 
we ought to include the supply of “sec- 
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Ondary,” as the judge did. Indeed, it may 
be thougit a paradox to say that anyone 
has the monopoly of a market in which 
at all times he must meet a competition 
that limits his price. We shall show that 
it is not. 


[4] In the case of a monopoly of any 
commodity which does not disappear in use 
and which can be salvaged, the supply seek- 
ing sale at any moment will ben made up of 
two components: (1) the part which the 
putative mouopoelist-can- +mmediately pro- 
duce and sell; and (2) the part which has 
been, or can be, reclaimed out of what he 
has produced and sold in the past. By hy- 
pothesis Hie presently controls the first of 
these ¢ components ; the second he has con- 
trolled in the _past, although he ‘no longer 
does. During the period when he did con- 
trol the second, if he was aware of his 
interest, he was guided, not alone by its 
effect at that time uponthe market, but by 
his knowledge that some part of it was like- 
ly to be reclaimret and seek the future mar- 
ket. That consideration will to some ex- 
tept always affect his production until he 

L- decides to abandon the Business, or for 
some other reason ceases to be concerned 
with the future market. Thus, in the case 
at bar “Alcoa” always knew that the fu- 
ture supply of ingot would be made up in 
part of what it produced at the time, and, 
if it was as far-sighted as it proclaims it- 
self, that consideration must have had its 
share in determining how much to produce. 
How accurately it could forecast the effect 
of present production upon the future mar- 
ket is another matter. Experience, no 
doubt, would help; but it makes no differ- 
ence that it had to guess; it is enough that 
it had an inducement to make the best guess 
it could, and that it_would regulate that 
part of the future supply, se-far as it should 
turn_o ¢ guessed right. ¢ com- 
petition of “secondary” must therefore be 
disregarded, as soon as we consider the 

ition of “Alcoa” over a period of years; 
iit ite as much within “Alcoa’ 's’ " control as 
the production of thé “virgin” from 
which it had been derived. This can be 
well iflustrated by the case of a lawful 
monopoly: e¢. g. a patent or a copyright. 
(The monopolist cannot prevent those to 
whom he sells from reselling at whatever 
| prices they please. United States v. Gen- 
eral Electric Co., 272 U.S. 476, 484, 47 S. 
| Ct. 192, 71 L.Ed. 362. Nor can he prevent 
their reconditioning articles worn by use, 
unless they in fact make a new article. 
148 F.2d-—-27% 
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Wilson v. Simpson, 9 How. 109, 123, 13 
L.Ed. 66. At» any moment his control 
over the market will therefore be limited 
by that part of what he has formerly sold, 
which the price he now charges may 
bring upon the market, as second hand or 
reclaimed articles. Yet no one would 
think of saying that for this reason the 
patent or the copyright did not confer a 
monopoly. Again, consider the situatioif 
of the owner of the only supply of some 
raw material like iron ore. Scrap iron is 
a constant factor in the iron market; it 
is scavenged, remelted into pig, and sold in 
competition with newly smelted pig; an 
owner of the sole supply of ore must al- 
ways face that competition and it will 
serve to put a “ceiling” upon his price, 
so far as there is enough of it. Never- 
theless, no one would say that, even dur- 
ing the period while the pig which he has 
sold in the past can so return to the mar- 
ket, he does not have a natural monopoly. 
Finally, if “Alcoa” is right, precisely the 
same reasoning ought to Icad us to include 
that part of clippings and trimmings which 
a fabricator himself saves and remelts— 
“process scrap”—for that too pro tanto 
reduces the market for “virgin.” It can 
make no difference whether the original 
buyer reclaims, or a professional scaven- 
ger. Yet “Alcoa” itself docs not assert 
that such “process scrap” competes; in- 
deed it was at pains to prove that this 
scrap was not included in its computa- 
tion of “secondary.” 


We conclude therefore that “Alcoa’s” 
control over the ingot market must be 
reckoned at over ninety per cent; that 
being the proportion which its production 
bears to imported “virgin” ingot. If the 
fraction which it did not supply were the 
produce of domestic manufacture there 
could be no doubt that this percentage 
gave it a monopoly—lawful or unlawful, 
as the case might be. The producer of 
so large a proportion of the supply has 
complete control within certain limits. It 
is true that, if by raising the price he re- 
duces the amount which can be marketed 
—as always, or almost always, happens— 
he may invite the expansion of the small 
producers who will try to fill the place 
left open; nevertheless, not only is there 
an inevitable lag in this, but the large 
producer is in a strong position to check 
such competition; and, indeed, if he has 
retained his old plant and personnel, he 
can inevitably do so. There are indeed 
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limits to his power; substitutes are avail- 
able for almost all commodities, and to 
raise the price enough is to evoke them. 
United States v. Corn Products Refining 
Co., D. C., 234 F. 964, 976; United States 
v. Associated Press., D. C., 52 F.Supp. 
362, 371; Fashion Originators Guild v. 
Federal Trade Commission, 2 Cir., 114 F. 
2d 80, 85. Moreover, it is difficult and ex- 
pensive to keep idle any part of a plant or 
of personnel; and any drastic contraction 
of the market will offer increasing temp- 
tation to the small producers to expand. 
But these limitations also cxist when a 
single producer occupies the whole mar- 
ket: even then, his hold will depend up- 
on his moderation in exerting his imme- 
diate power. 


{[5] The case at bar is however differ- 
ent, because, for aught that appears there 
may well have been a practically unlimit- 
ed supply of imports as the price of ingot 
rose. Assuming that there was no agree- 
ment between “Alcoa” and foreign pro- 
ducers not fo import, they sold what could 
bear the handicap of the tariff and the 
cost of transportation. For the period of 
eighteen years—1920-1937—thcy sold at 
times a little above “Alcoa's” prices, at 
times a little under; but there was sub- 
stantially no gross difference between 
what they received and what they would 
have received, had they sold uniformly 
at “Alcoa’s” prices. While the record is 
silent, we may therefore assume—the 
plaintiff having the burden—that, had 

\*Alcoa” raised its prices, more ingot 
, would have been imported. Thus there 
\4s a distinction between domestic and for- 
eign competition: the first is limited in 
quantity, and can increase only by an in- 
crease in plant and personnel; the scc- 
ond is of producers who, we must assume, 
produce much more than they import, and 
whom a rise in price will presumably in- 
duce immediately to divert to the Ameri- 
can market what they have been selling 
elsewhere. It is entirely consistent with 
the evidence that it was the threat of 
greater foreign imports which kept “Al- 
coa’s” prices where they were, and pre- 
vented it from exploiting its advantage 
as sole domestic producer; indeed, it 1s 
hard to resist the conclusion that poten- 
tial imports did put a “ceiling” upon those 
prices. Nevertheless, within the limits 
afforded by the tariff and the cost of 
transportation, “Alcoa” was free to raise 
its prices as it chose, since it. was free 
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from domestic competition, save as it 
drew other metals into the market as sub- 
stitutes. Was this a monopoly within the 
meaning of § 2? The judge found that, 
over the whole half century of its exist- 
ence, “Alcoa’s” profits upon capital in- 
vested, after payment of income taxes, 
had been only about ten per cent. and, 
although the plaintiff puts this figure a 
little higher, the difference is neghes'e. 
The plaintiff docs indeed challenge the 
propriety of computing profits wpon a 
capital base which included past earnirgs 
that have been allowed to remain in the 
business; but as to that it is plainty 
wrong. An argument is indeed often 
made in the case of a public utility, that 
the “rate-base” should not include earn- 
ings re-invested which were greater than 
a fair profit upon the actual investment 
outstanding at the time. That argument 
depends, however, upon the premise that 
at common law—even in the absence of 
any commission or other authority en- 
powered to enforce a “reasonable” rate 
— it is the duty of a public utility to charge 
no more than such a rate, and that any 
excess is unlawfully collected. Perhaps 
one might use the same argument in the 
case of a monopolist; but it would be a 
condition that one should show what part 
of the past earnings were extortionate, 
for not all that even a monopolist may 
earn is caput lupinum. The plaintiff made 
no such attempt, and its distinction be- 
tween capital, “contributed by consumers” 
and capital, “contributed by sharehold- 
ers,” has no basis in law. “Alcoa’s” earn- 
ings belonged to its shareholders, they 
were free to withdraw them and spend 
them, or to leave them in the business. If 
they chose to leave them, it was no differ- 
ent from contributing new capital out of 
their pockets. This assumed, it would be 
hard to say that “Alcoa” had made exorb- 
itant profits on ingot, if it is proper to allo- 
cate the profit upon the whole business pro- 
portionately among all its products—ingot, 
and fabrications from ingot. A profit of 
ten per cent in such an industry, dependent, 
in part at any rate, upon continued tariff 
protection, and subject to the vicissitudes 
of new demands, to the obsolescence of 
plant and process—which can never be ac- 
curately gauged in advance—to the chance 
that substitutes may at any moment be dis- 
covered which will reduce the demand, and 
to the other hazards which attend all in- 


dustry; a profit of ten per cent, so condi- - 
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é-tioned, could hardly be considered extor- 


tionate. 

(6,7] There are however, two answers 
to any such excuse; and the first is that 
the profit on ingot was not necessarily the 
same as the profit of the business as a 
whole, and that we have no means of allo- 
cating its proper share to ingot. It is true 
that the mill cost appears; but obviously it 
would be unfair to “Alcoa” to take, as the 
measure of its profit on ingot, the differ- 
ence between selling price and mill cost; 
and yet we have nothing else. It may be 
retorted that it was for the plaintiff to 
prove what was the profit upon ingot in ac- 


. cordance with the general burden of proof. 


We think not. Having proved that “Alcoa” 
had a monopoly of the domestic ingot mar- 
ket, the plaintiff had gone far enough; if 
it was an excuse, that “Alcoa” had not 
abused its power, it lav upon “Alcoa” to 
prove that it had not. But the whole is- 
sue is irrelevant anyway, for it is no excuse 
for “monopolizing” a market that the mon- 
opoly has not been used to extract from 
the consumer more than a “fair” profit. 
Indeed, even 
though we disregarded all but economic 
considerations, it would by no means fol- 
low that such concentration of producing 
power is to be desired, when it has not been 
used extortionately. Many people believe 
that possession of unchallenged economic 
power deadens initiative, discourages thrift 
and depresses energy; that immunity from 
competition is a narcotic. and rivalry is a 
stimulant, to industrial progress; that the 
spur of constant stress is necessary to coun- 
teract an inevitable disposition to let well 
cnough alone. Such pcople beheve that 
competitors, versed in the craft as no con- 
sumer can be, will be quick to detect oppor- 
tunities for saving and new shifts in pro- 
duction, and be eager to profit by them. 
In any event the mere fact that a producer, 
having command of the domestic market, 
has not been able to make more than a 
“fair” profit, is no evidence that a “fair” 
profit could not have been made at lower 
prices. United States v. Corn Products Re- 
fining Co., supra, 1014, 1015 (234 F. 964). 
True, it might have been thought adequate 
to condemn only those monopolies which 
could not show that they had exercised the 
highest possible ingenuity, had adopted ev- 
ery possible economy, had anticipated ev- 
ery conceivable improvement, stimulated 
every possible demand. No doubt, that 
would be one way of dealing with the mat- 
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ter, although it would imply constant scru- 
tiny and constant supervision, such as 
courts are unable to provide. Be that as 
it may, that was not the way that Congress 
chose; it did not condone “good trusts” 
and condemn “bad” ones; it forbad all. 
Moreover, in so doing it was not necessar-- 
ily actuated by economic motives alone. 
It is possible, because of its indirect social 
or moral effect, to prefer a system of small 
producers, each dependent for his success 
upon his own skill and character, to one in 
which the great mass of those engaged 
must accept the direction of a few. These 
considerations, which we have suggested 
only as possible purposes of the Act, we 
think the decisions prove to have been in 
fact its purposes. 


{8] It is settled, at least as to § 1, that 
there are some contracts restricting com- 
petition which are unlawful, no matter how 
beneficent they may be; no industrial exi- 
gency will justify them; they are absolute- 
ly forbidden. Chief Justice Taft said as 
much of contracts dividing a_ territory 
among producers, in the often quoted pas- 
sage of his opinion in the Circuit Court 
of Appeals in United States v. Addystone 
Pipe & Steel Co., 6 Cir., 85 F. 271, 291, 46 
L.R.A. 122. The Supreme Court uncondi- 
tionally condemned all contratts fixing 
prices in United States v. Trenton Potter- 
ies Co., 273 U.S. 392, 397, 398, 47 S.Ct. 377, 
71 L.Ed. 700, 50 A.L.R. 989: and whatever 
doubts may have arisen as to that decision 
from Appalachian Coals Inc. v. United 
States, 288 U.S. 344, 53 S.Ct. 471, 77 L.Ed. 
825, they were laid by United States v. So- 
cony-Vacuum Co., 310 U.S. 150, 220-224, 
60 S.Ct. 811, 84 L.Ed. 1129. It will now 
scarcely be denied that the same notion 
originally extended to all contracts—“rea- 
sonable,” or “tunreasonable’—which re- 
strict competition. United States v. Trans- 
Missouri Freight Association, 166 U.S. 290, 
327, 328, 17 S.Ct. 540, 41 L.Ed. 1007; Unit- 
ed States v. Joint Traffic Association, 171 
U.S. 505, 575-577, 19 S.Ct. 25, 43 L.Ed. 259. 
The decisions in Standard Oil Co. v. Unit- 
ed States, 221 U.S. 1, 31 S.Ct. 502, 55 L.Ed 
619, 34° L.R.A.,N.S., 834, Ann.Cas.1912D, 
734, and American Tobacco Co. v. United 
States, 221 U.S. 106, 31 S.Ct. 632, 55 L.Ed. 
663, certainly did change this, and since 
then it has been accepted law that not all 
contracts which in fact put an end to ex- 
isting competition are unlawful. Starting, 
however, with the authoritative premise 
that all contracts fixing prices are uncon- 
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ditionally prohibited, the only possible dif- 
ference between them and a monopoly is 
that while a monopoly necessarily involves 
an equal, or even greater, power to fix pric- 
es, its mere existence might be thought not 
to constitute an exercise of that power. 
That distinction is nevertheless purely for- 
mal; it would be valid only so long as the 
monopoly remained wholly inert; it would 
disappear as soon as the monopoly began to 
operate; for, when it did—that is, as soon 
as it began to sell at all—it must sell at 
some price and the only price at which it 
could sell is a price which it itself fixed. 
Thereafter the power and its exercise must 
needs coalesce. Indeed it would be absurd 
to condemn such contracts unconditional- 
ly, and not to extend the condemnation to 
monopolies; for the contracts are only 
steps toward that entire control which mo- 
nopoly confers: they are really partial mo- 
nopolies. 


{9] But we are not left to deductive 
reasoning. Although in many settings it 
may be proper to weigh the extent and ef- 
fect of restrictions in a contract against its 
industrial or commercial advantages, this 
is never to be done when the contract is 
made with intent to set up a monopoly. As 
much was plainly implied in Swift & Co. 
v. United States, 196 U.S. 375, 396, 25 §, 
Ct. 276, 49 L.Ed. 518, where the court spoke 
of monopoly as being the “result” which 
the law seeks to prevent; and, although the 
language on pages 60 and 61 of Standard 
Oil Co. v. United States, 221 U.S. 1, 31 S. 
Ct. 502, 55 L.Ed. 619, 34 L.R.A.,N.S., 834, 
Ann.Cas.1912D, 734, is not altogether clear, 
it seems to presuppose as a premise that a 
monopoly is always an “unreasonable re- 
straint of trade.” Again, the opinion in 
y Sugar Institute v. United States, 297 U.S. 
553, 598, 56 S.Ct. 629, 642, 80 L.Ed. 859, 
borrowing from Appalachian Coals Inc. v. 
United States, supra, 288 U.S. 344, 374, 
53 S.Ct. 471, 77 L.Ed. 825, said: “Accord- 
ingly we have held that a co-operative en- 
terprise otherwise free from objection, 
which carries with it no monopolistic men- 
ace” need not always be condemned. These 
were indeed only thrown out as steps in 
the argument; but Fashion Originators 
Guild v. Federal Trade Commission, 312 U. 


1 “If the concerted powers of this com- 
bination are intrusted to a single man, it 
is a kingly prerogative, inconsistent with 
our form of government, and should be 
subject ‘to the strong resistance of the 
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S. 457, 61 S.Ct. 703, 85 L.Ed. 949, was e 
ruling. That concerned a combination of 
dressmakers who set up a boycott against 
all retailers who should deal in dresses cop- 
ied—"“pirated”—from the dressmakers’ de- 
signs. Before the Commission the dress- 
makers had offered to prove that “the prac- 
tices of FOGA were reasonable and neces- 
sary to protect the manufacturer, laborer, 
retailer and consumer against devastating 
evils growing from the pirating of orig- 
inal designs and had in fact benefitted al! 
four.” (312 U.S. at page 467, 61 S.Ct. 708). 
All such evidence the Commission refused 
to hear, raising as sharply as possible the 
issue whether the combination could ex- 
cuse itself as “reasonable” because of the 
benefits it conferred upon the industry. 
The court sustained the Commission be- 
cause “the purpose and object of this com- 
bination, its potential power, its tendency 
to monopoly, the cocrcion it could and did 
practice upon a rival method of competi- 
tion, all brought it within the policy of the 
prohibition”, 312 U.S. 457 at page 467, 61 
S.Ct. 708. Moreover, the Clayton Act it- 
self, §§ 14 and 18, 15 U.S.C.A., shows that 
practices harmless in themselves will not 
be tolerated when they “tend to create a 
monopoly.” Perhaps, it has been idle to 
labor the point at length; there can be no 
doubt that the vice of restrictive contracts 
and of monopoly is really one, it is the de- 
nial to commerce of the supposed protec- 
tion of competition. To repeat, if the ear- 
lier stages are proscribed, when they are 
parts of a plan, the mere projecting of 
which condemns them unconditionally, the 
realization of the plan itself must also be 
proscribed. 


[10,11] We have been speaking only of 
the economic reasons which forbid monop- 
oly; but, as we have already implied, there 
are others, based upon the belief that great 
industrial consolidations are inherently un- 
desirable, regardless of their economic re- 
sults. In the debates in Congress Senator 
Sherman himself in the passage quoted in 
the margin showed that among the pur- 
poses of Congress in 1890 was a desire to 
put an end to great aggregations of capital 
because of the helplessness of the individ- 
ual before them.2 Another aspect of the 


State and national authorities * © *” 
21 Cong. Record, 2457. 

“The popular mind is agitated with prob- 
lems that may disturb social order, and 
among them all nose iq more threatening 
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same notion may be found in the language 
of Mr. Justice Peckham in United States v. 
Trans-Missouri Freight Association, supra, 
at page 323 (166 U.S. 290, 17 S.Ct. 540, 
41 L.Ed. 1007). That Congress is still of 
the same mind appears in the Surplus Prop- 
erty Act of 1944, 50 U.S.C.A.Appendix § 
1611 et seq., and the Small Business Mobil- 
ization Act, 50 U.S.C.A.Appendix § 1101 et 
seq. Not only does § 2(d) of the first de- 
clare it to be one aim of that statute to 
“preserve the competitive position of small 
business concerns,” but § 18 is given over 
to directions designed to “preserve and 
strengthen” their position. In United 
States v. Hutcheson, 312 U.S. 219, 61 S.Ct. 
463, 85 L.Ed. 788, a later statute in pari 
materia was considered to throw a cross 
light upon the Anti-trust Acts, illuminating 
enough even to override an earlier ruling 
of the court. Throughout the history of 
these statutes it has been constantly as- 
sumed that one of their purposes was to 
perpetuate and preserve, for its own sake 
and in spite of possible cost. an organiza- 
tion of industry in small units which can 
effectively compete with each other. We 

} hold that “Alcoa’s” monopoly of ingot was 
of the kind covered by § 2. 


7 [12] It does not follow because “Alcoa” 
* had such a monopoly, that it “monopolized” 
{the ingot market: it may not have achieved 
monopoly; monopoly may have been-thrust 
upon it, If it had heen a.combination of 
existing smelters which united the whole 
industry and controlled the production of 
all aluminum ingot, it would certainly have 
“monopolized” the market. In several de- 
cisions the Supreme Court has decreed the 
dissolution of such combinatians, although 
they had engaged in no unlawful trade 
practices. Perhaps we should not count 
among these Northern Securities Co. v. 
United States, 193 U.S. 197, 327, 24 S.Ct. 
436, 48 L.Ed. 679, because it was decided 
under the old dispensation which ended 
with Standar@ Oil Co. v. United States, su- 
pra, (221 U.S. 1, 31 S.Ct. §02, 55 L.Ed. 619, 
34 L.R.A.,N.S., 834, Ann.Cas.1912D, 734) ; 
but the following cases were later. United 


than the inequality of condition, of wealth, 
and opportunity that has grown within a 
single generation out of the concentration 
of capital into vast combinations to con- 
trol production and trade and to break 
down competition. These combinations al- 
ready defy or control powerful transporta- 
tip corporations and reach State authori- 
thas. They reach out their Briarean arms 
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States v. Union Pacific R. Co., 226 U.S. 61, 
88, 33 S.Ct. 53, 57 L.Ed. 124; International 
Harvester v. Missouri, 234 U.S. 199, 209, 
3 S.Ct. 859, 58 L.Ed. 1276, 52 L.R.A.,N.S., 
525; United States v. Reading Co., 253 U.S. 
26, 57-59, 40 S.Ct. 425, 64 L.Ed. 760; Unit- 
ed States v. Southern Pacific Co., 259 U.S. 
214, 230, 231, 42 S.Ct. 496, 66 L.Ed. 907. 
We may start therefore with the premise 
that to have combined nincty per cent of 
the producers of ingot would have been to 
“monopolize” the ingot market; and, so far j 
as concerns the public interest, it can make 
no difference whether an existing compe- 
tition is put an end to, or whether prospec- 
tive competition is prevented. The Clay- 
ton Act itself speaks in that alternative: 
“to injure, destroy, or prevent competition.” 
§ 13(a) 15 U.S.C.A. Nevertheless, it ist} 
unquestionably true that from the very out-' 
set the courts have at least kept in reserve 
the possibility that the origin of a monopoly 
may be critical in determining its !egality; 
and for this they had warrant in some of 
the congressional debates which accompa- 
nied the passage of the Act. In Re Greene, 
C.C.Ohio, 52 F. 104, 116, 117; United States 
v. Trans-Missouri Freight Association, 8 
Cir., 58 F. 58, 82, 24 L.R.A. 73. This notion 
has usually been expressed by saying that 
size does not determine guilt; that there} 
must be-same “exclusion” of competitors; | 
that the growth must be something else ' 
than “natural” or “normal”; that there / 
must be a “wrongful! intent,’ or some oth- , 
er spettfic-intent; or that som& “unduly” 
coercive means must be used. At times, 
there has been emphasis upon the use of 
the active verb, “monopolize,” as the judge a 
noted in the case at bar. United States v. 
Standard Oil Co., C.C.Mo., 173 F. 177, 196; 
United States v. Whiting, D.C., 212 F. 466, 
478; Patterson v. United States, 6 Cir., 222 
F. 599, 619; National Biscuit Co. v. Fed- 
eral Trade Commission, 2 Cir., 299 F. 735, 
738. What engendered these compunctiotis 
is reasonably plain; persons may unwit- 
tingly find themselves in possession of a 
monopoly, automatically so to say: that is, 
without having intended either to put an 
end to existing competition, or to prevent 


to every part of our country. They are 
imported from abroad. Congress alone 
can deal with them, and if we are unwill- 
ing or unable there will soon be a trust for 
every production and a master to fix the 
price for every necessity of life. * * *” 
21 Cong. Record, 2460. See also 21 Cong. 
Record 2588. 





¢ 
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competition from arising when none had 
existed; they may become monopolists by 
force of accident. Since the Act makes- 
“monopolizing” a crime, as well as a civil 
wrong, it would be not only unfair, but pre- 
sumably contrary to the intent of Congress, 
po include such instances. A market may, 


, ‘for example, be so limited that it is impos- 


’ 


\ 


/ 


sible to produce at all and meet the cost 
of production except by a plant large 
enough to supply the whole demand, Or 
there may be changes in taste or in cost 
which drive out all but one purveyor. A 
single producer may be the survivor out 
of a group of active competitors, merely 
by virtue of his superior skill, foresight 
and industry. In such cases a strong 
argument can be made that, although, the 
result may expose the public to the evils 
of monopoly, the Act does not mean to con- 
demn the resultant of those very forces 
which it is its prime object to foster: finis 
opus coronat. The successful competitor, 
having been urged to compete, must not he 
turned upon when he wins. The most ex- 
treme expression of this view is in United 
States v. United States Steel Corporation, 
251 U.S. 417, 40 S.Ct. 293, 64 L.Ed. 343, 8 
A.L.R. 1121, from which we quote in the 
margin ;* and which Sanford, J., in part 
repeated in United States v. International 
Harvester Corporation, 274 U.S. 693, 708, 
47 S.Ct. 748, 71 L.Ed. 1302. It so chances 
that in both instances the corporation had 
less than two-thirds of the production in 
its hands, and the language quoted was not 
necessary to the decision; so that even if it 
had not later been modified, it has not the 
authority of an actual decision. But, what- 
ever authority it does have was modified 
by the gloss of Cardozo, J., in United States 
v. Swift & Co., 286 U.S. 106, p. 116, 52 S. 
Ct. 460, 463, 76 L.Ed. 999, when he said, 
“Mere size * * * is not an offense against 
the Sherman Act unless magnified to the 


point at which it amounts to a monopoly 


8 Justice McKenna for the majority said, 
251 U.S. 417 at page 451, 40 S.Ct. 209: 
“The corporation is undoubtedly of impres- 
sive size, and it takes an effort of resolu- 
tion not to be affected by it or to exagger- 
ate its influence. But we must adhere to 
the law, and the law does not make mere 
size an offense, or the existence of unex~- 
erted power an offense. It, we repeat, re- 
quires overt acts and trusts to its prohbibi- 
tion of them and ite power to repress or 
punish them. It does not compel competi- 
tion, nor require all that is possible.” The 
minority through Day, J. agreed, 251 0:8. 
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* © © but size carries with it an opper- 
tunity for abuse that is 

when the opportunity is Proved to c 
been utilized in the past2’ “Alcoa’s” 

was “magnified” to-make it a “aenaneiyr ; 
indeed, it has never been anything clse |. and 
its size, not only offered it an. “opportumty 
for abuse,” but it “utilized” its size for 
“abuse,” as can easily be shown. 


’ 


tS 


{13} It would completely misconstrue — 


“Alcoa’s” position in 1940 to hold that it 
was the passive beneficiary of a monopoly, 
following upon an involuntary elimination 
of competitors by automatically operative 
economic forces. Already in 1909, when, 
its last lawful monopoly ended, it sought to 
strengthen its position by unlawful prac- 
tices, and these concededly continued until 
1912. In that year it had two plants jp New 
York, at whtctrit p?éduced less than 42 mil- 
lion pounds of ingot; in 1934 it Bad five 
plants (the original two, enlarged; one in 
Tennessee; one in North Carolina; one in 


_ Washingfon), and its production had risen 


to about 327 million pounds, an increase of 
almost eight-fold. Meanwhile hot a pound 
of ingot had been produced by anyone else 
in the United States.- This increase and 
this continued and undisturbed cgntral did 
not fall undesigned into “Alcoa's” lap; ob- 
viously it could not have done so. It could 
only have resulted, as it did result, from _a 
persistent dete.mination to maintain. ‘the 
control, with which it found itsetf vestéd in 
1912. There were at least on€ or two abor- 
tive attempts to enter the industry, but 
“Alcoa” effectively anticipafed and fore- 
stalled all competition, ama succeeded in 
holding the field alone. 
ed demand and opened new uscs for the 
metal, but not without making sure that it 
could supply what it had evoked. There 
is no dispute as to this; “Alcoa” 
it as evidence of the skill, energy and ini- 
tiative with which it has always conducted 
its business; as a reason why, having won 


417 at page 460, 40 S.Ct. 302: “the act 
offers no objection to the mere size of a 
corporation, nor to the continued exertion 
of its lawful power, when that size and 
power have been obtained by lawful means 
and developed by natural growth, although 
its resources, capital and strength may give 
to such corporation a dominating place in 
the business and industry with which it 
is concerned. It is entitled to maintain 
its size and the power that legitimately 
goes with it, provided ne law has been 
transgressed in obtaining it.” 


avows 


a 


\/ 


True, it stimulat-- 


| 
; 
{ 








, it nevcr 
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ite way by fair means, it should be com- 
mended, and not dismembered. We need 
charge it with no moral derelictions after 
1912; we may Adsumie that a]] it-claims for 
iteelf i is true. The only question is wheth- 
er it fall# within the exception established 
in favor of those Ww t can- 
not avoid; the control of a market. It 
seems to us that that questiof scarcely sur- 
vives its statement. It was not inevitable 
that it should always anticipate increases 
in the demand for ingot and be prepared to 
supply them. Nothing compelled it to keep 
doubling and redoubling its capacity be- 
‘ fore others entered the field. It insists that 
competitors ; but we can 


| think of no more effective exclusion than 
progressively to emiraée cach new oppor- 


| 


t | 


! and the elite of personnel. 


tunity as it opened, and to face every new- 
comer with -w capacity already geared 
into a great organization; having the ad- 
vantage of experience, trade connections 
Only in case 


\_ we interpret “exclusion” as limited to ma- 


~ [4] 


noeuyres not honestly industrial, but actu- 
ated solely by a desire to prévent competi- 
tion, can such a course, indefatigabiy pur- 
sued, be deemed not “exclusionary.” So to 
limit it werld in our judgment emasculate 
the Act; would permit just such consoli- 
dations as it was designed to prevent. 


“Alcoa” answers that it positively 
assisted competitors, instead of discourag- 
ing them. That may be true as to fabrica- 
tors of ingot; but what of that? They 
were its market for ingot, and it is charged 
only with a_monopoly _of. ingot. We can 
find no instance of its helping prospective 
ingot mgnufacturers. We do not forget the 
Southern Aluminum Company in whose 
origin it did have some part; though that 
was over before the end of 1914 and was 
im any event scarcely late enough to count. 
We are speaking, not of its purchase of the 
remains of the plant in 1915; we are not 





3 For example, the first letter contained 
the following: “I do not believe that the 
political conditions existing in the United 
States make it advisable to associate our 
aluminium companies, even for the fabri- 
cation of alumina. Mr. Sternfeld, whom I 
talked with in Paris a few days ago, told 
me that in his conversations with yon on 
the subject he was under the impression 
that you are of the same opinion as I, and 
that it would be preferable for your com- 
pany, the Southern and the Northern each 
to work alone in al) branches of fabrica- 
tion and commerce.” And again: “It 
would evidently be better for the equilibri- 
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suggesting—as the plaintiff argues—that 
that was a move to keep the plant out of 
the ingot market; we are speaking of the 
original venture. In December, 1911, Ar- 
thur V. Davis was in Europe, engaged in 
forming the “cartel” of 1912, which we will 
assume not to have been meant to affect 
the production of ingot in the United 
States; for so the judge found. The first 
form of the project was a corporation in 
which all the members of that “cartcl” were 
to share—‘“Alcoa,” through its Canadian 
subsidiary. That plan was abandoned; 
but the French interests, which had been 
Parties to it, organized the Southern Alu- 
minum Company in its place; and the cor- 
respondence between those interests and 
“Alcoa” in 1913—especially the French let- 
ter of April 16 and “Alcoa’s” answer of 
May 10—even though it may not justify the 
conclusion that the two were acting in con- 
junction, leaves no doubt that they were 
not to be competitors at arms length.? Per- 
haps, as the plaintiff argues, “Alcoa” did 
think that the new project might be useful 
in persuading the plaintiff, whose attack 
had just ended in the decree of 1912, that 
the company was to be a real competitor. 
Be that as it may, the expected competi- 
tion was not to be of the ordinary kind. 


[15,16] We disregard any question of 
“intent.” Relatively early in the history of 
the Act—1905—Holmes, J., in Swift & Co 
v. United States, supra, (196 U.S. 375, 396, 
25 S.Ct. 276, 49 L.Ed. 518), explained this 
aspect of the Act in a passage often quoted. 
Although the primary evil was monopoly, 
the Act also covered preliminary steps, 
which, if continued, would lead to it. These 
may do no harm of themselves; but, if they 
are initial moves in a plan or scheme which, 
carricd out, will result in monopoly, they 
are dangerous and the law will nip them in 
the bud. For this reason conduct falling 
short of monopoly, is not illegal unless it is 


um of the market if we would take a large 
portion of our supply of power with the 
view of producing nitrures” (nitrates?) 
“rather than to employ the whole to in- 
crease our production of metal.” The an- 
awer in part read: “As to whether it is 
wiser to build at first one plant in the 
United States conjointly between the 
Southern Aluminum Company and the 
Aluminum Company of America is to my 
mind rather a detail, and, if you prefer 
to have the Southern Company build its 
own plant at Whitney, while the Alumi- 
num Company builds another for itecif, I 
see no objection to that proceduse,’ 





—— 
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part of a plan to monopolize, or to gain such 
other control of a market as is equally for- 
bidden. To make it so, the plaintiff must 
prove what in the criminal law is known 
as a “specific intent”; an intent which goes 
beyond the mere intent to do the act. By 
far the greatest part of the fabulous rec- 
ord piled up in the case at bar, was con- 
cerned with proving such an intent. The 
plaintiff was seeking to show that many 
transactions, neutral on their face, were 
not in fact necessary to the development 
of “Alcoa’s” business, and had no motive 
except to exclude others and perpetuate its 
hold upon the ingot market. Upon that ef- 
fort success depended in case the plaintiff 
failed to satisfy the court that it was un- 
necessary under § 2 to convict “Alcoa” of 
practices unlawful of themselves. The 
plaintiff has so satisfied us, and the issue 
of intent ceases to have any importance; 
no intent is relevant except that which is 
relevant to any liability, criminal or civil: 
i. e. an intent to bring about the forbidden 
act. Note 59 of United States v. Socony- 
Vacuum Oil Co., supra, 310 U.S. 150 on 
page 226, 60 S.Ct. 811, on page 845, 84 L. 
Ed. 1129, on which “Alcoa” appears so 
much to rely, is in no sense to the con- 
trary. Douglas, J., was answering the de- 
fendants’ argument that, assuming that a 
combination had attempted to fix prices, it 
had never had the power to do so, for there 
was too much competing oil. His answer 
was that the plan was unlawful, even if 
the parties did not have the power to fix 
prices, provided that they intended to do 
so; and it was to drive home this that he 
contrasted the case then before the court 
with monopoly, where power was a neces- 
sary element. In so doing he said: “An 
intent and a power * * * are then 
necessary,” which he at once followed by 
quoting the passage we have just men- 
tioned from Swift & Co. v. United States, 
supra, 196 U.S. 375, 25 S.Ct. 276, 49 L.Ed. 
518. In order to fall within § 2, the mo- 
nopolist must have both the power to mo- 
nopolize, and theintent to mongpolize. To 
read the passage as demanding any “spe- 


\ cific,” intent, makes nonsense of it, for no 


monopofist monopolizes unconscious of 
what he is doing. So here, “Alcoa” meant 


_to keep, and did keep, that complete and 


exclusive hold upon the ingot market with 
which it started. That was to “monopo- 
lize” that market, however innocently it 
otherwise proceeded. So far as the judg- 
ment held that it was not within § 2, it 
must be reversed. 
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II. 
“Alcoa’s” Uniawful Practices, 


[17] As we have said, the plaintiff also 
sought to convict “Alcoa” of practices in 
which it engaged, not because they were 
necessary to the development of its busi- 
ness, but only in order to suppress competi- 
tors. Since we are holding that “Alcoa” 
“monopolized” the ingot market in 1940, re- 
gardless of such practices, these issues 
might be moot, if it inevitably followed 
from our holding that “Alcoa” must be dis- 
solved. It could be argued that the new 
companics which would then emerge, 
should not be charged in retrospect with 
their predecessor’s illegal conduct; but 
should be entitled to start without the hand- 
icap of injunctions, based upon its past. 
Possibly that would be true, except that 
conditions have so changed since the case 
was closed, that, as will appear, it by no 
means follows, because “Alcoa” had a mo- 
nopoly in 1940, that it will have one when 
final judgment is entered after the war. 
That judgment may leave it intact as a 
competing unit among other competing 
units, and the plaintiff might argue, and 
undoubtedly will, that, if it was in the past 
guilty of practices, aimed at “monopoliz- 
ing” the ingot market, it would be proper 
and necessary to enjoin their resumption, 
even though it no longer will have a mo- 
nopoly. For this reason it appears to us 
that the issues are not altogether moot. In 
spite of the prolixity of the evidence, the 
challenged practices can be divided into 
three classes: (a) the “preemption” of 
bauxite deposits and water power; (b) the 
suppression of several efforts by competi- 
tors to invade cither the ingot market, or 
some of the markets for fabricated goods; 
(c) the “domination” of the markets for 
such goods, and particularly of the mar- 
kets for “sheet” and “cable.” 


(a) “Pre-emption” of Bauxite and Water- 
Power. 

The plaintiff attempted to prove, and as- 
serts that it did prove, that “Alcoa” bought 
up bauxite deposits, both in Arkansas—thc 
chief source of the mineral in the United 
States—and in Dutch, and British, Guiana, 
in excess of its needs, and under circum- 
stances which showed that the purchases 
were not for the purpose of securing an 
adequate future supply, but only in order to 
seize upon any available supply and so as- 
sure its monopoly. The very statement of 
this charge shows that it deperds upon 
“Alcoa's” intent, for, if the purchases pro 


~y 


- 
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vided for the future needs of the business, 
or for what “Alcoa” honestly believed were 
its future needs, they were innocent. In 
its effort to show such an intent, here and 
elsewhere, the plaintiff made the whole his- 
tory of the industry from its beginning the 
subject of inquiry, with a persistence which 
left mo corner unsearched. The judge 
heard the evidence with unmatched pa- 
tience, and punctilious care and minute- 
ness; and with equal industry and detail 
considered it for almost a year before he 
gave his opinion, in which he overruled 
all the plaintiff's contentions. The plain- 
tiff’s brief before us seems to intimate that 
in doing so he was actuated by a bias in “Al- 
coa’s” favor; and, if by that is meant that 
“Alcoa” completely satisfied him of its in- 
mocence throughout, bias he certainly 
showed. That, however, is precisely the bi- 
as which all evidence is intended to create, 
and which it should create, if a court does 
its duty. If, on the other hand, it is sug- 
gested that into his conclusions there en- 
tered motives, not derived from the evi- 
dence, the record is utterly devoid of any 
support for it. 


[18-21] We assume that Federal Rulcs 
of Civil Procedure, Rule 52(a), 28 U.S.C. 
A. following section 723c, applies as well to 
appeals’ taken under Rule 72, as to those 
taken under Rule 75, although it makes 
very little difference whether or not it does, 
because Rule 52(a) in substance merely 
carried over the earlicr practice in equity 
to all trials before a judge. State Farm 
Mutual Automobile Insurance Co. v. Bon- 
acci, 8 Cir., 111 F.2d 412, 415; Petterson 
Lighterage & Towing Corporation v. New 
York Central R. Co., 2 Cir., 126 F.2d 992, 
995; Katz Underwear Co. v. United 
States, 3 Cir., 127 F.2d 965, 966; 3 Moore’s 
Federal Practice, § 52.01. It is idle to try 
to define the meaning of the phrase, “clear- 
ly erroneous”; all that can be profitably 
said is that an appellate court, though it 
will hesitate less to reverse the finding of 
a judge than that of an administrative tri- 
bunal or of a jury, will nevertheless re- 
verse it most reluctantly and only when 
well“persuaded. This is true to a consid- 
egable degree even when the judge has not 
seen the witnesscs. His duty is to sift 
the evidence, to put it into logical sequence 
and to make the proper inferences from it; 
and in the case of a record of over 40,000 
pages like that before us, it is physically 
impossible for an appellate court to func- 
tion at all without ascribing some prima 
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facie validity to his conclusions. Consum- 
ers Import Co. v. Kawasaki, 2 Cir., 133 F. 
2d 781, 787. What the plaintiff is really 
asking is that we shall in effect reconsider 
the whole evidence de novo, as though it 
had come before us in the first instance. 
The impossibility of that at once appears, 
if we consider what it would have involved, 
had the appeal taken its usual course and 
been heard by the nine justices of the Su- 
preme Court. However, whatever may be 
said in favor of reversing a trial judge’s 
findings when he has not scen the witness- 
es, when he has, and in so far as his find- 
ings depend upon whether they spoke the 
truth, the accepted rule is that they “must 
be treated as unassailable.” Davis v. 
Schwartz, 155 U.S. 631, 636, 15 S.Ct. 237, 
39 L.Ed. 289; Adamson v. Gilliland, 242 
U.S. 350, 353, 37 S.Ct. 169, 61 L.Ed. 356; 
Alabama Power Co. v. Ickes, 302 U.S. 464, 
477, 58 S.Ct. 300, 82 L.Ed. 374. The rea- 
son for this is obvious and has been repeated 
over and over again; in such cases the ap- 
peal must be decided upon an incomplete 
record, for the printed word is only a part, 
and often by no’ means the most important 
part, of the sense impressions which we 
use to make up our minds. Morris Pian 
Industrial Bank v. Henderson, 2 Cir., 131 
F.2d 975, 977. Since an appellate court 
must have some affirmative reason to re- 
verse anything done below, to reverse a 
finding it must appear from what the rec- 
ord does preserve that the witnesses could 
not have been speaking the truth, no mat- 
ter how transparently reliable and honest 
they could have appeared. Even upon an 
issue on which there is conflicting direct 
testimony, appellate courts ought to be 
chary before going so far; and upon an 
issue like the witness’s own intent, as to 
which he alone can testify, the finding is 
indeed “unassailable,” except in the most 
exceptional cases. 


[22] In the case at bar, the first issue 
was whether, when “Alcoa” bought up the 
bauxite deposits, it really supposed that 
they would be useful in the future. It 
would be hard to imagine an issue in which 
the credibility of the witnesses should more 
depend upon the impressions derived from 
their presence. “Alcoa” relied principally 


upon the testimony of three of its officers, 
though there were some issues (the pur- 
chase of bauxite was among them), as to 
which not all three testified. These were 
the chairman of its board, Arthur V. Da- 
vis; its president, Roy A. Hunt; and Da- 
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vis’ brother, Edward K. Davis, a former 
vice-president. Arthur V. Davis was on 
the stand for seven weeks; his testimony 
occupies 844 printed pages on the direct 
and 1445, on the cross; Edward K. Da- 
vis, called by the plaintiff, was on the 
stand six weeks; his direct occupies 1727 
pages and his cross, 146; Hunt was on the 
stand two weeks; in his case the corre- 
sponding figures are 266 and 346. Thus 
the judge had an unrivaled opportunity to 
observe how they bore themselves under a 
most prolonged and searching test; and 
he went out of his way to commend their 
candor and credibility. Nor could the is- 
sue turn upon the dependability of their 
memory; they knew why they had bought 
the bauxite; they were either speaking 
the truth, or perjuring themselves, not only 
upon this issue but elsewhere throughout 
this amazing record. Evidence must be 
beyond measure convincing which leads to 
that conclusion in the face of the most 
positive assurance from the only impar- 
tial observer at the time, that they seemed 
to him men of honor and veracity. While 
it is of course truc that thty had an inter- 
est to excuse their past conduct and that 
the transactions admitted a sinister intcr- 
pretation, neither of these facts was con- 
clusive. Upon this, as upon all the is- 
sues, the plaintiff had the burden and must 
lose unless it succeeded in doing more 
than leaving the proof in balance. Taking 
all these considcrations together, it seems 
plain to us that we should be unwarranted 
in declaring these findings “clearly er- 
roneous.” 

= Little need be added as to the similar 
charge that “Alcoa” bought up suitable 
water power which it did not need; and 
did so for the purpose of preventing eom- 
petition. It did buy a number of such 
sites which it did not fully use; but, con- 
, sidering the extraordinary increase in in- 
got production which in fact took place 
even without the witnesses’ explanations 
the inference which the plaintiff asks us to 
draw would be weak indeed; and certainly 
we should not be justified in holding that 
it overbore those explanations. 


(b) Suppression of Competitors Seeking 
to Invade the Ingot Market. 


[23] The plaintiff relies upon two 
transactions as showing that “Alcoa” tried 
to suppress incipient competition by pur- 
chasing interests in two Norwegian alu- 
minum companies; and a third, by pur- 
chasing interests in water-power at the 
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head of the Saguenay River, Canada. The ~“* 


Ford Motor Company, in the winter of 
1920-1921, wished to secure an independ- 
ent source of aluminum; and one of its 
representatives met Haskell, the president 
of the Baush Company, and consulted him 
about getting one. Haskell in that winter 
saw Kloumann, the representative of a 
Norwegian company, which we may call 
“A. H. Norsk”; and Haskell got an option 
on the property. There was a sharp dis- 
pute as to whether Arthur V. Davis 
learned of these negotiations; but we shali 
assume that he did so shortly after May 
18, 1921, in spite of the fact that the letter 
which conveyed that information was ex- 
cluded. In the following July, “Alcoa” ' 
agreed with Kloumann to buy a half inter- 
est in “A. H. Norsk,” and bought it in Oc- 
tober, 1922, after Davis had got permission 
from the Attorney General in accordance 
with the requirements of the decree of 
1912. In the letter in which he stated the 
case to the Attorney General, Davis de- 
clared that he wished to have the property 
in order to compete with German produc- 
ers abroad; and that is the reason which 
he gave on the stand, and which the jardge 
accepted. This evidence also admits the 
interpretation that Davis wished to head 
off Haske, and perhaps in fact he did; 
but we cannot see that the issue differs 
from that which arose over the purchases 
of bauxite and water-power. It is impossi- 
ble to say 4 priori what motive actuated 
Davis; even though he knew that his pur- 
chase would interrupt Haskell’s negotia- 
tions on behalf of the Ford Company, it’ by 
no means follows that he did not wish the 
property for the reasons he gave to the At- | 
torney General. Indeed, the plaintiff did | 
not prove that there were no other sources | 
of foreign aluminum open to the Ford 
Company; or even that there were no 
plants which it could have bought. The 
purchase of the other Norwegian plant had 
no accompaniment of cutting out American 
competition; as to it “Alcoa’s” good faith 
must certainly be accepted. 

The last transaction was “Alcoa’s” inter- 
vention in a large power development at 
the source of the Saguenay River in Lake 
St. John, Canada. This lake is of large 
area and capacity; and at some time be- 
fore 1922, James B. Duke, a very rich 
financier, had secured two water-powers 
close to the outlet, about eighteen miles 
apart, called the Upper, and Lower, Devel- 
opments. The Upper Development was 


built by 1924, but the Lower Development J 
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C was not completed till 1931. In 1922 a rep- 
resentative of Duke proposed to Davis that 
he should take some of tic power from the 
Upper Development but nothing was done; 
but if 1924 “Alcoa” was planning to build 
a plant at Arvida, near the Saguenay 
River; and at some time after October 15 
of that year, Davis and Duke resumed ne- 
gotiations, though this time for the pur- 
chase of the Lower Development. These 
resulted in its- purchase in July, 1925, by 
means of a merger into “Alcoa” of one 
of Duke’s corporations, which owned 
the property. When Duke died in October, 
1925, his executors wished to dispose of the 
Upper Development also, and “Alcoa” ob- 
tained a fifty-three and one-half per cent 
interest in it during the spring of 1926. 
All the power used at Arvida has come 
from the Upper Development; and “Al- 
coa,” after finishing the Lower Develop- 
ment, sold the power to others, until “’Lim- 
ited” acquired the property in 1938. 

In October, 1924, the brothers, Uihlein, 
who had formerly been brewers in St. 
Louis, and had alrcady bought a banxite 
deposit in British Guiana, conferred with 
Duke about using the power of the Upper 
Development to make ingot; but nothing 
came of these negotiations. Davis said 
that the Uihleins told him that, when he 
and Duke began to deal with each other in 
the autumn of 1924, they had entirely 
abandoned the idea of going into the alu- 
minum business, and so the judge found, 
The VUihleins, having given up the bauxite 
business, sold out their deposits in British 
Guiana in December, 1921, to three equal 
interests, of which “Alcoa” wasone. (This 
was one of the purchases considered in the 
preceding heading.) Haskell on his own 
account also ucgotiated with Duke for an 
interest in the Upper Development, but 
these negotiations had ended before Dukc’s 
death. The plaintiff argucs that “Alcoa” 
was aware of the negotiations between 
Duke and the Uihlcins, and between Duke 
'and Haskell; and knew that, once it had 
secured the Lower Development, Duke was 
sure to lose interest in any independent 
aluminum plant. It adds that the fact that 
“Alcoa” has never used the Lower Devel- 
opment to manufacture ingot, shows that 
it must have been bought for another pur- 
pose. “Alcoa” answers that its original 
purpose was to develop the Lower Devel- 
opment after the Arvida plant had been 
Built, meanwhile taking power from the 
Upper; that it was only aftcr Duke’s death 
that it bought a share in the Upper; and 
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that the Uihlein and Haskell projects had 
nothing to do with its purchase of the Low- 
er Development. This answer is not so 
patently implausible an explanation that the 
judge was bound ‘to reject it, and to find 
that the plaintiff had carried the burden of 
proof upon the issue. 


(c) “Alcoa's” Domination of the Fabricat- 
ing Fields. 


([24] The last of “Alcoa’s” supposedly 
unlawful practices was its infiltration into, 
and manipulation of, some of the markets 
for fabricated goods. These were three 
kinds: (1) buying an interest in the Alu- 
minum Castings Company, and Alumin- 
um Manufactures, Inc.; (2) the “Price 
Squeeze”; (3) the “Piston Patent Pool.” 
(1) “Castings” were one of the earliest 
uses of aluminum; “Alcoa” began to u.. °° 
them about 1901, and by 1909 there were a 
number of companies engaged in the busi- 
ness. Five of these combined in that year 
to form the Aluminum Castings Company, 
of whose shares “Alcoa” received fifty 
per cent in exchange for advances made 
at the time. It does not appear what pro- 
portion of the total output these five com 
panies had been manufacturing; certainly 
the plaintiff did not prove that they con- 
trolled the castings market. Later they ac- 
quired a sixth foundry; and in 1919 the 
combination was reorganized as Aluminum 
Manufactures, Inc. In 1922 it leased all 
its real estate and machinery to “Alcoa” 
for twenty-five years, and may he regard- 
ed as thereafter a subsidiary. We cannot 
see that in all this the plaintiff has proved 
anything relevant to the action. If. it 
means that there was a monopoly of the 
castings market as such, there is no sup- 
port whatever in the record for such an 
assertion. If it means that “Alcoa's” ins 
tervention in the castings business helps 
to support its claim that “Alcoa” monopo- 
lized the ingot market, the inference is ex- 
tremely weak. Finally, there was nothing 
in the transactions themsclves which indi- 
cated that they were independently unlaw- 
ful, or that they served to make “Alcoa's” 
legal position as to the ingot industry less 
vulnerable than it would otherwise have 
been. 

The Aluminum Goods Manufacturing 
Company makcs cooking and other utensils 
out of aluminum. It was formed in 1909 


by the consolidation of three small com- 
panies; all its plants are in Wisconsin, and 
its principal place of business is in that 
At the trial thirty-one per cent of 


state. 


"a 
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the shares were held by “Alcoa” and its of- 
ficers, and this proportion had been thirty- 
six per cent in 1918. The proportion of the 
shares held by the three families, which 
had originally owned the combining com- 
panies, was almost thirty-six per cent, and 
if there were added the shares owned by 
employees and by residents of the town 
where the principal business is, the per- 
centage was originally over fifty per cent 
and has so remained. Four of the six di- 
rectors have always represented the oric- 
inal interests; the other two have repre- 
sented “Alcoa’s” interest. The four have 
frequently shown entire independence of 
“Alcoa,” and on several occasions have 
overruled its two directors, although the 
two companies have, very naturally, usual- 
ly acted in unison. Again, we are not 
clear whether the plaintiff means to argue 
that by its holdines in this company “AI- 
coa” “monopolizes,” or has attempted to 
“monopolize.” the utensil market; if so, 
there is no support for it. Tf on the other 
hand, the charge is that “Alcoa” invested 
in the company as part of its monopoly of 
the ingot market, that may be true. It may 
have hoped in this way to secure at least 
a friendly market for its ingot, if ingot 
competition should increase. As part of its 
general conduct after the Bradley patert 
expired, this purchase may thus be rele- 
vant, just as its investment in the castings 
business may be: but. like its investment in 
that business, there is nothing to support 
the conclusion that here was a practice or 
manoeuvre mercly to suppress or exclude 
competitors; and there was no justification 
for joining the Aluminum Goods Manufac- 
turing Company as a defendant. 


(2) The “Price Squeeze.” 


The plaintiff describes as the “Price 
Squecze” a practice by which, it says, “Al- 
coa” intended to put out of business the 
manufacturers of aluminum “sheet” who 
were its competitors; for “Alcoa” was it- 
self a large—in fact much the largest— 
maker of that product, and had been the 
first to introduce it many years before the 
period in question. The challenged prac- 


tice ended with the year 1932, shortly after’ 


the Department of Justice took- up the com- 
plaints of several “shect” makers, and be- 
yan to investigate. The plaintiff says that 
the “squceze” had been in operation for a 
long time before the year 1925, and that by 
means of it “Alcoa” had succeeded in elim- 
inating four out of the eight companies 
which competed with it. However, it will 
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not be necessary to go back of 1925, for the 
only question before us is whether an in 
junction shall go, and a test of that is 
whether the practice in the years 1925- 
1932, inclusive, was unlawful. If it was, 
the time when it began is irrelevant; if it 
was not, it was equally lawful in the carlier 
years. We shall not describe the manu- 
facture of “sheet’—‘“sheet rolling”’—he- 
yond saying that “rolling ingot.” nor 
“notched bar ingot,” must be used, and tho: 
it is forced between two rollers until it gets 
to the desired thickness: “gavge.” It 1s 
made as “coiled sheet” or “flat sheet”; al- 
so the metal may be hardened by various 
alloys to bring up its tensile strength. The 
“squeeze” is asserted to have been exercised 
upon five “gauges” of “coiled sheet,” four 
“gauges” of “tlat sheet” and five “ganges” 
of alloyed metal—called “)uralumin.” 
Between the years 1925 und 1937 inclu- 
sive “Alcoa’s” books show the price of all 
these kinds of “sheet” for the “gauges” in 
question, together with the cost of makin; 
it from ingot. They also show the price of 
ingot, which was of course the same for all 


“ ” 
re 


auges” and for all kinds of “sheet,”: as 
it was the same for all uses of aluminum 
other than “sheet.” We are accepting as 
a hasis the tables appearing as Section 
XVII of the Appendix to the plaintiff's 
brici--which is more favorable to “Alcoa” 
than those which the judge used. Except 
for the years 1925-1928, inclusive, these 


33 


tables do not include as an item of cost, 
“Unabsorbed Burden”; an accounting al- 
lowance, computed to cover the expense 
and loss properly to be attributed to that 
part of “Alcoa's” plant which was not be- 
ing used during each year. We cannot see 
why it we t a proper item to include in 
the cost of tion, for it was to be ex- 
pected that ot! .cet rollers” also would 
be unable to k« r plants fully occu- 
pied; and, if so, over a term of years they 
would have to “absorb” the ensuing loss in 
the price of the product. Moreover, as we 
have said, “Alcoa” itself so kept its books 
for the first four years of the period in 
question. . Those were prosperous years 
during which the item was not likely to 
have been large, but even though we were 
to deduct in those years the average for 
the years in which “Alcoa” deducted it, the 
difference this would make in the average 
cost of “sheet” for the years before 1933 is 
trifling. At the expense of logical consist- 
ency and in order not to complicate the 
computations unduly, we have used the 
tables as they stand. 
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The plaintiff's theory is that “Alcoa” 
consistently sold ingot at so high a price 
that the “sheet rollers,” who were forced 
to buy from it, could not pay the expenses 
of “rolling” the “sheet” and make a living 
profit out of the price at which “Alcoa” it- 
self sold “sheet.” To establish this the 
plaintiff asks us to take “Alcoa’s” costs of 
“rolling” as a fair measure of its competi- 
tors’ costs, and to assume that they had to 
meet “Alcoa’s” price for all grades of 
“sheet,” and could not buy ingot elsewhere. 
It seems to us altogether reasonable, in the 
absence of proof to the contrary, to sup- 
pose that “Alcoa’s” “rolling” costs were not 
higher than those of other “sheet rollers”; 
and, although it is true that theoretically, 
imported “virgin” was always available, for 
the reasons we have already given when 
we were discussing the monopoly in ingot, 
we think that it could at best be had at very 
little less than “Alcoa's” prices. As for 
“secondary, there were a number of uses 
for “sheet” for which the trade would not 
accept such of it as was available in the 
years in question. Besides, the “spread” 
between suitable grades of “secondary” 
and “virgin” was also very small. 


[25] Compressing into reasonable com- 
pass what the tables show, the result is as 
follows. For all the five “gauges” of 
“coiled sheet” for eight ycars, 1925—1932, 
the average profit open to competing “roll- 
ers” was .84 cents a pound, as against 4.7 
cents for the five succeeding years, 1933- 
1937. ~The corresponding figures for “flat 
sheet” were .59 cents and 4 cents; and for 
“Duralumin,” 49 cents and 11.8 cents. 
Morcover, in 31 instances out of 112 there 
was no “spread” at all; that is, the cost 
of ingot plus the cost of “rolling” was 
greater than the price at which “Alcoa” 
was selling “sheet.” Obviously, there was 
in the eight years little or no inducement 
to continue in the “shcet” business, and 
Baush, the only “roller” of “Duralumin,” 
gave up in 1931, although “Alcoa” insists, 
and the judge found, that this was because 
of its inefhiciency. There can be little 
doubt that “Alcoa” changed the price of 
ingot in 1933 because it feared some action 
by the Department. True, it dropped the 
cost of ingot only about two and a half 


, gents, and that advantage did not all inure 


. to the profit of “sheet rollers,” for the price 


of the majority of the “gauges” in al] three 
kinds of “sheet” fell as well. However, 
the cost of making “sheet” also fell for 
every “gauge,” and that in some part off- 
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set the fall in the price of “sheet.” There 
resulted an average net gain in 1933 in all 
“gauges” of “coiled sheet” of 2.84 cents a 
pound; and the corresponding figure for 
“flat sheet” was 4.49 cents, and for “Du- 
ralumin,” 3.14 cents. Morcover, although 
this advantage necessarily varied during 
the years 1934-1937, the cost of ingot—the 
most important factor—continued to be 
lower than in 1933 for all the following 
years except 1937, and then it was higher 
by only a quarter of a cent. The judge 
held and we agree that the “squeeze” was 
eliminated by lowering the price of ingot; 
and to do so “Alcoa” had to reduce the 
price, not only to “sheet rollers,” but to all 
customers who bought ingot for any pur- 
pose. The drop of two and one half cents 
in 1933 went along with an actual—though 
it is true a very small—increase in mill 
cost, which left a margin of 4.62 cents for 
overhead expenses. Since 1925 that mar- 
gin had never becn less than ten cents ex- 
cept in 1932, when it was seven and a half 
cents. It is of course possible that the 
reduction in the price of ingot was accom- 
panied by a corresponding drop in over- 
head; the record is silent; but it seems to 
us unreasonable to make that assumption: 
sudden changes of such magmitude are not, 
to be expected. Rather we think that the 
plaintiff made out a prima facie case that 
“Alcoa” had been holding ingot at a priced 
higher than a “fair price,” and had re-\ 
duced the price only because of pressure.| 
lf that was not so, it should have rebutted 
the inference. “4 


[26] In spite of this evidence the judge 
found that in these years “Alcoa” had not 
intended to monopolize the “sheet” market; 
or to exclude others; or to fix discrimina- 
tory prices, or prices of any kind; or to 
sell below the cost of production, measur- 
ing ingot price as part of the cost. The 
last of these findings presupposes that “‘Al- 
coa” could not have known the cost of 
“rolling sheet,” for obviously it knew the 
prices at which “sheet” and ingot were sell- 
ing. It says that it did not know, because 
the cost of “rolling sheet” varied from 
year to year, and could not be ascertained 
till the end of the year, so that it could 
never tell in advance what part of the 
gross “spread” between the “sheet” price 
and the ingot price would be left as profit. 
That is indeed hard to believe; but, assum- 
ing that it could not, since the judge so 
found, at least as early as 1930 the com- 
plaints charged it with notice of the effect 
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{* higher than a “fair price.” 
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of what it was doing; and yet it kept on 
until the Department began to move, when 
it at once found means to cure the situa- 
tion. Since we have not the question 
whether competitors were in fact dam- 
aged, but only whether there was enough 
evidence on which to base an injunction for 
the future, the only doubts are two: first, 
whether, when “Alcoa” came to know the 
veffect of the “squeeze,” as it did, the 
“squeeze” became unlawful; and second, 
whether the issue has become moot, which 
we will reserve until we come to discuss 
remedies. That it was unlawful to set the 
‘ price of “sheet” so low and hold the price 
of ingot so high, seems to us unquestiona- 
ble, provided, as we have held, that on this 
record the price of ingot must be regarded 
True, this 
was only a consequence of “Alcoa’s” con- 
trol over the price of ingot, and perhaps it 
ought not to be considered as a separate 
wrong; moreover, we do not use it as part 
of the reasoning by which we conclude 
that the monopoly was unlawful. But it 
was at least an unlawful exercise of “Al- 
coa’s” power after it had been put on no- 
tice by the “sheet rollers’” complaints; and 
this is true, even though we assent to the 
judge’s finding that it was not part of an 
attempt to monopolize the “sheet” market. 
We hold that at least in 1932 it had become 
a wrong. 


[27] The same considerations do not 
apply to “cable,” of which “Alcoa” is the 
only fabricator. The plaintiff charges that 
“Alcoa” secured a monopoly of this by set- 
ting the price so low that there was no 
adequate “spread.” That may be true, but 
aluminum “cable” must in any event com- 
pete with copper “cable,” and the plaintiff 
failed to show that, even though the price 
of ingot were reduced so as to realize only 
a “fair” profit, it would have been possible 
to compete with copper “cable” and leave 
an adequate “spread” for “cable” fabrica- 
tors. Complaints still continued after the 
“squeeze” in “sheet” had ended in 1933. 
The evidence permitted the conclusion that 
“Alcoa” may have had another intent in 
selling at a loss than to monopolize the 
market, or to suppress competition; and 
the finding was that it did. Such relief as 
the plaintiff can have, if any, upon this 
feature of the case, must therefore be lim- 
ited to that against the monopoly in ingot. 


(3) The Piston Patent Situation. 
[28] The plaintiff charges “Alcoa” with 
three kinds of misuses of patents: (1) an 


f 
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unlawful limitation of the production of 
licensees of its own patents; (2) accepting 
a license agreement from another patentee 
that unlawfully limited its own production; 
(3) using its own patents to force the pur- 
chase of ingot upon licensees. The situa- 
tion was somewhat complicated. In 1922 a 
number of persons owned fifty-three de- 
sign patents for automobile pistons; and 
“Alcoa” owned forty-five such patents; it 
also owned some process patents for mak- 
ing pistons. All the design patents were 
put into a pool, and “Alcoa” was made the 
exclusive licensee of all with power to sub- 
license. It then issued sublicenses to three 
companies of all the patents, limiting the 
number of pistons which each licensee 
could make. The plaintiff argues that, al- 
though this limitation was lawful as to the 
design patents, it was not lawful as to the 
process patents, because such a limitation is 
a way of extending the monopoly. We 
need not pass upon that proposition, al- 
though the Sixth Circuit upheld it in Bar- 
ber-Colman Co. v. National Tool Co., 6 
Cir., 136 F.2d 339, refusing to follow our 
decision in Straight Side Basket Corpora- 
tion v. Webster Basket Co., 2 Cir., 82 F.2d 
245, which was to the contrary. The de- 
cisions of the Supreme Court plainly show 
an increasing tendency not to allow a 
patentee to make use of the sanctions 
which follow upon an unrestricted prohi- 
bition of the right to make, vend and use. 
Although even at common law a patentee 
was not allowed to attach any condition 
upon the resale of a patented product, 
made and sold by himself, he was free to 
limit the price at which a licensee might 
himself sell what the licensee made, and it 
is not apparent to us what difference there 
is between that, and setting a price upon, 
or limiting the quantities of, a process. 
However, the whole subject is plainly in 
flux, and we do not wish to pass upon it 
unless we have to do so. In the case at bar 
we do not, because, granting all that the 
plaintiff says, it did not prove, in the case 
of any of the sublicensees, that the pistons 
were not covered by the design patents, as 


well as by the process patents; and if the —) 


limitation was valid upon the design pat- 
ents, it made no difference whether or not 
it was invalid upon the process patents. 


[29,30] The next charge arises from a 
transaction between the Bohn Aluminum 
and Brass Corporation and “Alcoa” in 1927. 
The Bohn company had a product patent 
for a “strut type” piston, which “Alcoa” 
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wished to make; and the Bohn company 
agreed to give “Alcoa” a license under this 
patent in exchange for ‘“Alcoa’s” license 
under the design and process patents. 
“Alcoa’s” liability for royalties were to be 
computed as follows: it was not to pay 
any royalties, unless it made more than 5,- 
000,000 pistons of all sorts in any year; 
but, if it did, it was to pay a royalty upon 
the excess until it had paid upon all pistons 
made during that year under the Bohn 
patent. The plaintiff argues that it was 
unlawful for the Bohn company to license 
“Alcoa” under an agreement which ex- 
empted it from any royalties so long as it 
kept its total production of pistons below 
the stint, and that, if so, it was equally un- 
lawful for “Alcoa” to submit to such a lim- 
itation upon its production. It is of course 
true that a patentee may not use his patent 
as a sanction for extending his monopoly 
beyond its terms; the cases cited by the 
plaintiff support that proposition. Stand- 
ard Sanitary Manufacturing Co. v. United 
States, 226 U.S. 20, 33 S.Ct. 9, 57 L.Ed. 
107; National Harrow Co. v. Hench, 3 
Cir., 83 F. 36, 39 L.R.A. 299; Blount Man- 
ufacturing Co. v. Yale & Towne Manufac- 
turing Co., C.C.Mass., 166 F. 555; United 
States v. New Departure Co., D.C., 204 F. 
107. Moreover, the agreement offered an 
inducement to “Alcoa” to limit its general 
production of pistons, since it would in this 
way avoid any royalties to Bohn. We will 
not say that that was not an unlawful ex- 
tension of the Bohn company’s monopoly, 
and conceivably if that company were a 
party to this action, we might enjoin fur- 
ther performance of the contract; though 
we could not do so in the absence of the 
patentee. liowever, the agreement was 
made in 1927, and any patent which it cov- 
ered has now expired, and with it, of ne- 
cessity, the contract. It might still be ar- 
gued that “Alcoa’’ ought to be enjoined 
from entering into any other such arrange- 
ment; but the point has become trivial to 
the last degree and appears to be raised for 
the first time in this appeal. We refuse to 
consider it. Helvering v. Wood, 309 U.S. 
344, 60 S.Ct. 551, 84 L.Ed. 796, 


[31] Finally, the plaintiff charges that 
in 1929 “Alcoa” and Aluminum Industries 
—one of the original three sublicensees of 
the pooled patents—agreed, as one of the 
considerations for its license, that the sub- 
licensee should buy its ingot from “Alcoa.” 
The theory here is that this was part of 
“Alcoa’s” effort to monopolize the ingot in- 
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dustry. This would be an unlawful prac- 
tice, if proved; but the judge decided that 
no such agreement had been made, and the 
evidence certainly admitted that conclu- 
sion. We find nothing in “Alcoa’s” dealing 
with the piston patents which demands any 
change in the judgment. 

This concludes all that we think it nec- 
essary to say about “Alcoa’s” supposed un- 
lawful practices. We have omitted consid- 
eration of any supposed conspiracy with 
foreign producers to protect its domestic 
monopoly, because it will be more conven- 
ient to deal with this as part of the or- 
ganization of “Timited,” and of “Alcoa’s” 
use made of “Limited” both before and 
after 1931 when the “Alliance” was found- 
ed, as will appear. The plaintiff’s position 
in general is that “Alcoa” was independ- 
ently a party to such combinations until 
the advent of the “Alliance”: we do not 
understand, however, that it asserts that 
this continued thereafter, except in so far 
as “Limited” is to be understood as always 
acting as “Alcoa’s” agent or affiliate. 


If. 
“Limited. 

“Limited” was incorporated in Canada 
on May 31, 1928, to take over those prop- 
erties of “Alcoa” which were outside the 
United States. Only two were excepted: 
a Dutch company which owned bauxite de- 
posits in Dutch Guiana; and a Canadian 
power transmission company, which sup- 
plied ‘‘Alcoa’s” Massena plant. “Akoa” 
also retained until 1931 an Italian compa- 
ny which it was using for experiments, and 
apparently for a few months forgot a small 
Norwegian power plant, which was trans- 
ferred in October, 1928. For special rea- 
sons the Alcoa Power Company, which 
owned the Lower Development on the 
Saguenay, was not conveyed until 1938, al- 
though both parties meant from the first 
to include it, and indeed it would have been 
useless to any plant in the United States. 
In exchange for all the properties con- 
veyed, “Limited” issued all its common 
shares to “Alcoa's” common shareholders 
in the proportion of one for every three; 
and it thus resulted that the beneficial own- 
ership remained what it had been, except 
for the interest of “Alcoa’s” preferred 
shareholders, who were apparently consid- 
ered amply protected by the properties in 
the United States. At first there remained 


some officers common to both companies; 
but by the middle of 1931, this had ceased, 
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and, formafly at any rate, the separation 
between the two companies was complete. 
At the conclusion of the transfers a ma- 
jority, though only a bare majority, of the 
common shares of “Alcoa” was in the 
hands of three persons: Andrew W. Mel- 
lon, Richard B. Mellon, his brother, and 
Arthur V. Davis. Richard Mellon died in 
1933, and Andrew in 1937, and their shares 
passed to their families; but in January, 
1939, the Davises, the officers and directors 
of “Alcoa” and the Mellon families—elev- 
en individuals in all—collectively still held 
48.9 per cent of “Alcoa’s” shares, and 48.5 
per cent of “Limited’s”; and Arthur V. 
Davis was then the largest shareholder in 
both companies. 


The companies had a number of transac- 
tions with each other, upon which the 
plaintiff relies to prove that.they did not 
deal at arms length, but that “Limited” was 
organized only as a creature of “Alcoa.” 
As one instance, “Limited” apparently 
would have been able at times to sell alu- 
minum in the United States at a profit but 
did not do so, becausc—the plaintiff ar- 
gues—they had agreed not to compete. 
The inference is not strong: to break into 
a new market protected by a tariff subject 
to change, particularly a market for long 
in the possession of a single powerful pro- 
ducer, is a step which an outsider might 
well hesitate to take. Another supposed 
instance of cooperation is the manufacture 
of some of “Limited’s” ore into alumina 
at the East St. Louis plant of “Alcoa” dur- 
ing the years 1928-1936. “Limited” had 
no alumina plant of its own—except one 
of an experimental nature—until the end 
of 1936; yet, although “Alcoa” did make 
all “Limited’s” alumina until 1932, there- 
after “Limited” bought a great deal from 
foreign manufacturers. Although “Alcoa” 
sold this alumina to “Limited” at a lower 
price than it billed alumina to its own alu- 
minum plants, “Alcoa’s” intramural ac- 
counts are without significance. “Alcoa” 
also did some fabrication for ‘Limited” 
from “Limited’s” own aluminum, and did 
it at only mill cost without overhead. That 
substantially ended by 1931; but, while it 
lasted, it was confessedly a favor, and in- 
deed for a short season “Alcoa” undoubt- 
edly did cast a kindly eye upon its “fledg- 
ling”, as Arthur V. Davis called it. ‘“Al- 
coa” also bought three parcels of “Limit- 
ed’s” aluminum: the first two in 1929, and 
the last in February, 1938. The first were 
perhaps at a lower price.than “Limited” 
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would otherwise have obtained, (the judge 
however found the prices were “fairly rep- 
resentative”); but they are not important, 
for they were both at the beginning of 
“Limited’s” business, while there had as 
yet probably been little, if any, separation 
of interest between the two groups of 
shareholders. The third purchase was of 
quite a different character; it was part of 
the consideration for the conveyance to 
“Limited” of the Alcoa Power Company. 
In 1928 “Limited” was not able to pay for 
this property, although, as we have said, it 
always expected eventually to receive it. 
The price, as finally fixed in 1938, was 
$35,000,000, of which “Limited” was to pay 
$20,000,000 in mortgage bonds issued by 
the company itself, and the remainder in 
payments of two kinds: “Limited” was to 
pay “Alcoa” for power at a fixed rate, 
which should amount to at least $330,000 
a year; and “Alcoa” was to have an op- 
tion upon 75,000,000 pounds of aluminum, 
at thirteen cents, which was less than the 
market rate. 


There was also some evidence that “Al- 
coa” took part in the formation of the 
“Alliance,” a foreign “cartel” which we 
shall describe later. This consists very 
largely of declarations of Arthur V. Davis, 
put in his mouth by other witnesses; of a 
cable of Edward K. Davis to one of “Lim- 
ited’s” other officers; and of the improba- 
bility that the “Alliance” should have been 
set up without the active cooperation of 
Arthur V. Davis, especially as he was con- 
cededly in Europe and in communication 
with some foreign producers at about the 
time that the “Alliance” was first bruited. 
Edward K. Davis was the originator of the 
“Alliance”; he gave as his reason for it 
that he feared that the-other foreign pro- 
ducers who had already joined in a “car- 
tel,” would shut him out. When these pro- 
ducers came to Canada in 1931 to arrange 
for the “Alliance,” they visited Arthur V. 
Davis and made an extended visit to “Al- 
coa’s” plants in the East. As anticipatory 
confirmation that the “Alcoa” had had a 
share in forming the “Alliance,” the plain- 
tiff also introduced evidence to show that 
before 1928 “Alcoa” had already had an 
understanding with foreigners as to prices. 
This corisisted largely of the statements of 
what others had said about an agreement 
to kecp their prices the same as “Alcoa's.” 
The plaintiff rested particularly upon the 
testimony of Haskell, (who testified, not 
only upon this point, but more generally), 








ge Pag Haskell’ testified, although 


important figures 
Baush company, he had madc his 
peace with “Alcoa” which had employed 
him im some advisory capacity. It must 
be remembered, however, that he had al- 
ready testified in the action of the Baush 
company against “Alcoa,” and that he 
could scarcely have repudiated what he 
then said. 


The Davises in answer to all this evi- 
dence swore that “Limited” had been or- 
ganized for three reasons, quite different 
from controlling prices in the United 
States. First, there was at that time a 
growing nationalism in the British Empire 
—where “Alcoa” sold most of its foreign 
aluminum—which manifested itself in the 
slogan: “Buy British,” and which would 
be better satisfied, if the properties were 
owned by a Canadian corporation, even 
though its shareholders were American. 
Next, “Alcoa” had neglected its foreign 
properties—relatively—and they would bet- 
ter prosper under a management, singly 
devoted to them. Finally, the time was 
coming when Arthur V. Davis wished to 
take a less active part in affairs; and 
there would be embarrassment in choosing 
between Hunt and Edward K. Davis, as 
his successor. Both said that the separa- 
tion between the companies had been ac- 
tually as complete as it was in form. Ar- 
thur said that, although while in Europe 
shortly before the “Alliance” was formed, 
foreign producers had spoken to him, he 
had then and always referred all their inqui- 
ries to his brother. Hc had discussed little 
with Edward any questions of policy about 
“Limited”; they had talked for the most 
part only about the history, development 
and future of the properties. He had in- 
deed seen a preliminary draft of the agree- 
ment, forming the “Alliance,” but not its 
final form until the time of the trial; and 
he had had nothing whatever to do with 
its formation. As for the trip of the for- 
eign producers in the United States, it was 
purely social; a “good-will” excursion, so 
to say, in which the relations of “Alcoa” 
and foreign production was not discussed. 


Upon the whole evidence the judge found 
that by 1935 “Limited” had become alto- 
gether free from any connection with “Al- 
coa,” and that “Alcoa” had had no part in 
forming the “Alliance,” or in any effort 
at any time to limit imports, to fix their 
price, or to intervene in price fixing “car- 
tels” in Europe—except the early ones. In 
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short, he again felt persuaded by the tes- 
timony against any inferences to be drawn 
from the conceded facts, and from the dec- 
larations put in the mouths of the Davises. 
As before, to do otherwise he would have 
had to find that both these men had delib- 
erately perjured themselves; and we can- 
not see that these findings prescnt us with 
anything different in substance from those 
on which we have already passed. Consid- 
ering the interests in “Limited” which Ar- 
thur V. Davis and both the Mellons had, 
it would perhaps have taxed our credulity 
to the breaking point to believe that they 
knew nothing about the formation of the 
“Alliance.” Arthur V. Davis did not go 
as far as that; and that he and the Mel- 
lons should have put into the hands of E¢- 
ward K. Davis the whole management of 
“Limited,” does not appear to us to pass 
the bounds of reasonable entertainment. 
“Alcoa” had had collisions in plenty with 
the plaintiff and others before 1931; the 
first Baush action, which challenged the 
“price squeeze,” had been filed in April, 
1928, and the second in July, 1931. It was 
not unreasonable to believe that Arthur V. 
Davis and the Mellons, seeing that some 
kind of “cartel” might be an inescapable 
incident to continuing business abroad, 
wished in 1931 to keep “Alcoa” as far re- 
moved from it as possible. 


[32-34] Even so, the question remains 
whether “Alcoa” should be charged with 
the “Alliance” because a majority of its 
shareholders were also a majority of “Lim- 
ited’s” shareholders; or whcther that would 
be true, even though there were a group, 
common to both, less than a majority, but 
large cnough for practical purposes to con- 
trol each. It is quite true that in propor- 
tion as courts disregard the fictitious per- 
sona of a corporation—as perhaps they are 
increasingly disposed to do—they must sub- 
stitute the concept of a group of persons 
acting in concert. Nevertheless, the group 
must not be committed legally except in so 
far as they have assented as a body, and 
that assent should be imputed to them only 
in harmony with the ordinary notions of 
delegated power. The plaintiff did not 
prove that in 1931, to say nothing of 1936, 
there was not a substantial minority in 
each company made up of those who held 
no shares in the other; and the existence 
of the same majority in the two corpora- 
tions was not enough by itself to identify 
the two. “Alcoa” would not be bound, un- 


less those who held the majority of its 
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sharen had heen authorized by the group 
as a whole to enter into the “Alliance”; 
and considering the fact that, as we shail 
show, it was an illegal arrangement, such 
an authority ought convincingly to appear. 
It does not appear at all. For support of 
this proposition we need look no further 
than to the decisions of the Supreme Court 
under the “Commodity Clause.” United 
States v. Delaware & Hudson Co., 213 U. 
S. 366, 29 S.Ct. 527, 53 L.Ed, 836; United 
States v. Lehigh Valley R. Co., 220 U.S. 
257, 31 S.Ct. 387, 55 L.Ed. 458; United 
States v. Delaware, Lackawanna & West- 
ern R., 238 U.S. 516, 35 S.Ct. 873, 59 L. 
Ed. 1438; United States v. Reading Co., 
253 U.S. 26, 40 S.Ct. 425, 64 L.Ed. 760; 
United States v. Lehigh Valley R. Co., 254 
U.S. 255, 41 S.Ct. 104, 65 L.Ed, 253; Unit- 
ed States v. Elgin, Joliet & Eastern R. Co., 
298 U.S. 492, 56 S.Ct. 841, 80 L.Ed. 1300. 
There was in all these cases strong reason 
to hold that the railroads had an “indi- 
rect” interest in the coal moved, yet the 
decisions uniformly assumed that the own- 
ership, not of a majority of the shares, but 
even of all the shares, did not make the 
corporations coalesce. Except when there 
was evidence that those in nominal control 
of one of the two corporations, exercised 
no independent decisiof, but followed the 
directions of the other, they were treated 
as juridically separate. Indeed, were it 
not so, a minority of shareholders would 
always be compelled to see to it that a ma- 
jority—perhaps even a controlling fraction 
—of the shares did not pass to a confed- 
erated group who had a similar control 
over another corporation. For these rea- 
sons we conclude that “Alcoa” was not a 
party to the “Alliance,” and did not join 
in any violation of § 1 of the Act, so far as 
concerned foreign commerce. 


Whether “Limited” itself violated that 
section depends upon the character of the 
“Alliance.” It was a Swiss corporation, 
created in pursuance of an agreement en- 
tered into on July 3, 1931, the signatories 
to which were a French corporation, two 
German, one Swiss, a British, and “Lim- 
ited.” The original agreement, or “car- 
tel,” provided for the formation of a cor- 
poration in Switzerland which should issue 
shares, to be taken up by the signatories. 
This corporation was from time to time to 
fix a quota of production for each share, 
and each shareholder was to be limited to 
the quantity measured by the number of 
shares it held, but was free to sell at any 
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price it chose. The corporation fixed e 
price every year at which it would take eff 
any shareholder's hands any part of its 
quota which it did not sell. No sharehold- 
er was to “buy, borrow, fabricate or sell” 
aluminum produced by anyone not a share- 
holder except with the consent of the 
board of governors, but that must not be 
“unreasonably withheld.” Nothing was 
said as to whether the arrangement ex- 
tended to sales in the United States; but 
Article X, known as the “Conversion 
Clause,” provided that any shareholder 
might exceed his quota to the extent that 
he converted into aluminum in the United 
States or Canada any ores delivered to him 
in either of those countries by persons sit- 
uated in the United States. This was con- 
fessedly put in to allow “Limited” to re- 
ceive bauxite or alumina from “Alcoa,” to 
smelt it into aluminum and to deliver the 
aluminum to “Alcoa.” Edward K. Davis 
gave as an explanation of this that “Lim- 
ited” needed some protection against “Al- 
coa’s” possible refusal to convey Alcoa 
Power Company, which “Alcoa” had never 
actually bound itself to transfer. Although 
in 1931 “Alcoa” had all the producing ca- 
pacity which it secmed likely to need (and 
so the event proved, for the clause was 
never invoked), Davis said that he did not 
know whether in the future the demand 
might not outrun that capacity, and wheth- 
er “Alcoa” might not therefore be tempted 
to hold onto the Lower Development, un- 
less “Limited” would smelt its alumina. 
That does indeed seem a somewhat far- 
fetched reason; but on the other hand it 
is hard to suppose that “Alcoa” really 
feared that it could not meet its future 
needs and meant to lean upon “Limited.” 
The incident may be thought to have a 
bearing on “Alcoa’s” implication in the 
“Alliance”; but its only substantial impor- 
tance, so far as we can see, is as showing 
whether the 1931 agreement was intended 
to cover the United States. That question 
arose very shortly after the agreement was 
made, and Edward K. Davis took the po- 
sition that the United States was included, 
relying upon absence of any exception in 
the general language. His interpretation 
would seem to have heen plainly right, not 
only for the reason he gave, but because 
otherwise there would have been no occa- 
sion for the “Conversion Clause.” How- 
ever, the other shareholders overruled him, 
and until 1936, when the new arrangement 
was made, imports into the United States 
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were not included in the quotas. The issue 
turned out to be unimportant anyway, for 
the annual average of imports during the 
five years was in the neighborhood of only 
fifteen million pounds. 

The agreement of 1936 abandoned the 
system of unconditional quotas, and sub 
stituted a system of royalties. Each share- 
holder was to have a fixed free quota for 
every share it held, but as its production 
exceeded the sum of its quotas, it was to 
pay a royalty, graduated progressively in 
Proportion to the excess; and these royal- 
ties the “Alliance” divided among the 
shareholders in proportion to their shares. 
This agreement—unlike the first—did not 
contain an express promise that the “Alli- 
ance” would buy any undisposed of stocks 
at a fixed price, although perhaps § 3 of 
Subdivision A, of Part X may have im- 
pliedly recognized such an obligation. Prob- 
ably, during the two years in which the 
shareholders operated under this agree- 
ment, that question did not arise for the 
demand for aluminum was very active. 
Nevertheless, we understand from “Limit- 
ed’s” answer to an interrogatory that the 
last price fixed under the agreement of 
1931 was understood to remain in foree. 
Although this agreement, like its predeces- 
sor, was silent as to imports into the Unit- 
ed States, when that question arose during 
its preparation, as it did, all the sharehold- 
ers agreed that such imports should be in- 
cluded in the quotas. The German com- 
panies were exempted from royalties—for 
obvious reasons—and that, it would seem, 
for practical purposes put them out of the 
“cartel” for the future, for it was scarcely 
possible that a German producer would be 
unable to dispose of all its production, at 
least within any future period that would be 
provided for. The shareholders continued 
this agreement unchanged until the end of 
March, 1938, by which time it had become 
plain that, at least for the time being, it was 
no longer of service to anyone. Nothing 
was, however, done to end it, although the 
German shareholders of course became ene- 
mies of the French, British and Canadian 
shareholders in 1939. The “Alliance” it- 
self has apparently never been dissolved; 
and indeed it appeared on the “Proclaimed 
List of Blocked Nationals” of September 
13, 1944. 


(35,36) Did either the agreement of 
1931 or that of 1936 violate § 1 of the Act? 
The answer does not depend upon whether 
we shall recognize as a source of liability 
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a Kiability imposed by another state. On 
the contrary we are concerned only with 
whether Congress chose to attach liability 
to the conduct outside the United States 
of persons not in allegiance to it. That 
being so, the only question open is wheth- 
er Congress intended to impose the liabil- 
ity, and whether our own Constitution per- 
mitted it to do so: as a court of the Unit- 
ed States, we cannot look beyond our own 
law. Nevertheless, it is quite true that we 
are not to read general words, such as those 
in this Act, without regard to the limita- 
tions customarily observed by nations upon 
the exercise of their powers; limitations 
which generally correspond to those fixed 
by the “Conflict of Laws.” We should not 
impute to Congress an intent to punish all 
whom its courts can catch, for conduct 
which has no consequences within the Unit- 
ed States. American Banana Co. v. United 
Fruit Co., 213 U.S. 347, 357, 29 S.Ct. 51J, 
53 L.Ed. 826, 16 Ann.Cas. 1047; United 
States v. Bowman, 260 U.S. 94, 98, 43 S. 
Ct. 39, 67 L.Ed. 149; Blackmer v. United 
States, 284 U.S. 421, 437, 52 S.Ct. 252, 76 
L.Ed. 375. On the other hand, it is set- 
tled law—as “Limited” itself agrees—that 
any state may impose liabilities, even upon 
persons not within its allegiance, for con- 
duct outside its borders that has conse- 
quences within its borders which the state 
reprehends; and these liabilities other 
states will ordinarily recognize. Strass- 
heim v. Daily, 221 U.S. 280, 284, 285, 31 
S.Ct. 558, 55 L.Ed. 735; Lamar v. United 
States, 240 U.S. 60, 65, 66, 36 S.Ct. 255, 
60 L.Ed 526; Ford v. United States, 273 
U.S. 593, 620, 621, 47 S.Ct. 531, 71 L.Ed. 
793; Restatement of Conflict of Laws § 65. 
It may be argued that this Act extends fur- 
ther. Two situations are possible. There 
may be agreements made beyond our bor- 
ders not intended to affect imports, which 
do affect them, or which a'Tect exports. 
Almost any limitation of the supply of 
goods in Europe, for example, or in South 
America, may have repercussions in the 
United States if there is trade between the 
two. Yet when one considers the interna- 
tional complications likely to arise from an 
effort in this country to treat such agree- 
ments as unlawful, it is safe to assume that 
Congress certainly did not intend the Act 
to cover them. Such agreements may on 
the other hand intend to include imports 
into the United States, and yet it may ap- 
pear that they have had no effect upon 
them. That situation might be thought tuo 
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fall within the doctrine that intent may be 
a substitute for performance in the case of 
a contract made within the United States; 
or it might be thought to fall within the 
doctrine that a statute should not be in- 
terpreted to cover acts abroad which have 
no consequence here. We shall not choose 
between these alternatives; but for argu- 
ment we shall assume that the Act does 
not cover agreements, even though intend- 
ed to affect imports or exports, unless its 
performance is shown actually to have had 
some effect upon them. Where both condi- 
tions are satisfied, the situation certainly 
falls within such decisions as United States 
v. Pacific & Artic R. & Navigation Co., 
228 U.S. 87, 33 S.Ct. 443, 57 L.Ed. 742; 
Thomsen v. Cayser, 243 U.S. 66, 37 S.Ct. 
353, 61 L.Ed. 597, Ann.Cas.1917D, 322 
and United States v. Sisal Sales Corpora- 
tion, 274 U.S. 268, 47 S.Ct. 592, 71 L.Ed. 
1042, (United States v. Nord Deutcher 
Lloyd, 223 U.S. 512, 32 S.Ct. 244, 56 L.Ed. 
531, illustrates the same conception in an- 
other field.) It is true that in those cases 
the persons held liable had sent agents into 
the United States to perform part of the 
agreement; but an agent is merely an ani- 
mate means of cxecuting his principal’s 
purposes, and, for the purposes of this 
case, he does not differ from an inanimate 
means; besidcs, only human agents can 
import and sell ingot. 


[37] Both agreements would clearly have 
been unlawful, had they been made within 
the United States; and it follows from 
what we have just said that both were un- 
lawful, though made abroad, if they were 
intended to affect imports and did affect 
them. Since the shareholders almost at 
once agreed that the agreement of 1931 
should not cover imports, we may ignore 
it and confine our discussion to that of 
1936: indeed that we should have to do 
anyway, since it superseded the earlier 
agreement. The judge found that it was 
not the purpose of the agreement to “sup- 
press or restrain the exportation of alumi- 
num to the United States for sale in com- 
petition with “Alcoa.” By that we under- 
stand that he meant that the agreement 
was not specifically directed. to “Alcoa,” 
because it only applied generally to the 
production of the shareholders. If he 
meant that it was not expected that the 
general restriction upon production would 
have an effect upon imports, we cannot 
agree, for the change made in 1936 was 
deliberate and was cxpressly made to ac- 
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complish just that. It would have been an 
idle gesture, unless the shareholders had 
supposed that it would, or at least might, 
have that effect. The first of the condi- 
tions which we mentioned was therefore 
satisfied; the intent was to set up a quota 
system for imports. 


[38] The judge also found that the 
1936 agreement did not “materially affect 
the * * * foreign trade or commerce 
of the United States”; apparently because 
the imported ingot was greater in 1936 and 
1937 than in earlier years. We cannot ac- 
cept this finding, based as it was upon the 
fact that, in 1936, 1937 and the first quar- 
ter of 1938, the gross imports of ingot in- 
creased. It by no means follows from such 
an increase that the agreement did not re- 
strict imports; and incidentally it so hap- 
pens that in those years such inference as 
is possible at all, leads to the opposite con- 
clusion. It is true that the average im- 
ports—including ‘“Alcoa’s”"—for the years 
1932-1935 inclusive were about 15 million 
pounds, and that for 1926, 1937 and one- 
fourth of 1938 they were about 33 million 
pounds; but the average domestic ingot 
manufacture in the first period was about 
96 million and in the second about 262 
million; so that the proportion of imports 
to domestic ingot was about 15.6 per cent 
for the first period and about 12.6 per cent 
for the second. We do not mean to infer 
from this that the quota system of 1936 did 
in fact restrain imports, as these figures 
might suggest; but we do mean that noth- 
ing is to be inferred from the gross in- 
crease of imports. We shall dispose of 
the matter therefore upon the assumption 
that, although the shareholders intended to 
restrict imports, it does not appear wheth- 
er in fact they did so. Upon our hypothe- 
sis the plaintiff would therefore fail, if it 
carried the burden of proof upon this issue 
as upon others. We think, however, that, 
after the intent to affect imports was 
proved, the burden of proof shifted to 
“Limited.” In the first place a depressant 
upon production which applies generally 
may be assumed, ceteris paribus, to dis- 
tribute its effect evenly upon all markets. 
Again, when the parties took the trouble 
specifically to make the depressant agply to 
a given market, there is reason to sup- 
pose that they expected that it would have 
some effect, which it could have only by 
lessening what would otherwise have been 
imported. If the motive they introduced 
was over-balanced in all instances by mo- 
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tives which induced the shareholders to 
import, if the United States market became 
90 attractive that the royalties did not 
count at all and their expectations were in 
fact defeated, they to whom the facts were 
more accessible than to the plaintiff ought 
to prove it, for a prima facie case had been 
made. Morcover, there is an especial pro- 
priety in demanding this of “Limited,” be- 
cause it was “Limited” which procured the 
inclusion in the agreement of 1936 of im- 
ports in the quotas. 


[39] There remains only the question 
whether this assumed restriction had any 
influence upon prices, Apex Hosiery Co. v. 
Leader, supra, 310 U.S. 469, 60 S.Ct. 982, 
8&4 L.Ed. 1311, 128 A.L.R. 1044. To that 
Socony-Vacuum Oil Co. v. United States, 
supra, 310 U.S. 150, 60 S.Ct. 811, 84 L.Ed. 
1129, is an entire answer. It will be re- 
membered that, when the defendants in 
that case protested that the prosecution had 
not proved that the “distress” gasoline had 
affected prices, the court answered that 
that was not necessary, because an agree- 
ment to withdraw any substantial part of 
the supply from a market would, if carried 
out, have some effect upon prices, and was 
as unlawful as an agreement expressly to 
fix prices. The underlying doctrine was 
that all factors which contribute to deter- 
mine prices, must be kept free to operate 
unhampered by agreements. For these 
reasons we think that the agreement of 
1936 violated § 1 of the Act. 


IV. 


The Remedies. 

Nearly five years have passed since the 
evidence was closed; during that time the 
aluminum industry, like most other indus- 
tries, has been revolutionized by the na- 
tion’s cffurts in a great crisis. That alone 
would make it impossible to dispose of the 
action upon the basis of the record as we 
have it; and so both sides agree; both 
appeal to us to take “judicial notice” of 
what has taken place meanwhile, though 
they differ as to what should be the result. 
The plaintiff wishes us to enier a judgment 
that “Alcou” shall be dissolved, and that 
we shall direct it presently to submit a 
plan, whose exccution, however, is to be 
deferred until after the war. It also asks 
a termination of all shareholding in com- 
fmon between “Alcoa” and “Limited”; and 


that injunctions shall go against any re- 
sumption of the putative unlawful prac- 
On the other hand, “Alcoa” argues 


tices. 
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that, when we look at the changes that 
have taken place—particularly the enor- 
mous capacity of plaintiff's aluminum 
plants—it appears that, even thongh we 
should conclude that it had “monopolized” 
the ingot industry up to 1941, the plaintiff 
now has in its hands the means to prevent 
any possible “monopolization” of the in- 
dustry after the war, which it may use as 
it wills; and that the occasion has there- 
fore passed forever which might call for, 
or justify, a dissolution: the litigation has 
become moot. “Limited” on its part ar- 
gues that, so far as concerns the “Alli- 
ance”’—the only practice which we are 
holding unlawful—the war has killed it 
forever; and, more particularly, that the 
decision in United States v. Hamburg- 
Amcerikanische Packet-Fahrt, 239 U.S. 466, 
36 S.Ct. 212, 60 L.Ed. 387, is on all fours. 
We do not agrce with either side; but, 
before giving our reasons, we must dcter- 
mine for what purposes we may look out- 
side the record. 


[40-42] Both sides agree that the judg- 
ment in this action should speak from the 
time of its entry, like a deerce upon an old 
bill in equity (in leed, until the advent of 
the New Rules, the action would have been 
a “suit in equity,” though the “bill” was 
until then more properly described as a 
“petition” and the plaintiff as a “petition- 
er’). There is no reason why an appel- 
late court upon deciding an appeal from 
such a judgment should not direct the dis- 
trict court what judgment to enter; and 
so it often does. Nor is there any reason 
why in deciding what judgment to direct, 
it should not advise itself from outside the 
record of such facts as appear to admit of 
no genuine dispute: i.e. should take “no- 
tice” of whatever the district court itself 
might take “notice.” Indced, it would oth- 
wise be impossible for an appellate court 
ever to dismiss an action upon the ground 
that it had become moot. We may, and 
we do, accept the figures of aluminum pro- 
duction in the report of the so-calledl “Tru- 
man Committee” as of March, 1944, which 
showed that the annual production of “Al- 
coa’s” plants was about 828 million pounds; 
that the production of plants owned by the 
plaintiff which it had leased to “Alcoa,” 
was about 1293 million pounds; and that 
the production of the Reynolds and Olin 
plants was together, 202 million pounds: a 
total of about 2300 million pounds. The 
case is otherwise as to any facts alteady 
existing in August, 1940, such as the 
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amount of bauxite in Arkansas, as to 
which the “Truman Report” also contains 
figures. Even though we took “notice” of 
these, the report would not be conclusive, 
or more than evidence. We could not con- 
stitutionally substitute it for the findings 
of a court after a trial: facts which a 
court may judicially “notice” do not for 
that reason become indisputable. Wig- 
more, § 2567a. At most we could do no 
more than treat the report as newly dis- 
covered evidence, and send the issue back 
for another trial, which in the present case 
we should under no circumstances be will- 
ing to do. For these reasons we refuse to 
take “notice” of facts relevant to the cor- 
rectness of the findings; but we do take 
“notice” of those relevant to remedies. 


[43] After doing so, it is impossible to 
say what will be “Alcoa’s” position in the 
industry after the war. The plaintiff has 
leased to it all its new plants and the leases 
do not eXpire until 1947 and 1948, though 
they may be surrendered earlier. No one 
can now forecast in the remotest way what 
will be the form of the industry after the 
plaintiff has disposed of these plants, upon 
their surrender. It may be able to trans- 
fer all of them to persons who can cffec- 
tively compete with “Alcoa”; it may be 
able to transfer some; conceivably, it may 
be unable to dispose of any. The measure 
of its success will be at least one condition 
upon the propriety of dissolution, and upon 
the form which it should take, if there is 
to be any. It is as idle for the plaintiff to 
assume that dissolution will’ be proper, as 
it is for “Alcoa” to assume that it will not 
be; and it would be particularly fatuous 
to prepare a plan now, even if we could be 
sure that eventually some form of dissolu- 
tion will be proper. Dissolution is not a 
penalty but a remedy; if the industry will 
not need it for its protection, it will be a 
disservice to break up an aggregation 
which has for so long demonstrated its ef- 
ficiency. The need for such a remedy will 
be for the district court in the first in- 
stance, and there is a peculiar propriety in 
our saying nothing to control its decision, 
because the appeal from any judgment 
which it may enter, will perhaps be justici- 
able only by the Supreme Court, if there 
are then six justices qualified to sit. 


[44] But there is another, and even 
more persuasive, reason why we should not 
now adjudge a dissolution of any kind. 
The Surplus Property Act of 1944 provides 
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the method by which the plaintiffs “sur- 
plus” properties shall be disposed of: “alu- 
minum plants and facilities” among the 
rest, § 19(a) (1). The “Surplus Property 
Board,” § 5(a), is to “designate one or 
more Government agencies to act as dis- 
posal agencics,” § 10(a), and they are to 
“have responsibility and authority for the 
disposition of such property and for the 
care and handling of such property, pend- 
ing its disposition,” § 11(d), subject to the 
Board’s regulations. These “agencies” may 
dispose of the propertics “by sale, ex- 
change, lease, or transfer, for cash, credit, 
or other property, with or without warran- 
ty, and upon such other terms and condi- 
tions, as the agency deems proper” § 15(a). 
The following, among other “objectives,” 
are to “regulate the orderly disposal of 
surplus property”: “(b) to give maximum 
aid in the reestablishment of a peacetime 
economy of free independent private en- 
terprisc”; “(J) to discourage monopolistic 
practices and to strengthen and preserve 
the competitive position of small business 
concerns in an economy of free cnter- 
prise”; “(p) to foster the development of 
new independent enterprise”; “(r) to dis- 
pose of surplus property as promptly as 
feasible without fostering monopoly or re- 
straint of trade * * *.” So far as con- 
sistent “with the usual_and customary com- 
mercial practice” preference is to be given 
to smaller purchasers, § 18(b); to whom, 
when’ proper, money may be lent § 18(f). 
Finally, no “disposal agency” shall even 
“begin negotiations” to sell a plant which 
has cost over a million dollars without ad- 
vising the Attorney General of “the prob- 
able terms or conditions” of the sale; and 
he in turn must tell the “agency” whether 
“the proposed disposition will violate the 
antitrust laws.” The act must not be read 
to “impair, amend, or modify” those laws, 
or to “prevent their application” to pur- 
chasers of surplus property. In view of 
these declarations of the purpose of Con- 
gress, the “agency” which the Board “des- 
ignates” to dispose of the plaintiff's “alu- 
minum plants and facilities” may well be- 
lieve that it cannot do so without some 
plan or design for the industry as a whole, 
some comprehensive model which shall, so 
far as practicable, re-establish “free inde- 
pendent private enterprise,” “discourage” 
monopoly, “strengthen” small competitors, 
“foster” independents and not foster “mo- 
nopoly or restraint of trade.” If it should 
find this method desirable, it would have to 








feirn what purchasers were in the market, 
were, what units they 
operate, and in what po- 
compete. In such 

agency” would have 
assign a place to “Alcoa,” and that 
no one of course can now anticipate 
Gonceivably “Alcoa” might be left as it 
was; perhaps it might have to be dis- 
solved; if dissolved, the dissolution would 
depend upon how the other plants were 
distributed. If the “agency” should find it 
wise to proceed in this way, it may succeed 
im inducing “Alcoa” to accept the place as- 
signed to it, particularly if the plan has not 
been prepared ex parte. If it does not 
succeed, then, but then only, will it be ap- 
propriate for the district court to act. We 
do not of course mean that in deciding 
whether to dissolve “Alcoa,” or how to do 
it, that court must be governed by any plan 
which the “agency” may have devised, if 
it does devise one. But, plan or no plan, 
it must wait until it learns what the “agen- 
cy” has in fact done. Moreover, if the 
“agency” does form a plan, it will have 
been an attempt to realize the same “objec- 
tives” for which the court itself must 
strive; and the court may well feel that it 
should accord to the “agency’s” plan that 
presumptive validity which courts are 
properly coming more and more to recog- 
nize in the decisions of specialized tribunals. 
Nothing which we now say ought in any 
measure to limit the discretion of the 
“agency” to proceed in this way. There- 
fore we shall merely reverse the judgment, 
so far as it held that “Alcoa” was not “mo- 
nopolizing” the ingot market, and remand 
the case to the district court. 


[45,46] From what we have already 
said, we must deny the plaintiffs prayer 
that those shareholders who own shares in 
beth “Alcoa” and “Limited,” shall dispose 
of one or the other. Since we have af- 
firmed all the findings as to unlawful prac- 
tices except the “price squeeze,” again it 
follows that no injunction will go as to 
these. As to the “price squeeze” itself, 
“Alcoa” insists that, even if it was un- 
lawful, it has been discontinued now for 
twelve years, and that there is no likeli- 
hood that it will ever be resumed “Al- 
coa” might add that, since there can be no 
“squeeze” if “sheet rollers” can buy ingot 
at competitive prices, there can be no need 
of an injunction, if that privilege is as- 
sured to them; and that, since it will be 
assured to them when the final judgment 
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is entered, an injunction would only bring 
coals to Newcastle. We defer for the mo- 
ment any general discussion as to when 
abandonment of a practice ought to bar an 
injunction, for we shall have to consider 
it more specifically in the case of “Limit- 
ed” It is enough here to say that, since 
“Alcoa” abandoned the “squeeze” only aft- 
er it became aware that it was under in- 
vestigation, it is in no position now to 
complain of whatever stigma there may be 
in an injunction; in such a setting there 
is no place for sensibilities; nor should 
lapse of time secure immunity. More can 
be said for the argument that “Alcoa” 
will be unable to “squeeze” at all, if it loses 
its monopoly; but no one can be sure how 
the industry may change, and it is impos- 
sible to say that the same practice may 
not in the future commend itself to those 
who may come into control; and at any 
rate there can be no injustice in making 
assurance doubly sure. An injunction will 
gO against any resumption of the “price 
squeeze”; the terms to be decided by the 
district court. 


Unless the issue has become moot, “Lim- 
ited” also must be enjoined from entering 
into any “cartel,” or agrecment like that 
of 1936, covering imports into the United 
States; and even though it had become 
moot we should have to reverse the judg- 
ment, though we should then dismiss the 
complaint without prejudice, as in United 
States v. Hamburg-Amerikanische Packct- 
Fahrt, supra, 239 U.S. 466, 36 S.Ct. 212, 
60 L.Ed. 387. We think, however, that the 
issue has not become moot, and that there 
are vital distinctions between the situation 
before us and that then before the Su- 
preme Court. A number of steamship 
lines had there agreed to apportion be- 
tween them the carriage of steerage pas- 
sengers upon a non-competitive _ basis. 
Two or three of the lines were German, 
and the agreement was to end in any event 
on December 3, 1915. Moreover, it pro- 
vided that “the withdrawal of any one of 
the lines from the contract should release 
all others from all future obligation unless 
the others agreed among themselves to 
continue,” 239 U.S. at page 472, 3% S.Cr 
215. The decision was rendered on Janu- 
ary 10, 1916, after the contract had come 
to an end, and after war had been waged 
for over a year between Germany and the 
Allies. The court treated the last circum- 


stance as putting an end to the contract 
which certainly it did, so far as concerned 
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the German lines. As between the other 
partics the contract was also terminated, 
if the exclusion of the Germans because 
of the war was a “withdrawal from the 
contract,” as it should have been regarded. 
Besides, the contract was of such a kind 
that the exclusion of the German lines 
probably made impossible the realization 
of its purposes in any part; for the traffic 
divided was only between European ports 
and the United States and Canada, and it 
would scarcely have value to any of the 
parties unless all the large lines joined. 


[47,48] The agreement of 1936 on the 
other hand, was to last for 99 years, though 
it could be terminated on six months’ no- 
tice by any shareholder who held 200 
shares, and all held as many as 200. As 
we have seen, the two German smelters 
had been exempted from royalties; and it 
is not altogether clear what future part re- 
mained for them in the enterprise, although 
some past obligations were compromiscd. 
It is true that some eighteen months be- 
fore war was declared the other sharchold- 
ers ceased to perform the agreement, but 
no one ever gave the prescribed notice 
of dissolution and, formally at least, the 
agreement continued and still continues. 
Indeed, it is possible that all but the Ger- 
man sharcholders can start up the system 
again without renewal, if they please. The 
only doubt is whether the termination of 
the Germans’ connection by the war auto- 
matically put an end to the agreement as 
between the others; and at least a strong 
argument can be made, in view of the 
provision for dissolution by notice, that it 
was not to be dissolved by the mere with- 
drawal of shareholders, certainly of share- 
holders who were not within the quota and 
did not share the royalties. Finally, the 
two situations differ in the fact that the 
“Alliance” itself, as a corporation, still 
persists, and all the original shareholders 
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presumably remain such. The mere cessa- 
tion of an unlawful activity before suit 
does not deprive the court of jurisdiction 
to provide against its resumption; a ‘case 
or controversy” may remain to be disposed 
of. There are plentiful authorities so 
holding. Southern Pacific T. Co. v. In- 
terstate Commerce Commission, 219 U.S. 
498, 514-516, 31 S.Ct. 279, 55 L.Ed. 310; 
Goshen Manufacturing Co. v. Myers Man- 
ufacturing Co., 242 U.S. 202, 37 S.Ct. 105, 
61 L.Ed. 248; National Labor Relations 
Board v. Pennsylvania Greyhound Lines, 
303 U.S. 261, 271, 58 S.Ct. 571, 82 L.Ed. 831, 
t15 A.L.R. 307; Federal Trade Commission 
v. Goodyear Co., 304 U.S. 257, 260, 58 S.Ct. 
863, 82 L.Ed. 1326; Walling v. Haile Gold 
Mines, 4 Cir., 136 F.2d 102, 105. To dis- 
arm the court it must appear that there is 
no reasonable expectation that the wrong 
will be repeated. That is not true in the 
case at bar. Unless we are to grant an in- 
junction, we ought not pass upon the issue; 
if we do not pass upon the issue, we are 
by no means persuaded that “Limited,” 
when peace comes, will not enter into an- 
other “cartel” which again attempts to re- 
Strict imports. It has insistently argued 
that the Act docs not cover such an agree- 
ment; and it alleges that it was forced into 
the “cartel,” if it was to do a European 
business at all. It may be forced to do so 
again, unless a judgment forbids. 

The judgment dismissing the complaint 
against the Goods Company will stand. 
The injunctions granted will embrace the 
officers of those corporate defendants 
against which they run. 

Judgment reversed, and cause remanded 
for further proceedings not inconsistent 
with the foregoing. 
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{From the Wall Street Journal, Feb. 5, 1958] 


Unirep States VEHICLE Exports To Europe WILL ALMosT END By 1970, OFFICIAL 
Says 


FORD EXECUTIVE SEES OPPORTUNITY FOR UNITED STATES FIRMS WHICH NOW MAKE 
VEHICLES IN EUROPE 


By a Wall Street Journal staff reporter 


New YorkK.—Vehicle exports from the United States to Europe “will just about 
vanish” by 1970, according to Dr. J. Wilner Sundelson, facilities and operations 
planning manager for the Ford international division of Ford Motor Co. 

The executive made this prediction in a panel discussion at the American Man- 
agement Association’s conference devoted to the European Common Market. 

However, the Ford spokesman said companies like Ford and General Motors 
Corp. which now manufacture vehicles in Europe will “have the best opportunities 
to meet the challenge presented by the forthcoming motorization of Europe.” 
Ford, he said, last year produced around 1,500,000 cars in the United States and 
about 410,000 in Europe. 

Dr. Sundelson foresees further growth in the manufacture of United States cars 
abroad, based on his prediction that European car registrations in Common 
Market countries will go from the present 2 million level to 2.8 million in 1965, 
and “in a completely integrated Europe after 1970 they may well go to 4 million a 
year.” 

TARIFF QUOTAS TO BE CUT 


In the 12- to 15-year period during which the European Common Market takes 
shape, member countries—West Germany, France, Italy, Belgium, Holland, and 
Luxembourg—will gradually eliminate tariffs and quotas between countries and 
adjust tariffs with nonmember countries so that there will be a common uniform 
tariff for all with the outside world. 

“Today there are a few relatively low-tariff countries such as the Benelux na- 
tions,” Dr. Sundelson said. “But their tariffs will be raised in the averaging 
process by the high tariffs of France and Italy. Accordingly a United States- 
made car will most likely pay 30 percent to enter Benelux in 1970 while all 
Buropean-made vehicles enter free. 

“Given the geographic penalty of United States exporters in the European 
market as well * * * we do not anticipate selling many United States-made cars 
in 1970 in the Common Market. Not only vehicles and vehicle components, but 
parts and accessories * * * will be exported from the United States in limited 
quantity.” 

Other panel members spoke optimistically about the future of European Com- 
mon Market. 

Dr. Antonie T. Knoppers, president of Merck, Sharp & Dohme International, 
told the conference, “I am firmly convinced that the European Common Market 
will become a full reality—with the odds in favor of a shorter break-in period 
than expected.” John R. Allison, treasurer of Norton Behr-Manning Overseas, 
Inc., predicted the Common Market will become an actuality due to the “speed 


and enthusiasm” member countries have showed in getting the program 
launched. 
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INCOME INCREASE EXPECTED 


Paul M. Corne, research specialist for International General Electric Co., said 
he looked for a 40-percent increase in per capita income in European Common 
Market countries in the foreseeable future and added, “We don’t have to be 
afraid of a flood of European products into the United States. Europe will have 
her hands full supplying products to the European Common Market countries as 
the plan develops.” 

An analysis of the effect of the formation of the Common Market on United 
States exports was provided by Dr. Howard 8S. Piquet, senior specialist in inter- 
national trade and economics of the Library of Congress. 

In general, he said, under the European Common Market treaty there will be 
lower tariffs in Italy and France and higher tariffs in Germany and the Benelux 
countries. 

“Not all American manufacturers will be affected alike. In certain lines of 
exports there will be no appreciable effect at all (coal, raw cotton, steel mill 
products) * * * The lines which will be affected will be manufactured goods 
(automobiles, certain chemicals, machine tools, certain types of machines). 

“Indeed it does not necessarily follow that the total volume of United States 
exports to the European Common Market will decline. One important effect of 
the European Common Market should be to increase the aggregate of United 
States investments in Europe. The gradual creation of preferential tariff against 
non-European Common Market members probably will induce some American 
manufacturers to surmount the tariff wall by establishing factories and assembly 
plants abroad, as the automobile industry has done.” 


(SUBMITTED BY AMERICAN MorTorS Co.) 


Wage increases, steel, manufacturing and automotive, yearly percent 


Steel Automotive All manu- 


wages and 


facturing 


: fringes wages and 

Wages Fringes Total fringes 
1955 3.78 2.72 3. 64 9. 59 5. 91 
1956 4.25 26. 0 7.13 4. 93 4.65 
1957 6. 48 10. 73 7.11 4.70 4. 88 
3-year increase 15. 21 43. 32 19.0 20. 45 16. 26 
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Code of Ethics 


Recognizing the responsibility of every merchant to maintain high 
standards of business ethics and integrity, the 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


has established the following principles to guide the operations 


of its members... -- 


+ 


oi 


m 





To price our products and our services fairly, based upon 
our costs, plus a reasonable profit. 


To allow fair and reasonable prices for used vehicles 
offered in trade. 


To properly inspect and service all vehicles before delivery 
to our customers. 


To provide facilities, personnel and stock of replacement 
parts, adequate to properly service the vehicles we sell. 


To accurately represent and advertise our merchandise 
and services. 


To furnish the lowest finance and insurance charges 
consistent with sound business. 


To support programs designed to promote adequate, 
highways and traffic safety. 


‘We accept these principles and pledge 
this organization to abide by them. 


NADA RECOMMENDATIONS TO MANUFACTURERS AND REPLIES 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 
Washington, D.C., February 12, 1958 


Mr. L. L. COLBERT, 
President, Chrysler Corp., Detroit, Mich 
DEAR MR. COLBERT: The board of directors of the National Automobile Dealers 
Association, meeting recently at Miami Beach, Fla 
convention, adopted the program set forth below. 





, prior to our 41st annual 
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On all points except No. 5 and No. 6 action was unanimous. 

On No. 5 one director abstained from voting. On No. 6 one member opposed 
the recommendation. 

Here, again, NADA, through its elected officials, is making a serious effort 
to submit constructive reocmmendations to the various manufacturers to the 
end that the morale and efficiency of the industry will be strengthened, the public 
will be well served, and healthy competition maintained. 

I recall, some years ago, a fleet commander saying that he could bring all 
of his ships to New York and so long as all hands remained clean and sober 
the citizens of New York would be scarcely aware of their existence. “But,” 
he added, “Let one man stagger across Times Square and the people will say, 
“There’s the Navy for you, drunk again’.” 

By the same token, a handful of bad actors in the retail end of the industry 
can, and do, in the eyes of the public, condemn all dealers. 

The overall number of franchised dealers is decreasing. The number of open 
points is increasing. Dealer profits for the year—across the board—are alarm- 
ingly low. This situation is matched by the condition of dealer morale. There 
are exceptions, of course. There will always be a handful of outstanding small- 
business men who will conduct their operations properly and profitably. These 
exceptions, however, do not affect materially the overall conditions on the 
distributive side of the industry as you are, of course, well aware. 

Nor can it be expected that every plan or program—of your corporation, of 
NADA, or of Government will be given unanimous endorsement of the dealer 
body. 

This should in no way deter us from seeking to take action to bring about 
the favorable conditions outlined earlier in this letter. 

And, again, NADA does not for one moment maintain that the recommenda- 
tions attached hereto constitute the sole and exclusive remedies to existing 
problems. We do believe, though, that the adoption of these recommendations, 
or of others along similar lines, by the manufacturers, would be of immeasurable 
help. It would be our hope that each manufacturer, acting independently, 
would seek to take action on behalf of his own dealers that would make his 
franchise the most prized one in the industry. 

I am well aware of the fact that during the next few months you will be 
faced with many headaches and complications because of UAW demands. It 
is our desire not to add further to your burdens. 

However, the dealers, day by day throughout the year, are beset with problems 
that are equally important to them, in comparison. 

I would be failing in my duty to the membership of NADA if I neglected to 
state, with all the emphasis at my command, that the problems of the dealers 
are very real ones for which prompt solutions must be found. 

We believe that the recommendations of NADA are sensible, and in the 
public interest. If you agree, but feel that one or more of the recommendations 
would require the enactment of a law or the modification of existing laws, we 
are prepared to move promptly in that area. 

It is my firm conviction that immediate and dramatic action along the lines 
suggested by NADA would have a healthy and tonic effect on the entire economy 
and help to restore public confidence and trust which is so woefully needed. 
I hope that you will agree, and act accordingly. 

Letters similar to this are being sent to the president of each of the automo- 
bile manufacturers. We will not release this letter to the press nor otherwise 
put it in the public domain. The specific recommendations emanating from 
the NADA board have earlier been given to the press and will probably be 
quoted by me in testimony next week before the Kefauver committee. 

With warm regards. 

Sincerely, 


Enclosure 1: Action program. 
Enclosure 2 : Code of business standards. 
Enclosure 3 : Equality of competitive opportunity. 
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GENERAL Morors CORPORATION, 
Detroit, Mich., April 9, 1958. 
Adm. FREDERICK J. BELL, 
Erecutive Vice President, National Automotive Dealers Association, 
Washington, D.C. 


DEAR ADMIRAL BELL: I have given careful study and consideration to your 
letter of February 12, 1958, and the documents enclosed therewith. We all 
understand the problems that are plaguing the industry, but there is not the 
same agreement as to the causes creating the problems or the remedies for their 
solution. 

Your story of the staggering sailor in Times Square is apropos and illustrative 
of your position that a handful of bad actors in the retail end of the industry 
can, and do, in the eyes of the public, condemn all dealers. At the same time, 
it points up the manufacturer’s problems in dealing with bad actors. The fleet 
commander probably could not discharge the sailor from the service but he could 
take disciplinary action. The automobile manufacturer, on the other hand, can 
neither terminate a franchise or take disciplinary action against a dealer for 
bootlegging, cross selling, price cutting, price packing, or gimmick advertising 
if it is not misleading or deceptive. 

We have some dealers who are not quality performers but who operate within 
the provisions of their selling agreements and applicable laws. They represent 
pretty much the type of dealer that in past years we failed to renew upon the 
expiration of the 1-year term of our selling agreement. Whether they are more 
numerous or more vocal because of present conditions in the industry, the 5-year 
term of the contract, or the good-faith legislation, is difficult to determine. In 
any event, we made the decision to live with them for a 5-year term. I trust 
that at the end of the term our failure to renew bad actors will not expose us to 
liability under the good-faith law. Meanwhile, I hope other dealers will try to 
live with them and operate on a sound basis. 

It is unfortunate that some dealers indulge in bad practices simply because 
others do or because if they do not, others will. In one metropolitan area the 
dealer association was complaining about the large number of cars bootlegged 
into the area from other parts of the country for sale by operators of used-car 
lots. It developed that one of the metropolitan dealers, a member of the associa- 
tion, contributed to the situation by selling new cars to a neighboring used-car 
operator. His justification to the dealer association for his action, was that if 
he had not sold them to the used-car operator, the latter would have purchased 
them, from some other dealer outside the territory. 

The program adopted by the board of directors of the National Automobile 
Dealers Association has very worthy objectives. However, the implementation 
and accomplishment of some phases of the program will be impossible under 
existing laws and interpretations thereof. Legislation will be necessary and 
such legislation as will be effective will encounter strong opposition from Mem- 
bers of Congress, Government agencies, the public, and many dealers. Even 
those who favor such legislation will be reluctant to support it openly if it inter- 
feres with the right of the public to purchase where and from whom it pleases 
or with the right of a businessman to sell to anyone, anywhere, at any price. If 
a witness before a congressional committee is specifically asked if the public 
or the dealer should be denied these rights or limited in the exercise thereof, 
what answer can he give? 

This problem is inherent in legislation authorizing a manufacturer to establish 
a system of incentive payments to compensate retailers for sales at retail of 
the manufacturer’s products within specified geographical areas. It would also 
be present in any legislation providing for service or warranty compensation in 
any substantial amount to accomplish its purpose. To be effective, such legisla- 
tion should incorporate a formula providing for an amount in excess of cost 
reimbursement and a normal profit. If the legislation merely authorizes com- 
pensation for the fulfillment of warranties and for servies actually performed. 
it serves no purpose, since such compensation can be paid under existing laws, 
as has been stated by the Department of Justice. 

Your concept of equality of competitive opportunity, if I understand it cor- 
rectly, has always had practical recognition in General Motors although in our 
administration of it, we have not and never will accomplish perfection. In this 
connection, we recognize that we are dealing with practical problems, rapidly 
changing market conditions, and personalities. At the same time, our record of 
the past few years in this direction speaks for itself. 
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A code of business standards, carefully framed and effectively carried out. 
would be very beneficial to the industry. However, the provisions should not 
be unreasonably restrictive, should be practical of accomplishment, and should 
be consistent with existing laws. As to the incorporation thereof in dealer 
franchises, this could not be accomplished by General Motors until the expiration 
of the current selling agreements on October 31, 1960. Even then the legality and 
practicality of the provisions of such a code, interpretation of existing laws, and 
dealer reaction will be determining factors. At the same time, we should not 
be exposed to any charge that new contract provisions unilaterally favor the 
manufacturer. 

As for a national public-relations program on behalf of quality dealers, we 
have had such a program for several months both at the corporation and divi- 
sional levels at considerable expense to the corporation and we intend to 
continue it. 

The use and advertising of uniform delivered prices on a national basis have 
been considered by us from time to time over the last 2 years. On two occa- 
sions, a national delivered price was being considered but the price increases 
necessary to accomplish this were so substantial that the change could not be 
justified under existing market conditions. Consideration has also been given 
to advertising manufacturer’s suggested delivered prices. We are in favor of 
such advertising but we and our dealers generally recognize that this would be 
impractical unless members of the industry independently adopt the practice. 

The objectives of such a program may be possible of accomplishment under 
the bill recently introduced in the Senate by Senator Monroney if appropriate 
amendments are incorporated therein to meet practical operating problems. 

As to a realistic and equitable system of distribution of new cars and trucks, 
this phase of our business has had and will continue to receive our constant 
study. As of the present we are watching factory and dealer inventories very 
carefully and adjusting production schedules as necessary. Our program, de- 
signed to have the right number of dealers at the right locations in metropolitan 
areas, aS well as our program o. dualing our car lines in small-town dealerships. 
are well under way. Independently of these programs, we have also effected 
mutually satisfactory terminations of selling agreements of some dealers where 
such action was in the best interests of all concerned, including other dealers. 
In these transactions, the corporation has incurred substantial expenditures in 
the acquisition of buildings, leases, and inventories. 

Considering all of the foregoing and despite economic conditions, the unsound 
practices which still exist in the industry, and the problems involved in remedy- 
ing these situations, I am sure that if each member of the industry, regardless of 
his function, will assume and discharge his responsibilities, our problems will 
disappear. 

Very truly yours, 


H. H. Curr;ice. 


CHRYSLER CorP., 
Detroit, Mich., March 14, 1958. 
REAR ADM. FREDERICK J. BELL, 
Erecutive Vice President, National Automobile Dealers Associaticn, 
Washington, D.C. 


DEAR ADMIRAL BELL: Thank you for your letter of February 12 and your tele- 
gram of February 18. We commend you for your position, outlined in your tele- 
gram, with respect to your testimony before Senator Kefauver’s subcommittee. 
We all serve to gain by maintaining a dynamic partnership between the auto- 
mobile manufacturers and dealers and in cooperating to prevent further friction 
or attacks against our business, particularly in times such as these. 

With regard to your letter of February 12 and with particular reference to the 
action program adopted by the board of directors of NADA, we are in agreement 
with the spirit of the program and with the goal of improving the business of 
dealerships throughout the country by improving the stature of, and public 
regard for, the individual dealer. 

We have given careful consideration to all of the points proposed in the action 
program and we hope our thoughts and comments may prove helpful to you. 
Although you doubtless realize that business and legal considerations will affect 
the methods employed in achieving the desired results. we are in substantial 
agreement with the principle of most of the points in the program. 
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1. National legislation respecting dealer market areas 


As you know, this has been the subject of a great deal of thought, considera- 
tion, and investigation over the past few years. We ourselves have worked on 
this question, and in our recent new dealer agreement we attempted to deal with 
this subject within the limits permitted us under present State and Federal laws 
and the general atmosphere in which we conduct business today. Governmental 
agencies have taken an increasingly vigorous position against this kind of activ- 
ity and we agree with you that, barring specific changes in legislation, new 
programs of the kind suggested would not be feasible. 

We always have felt that we could go either way on closed territories, pro- 
vided it was legally possible and was the expressed desire of those dealers who 
sell the preponderance of our cars. Thus far, however, we have been unable 
to see how closed territories could be established to the satisfaction of all dealers 
and still meet reasonable and practical merchandising and legal requirements. 

A good many of our dealers have expressed concern about certain new problems 
that are raised by the legislation now being proposed. Many of them are wonder- 
ing, for example, how sales areas could be defined equitably in metropolitan areas. 

Designating sales areas around communities that are separated by considerable 
distance and where trading practices generally have developed along geographic 
lines is one thing. Designating sales areas in metropolitan communities, where 
demarcation lines may fall at the center of a city street and where people fre- 
quently buy where they work rather than where they live, may be quite a different 
matter. The complexity of this problem will increase with the growing trend 
toward suburban living. 

More is involved than mapping out geographic boundaries in metropolitan 
areas. Many dealers feel that any effort to enforce closed territories through 
payments to dealers for sales within these territories would lead to confusion 
of the public and all others concerned. The opinion has been expressed that 
dealers would have to concern themselves with the addresses of prospective 
customers, giving one kind of deal to those living within their prescribed sales 
areas and another for those living elsewhere. Many questions concerning the 
validity of residences given by customers, it is believed, would arise when the 
manufacturer prepared to make payments to dealers for sales within their 
respective areas. Seme dealers have told us they believe they would find it more 
difficult to cost their products and to determine their margins of profit. 

2. Concept of “equality of competitive opportunity” 

As you outline this proposal, it provides for agreement between the dealer and 
the manufacturer as to a dealer's maximum sales opportunity. Each dealer 
would be permitted to purchase only the number of cars that he and the manu- 
facturer agreed represented his sales opportunity. It has been pointed out to 
us that this plan presumably contemplates also that the dealer would agree to 
buy not less than the number of vehicles representing his “competitive oppor- 
tunity,” although the plan makes no mention of this reciprocal obligation. 

Our current dealer agreement spells out, with the concurrence of the dealer, 
his minimum sales responsibility. He is expected to perform this minimum 
sales responsibility within his sales locality. We are aware that the situation in 
the field is not completely smooth or settled. We have no illusions in this 
regard. Weare working in every way we know how to smooth out our distribu- 
tion and to see to it that our cars arrive at the markets where they are needed 
and can be sold profitably by our dealers. 

Enforcement of the NADA equality of competitive opportunity plan would seem 
to raise some rather basic questions, requiring considerable further study. We 
perhaps should be careful not to create a situation in which a manufacturer 
would have to refuse to sell a dealer a product that the dealer and the public 
desire to buy and that the manufacturer has available to sell. 

However, as we have said, we will give this further study and discuss it with 
our dealers. If there is sufficient agreement among the dealers, perhaps some 
way can be found to achieve the basic objectives of this program. 


3. Code of business standards 


We have studied the proposed code of business standards with care and appre- 
ciation. That we are in substantial agreement with the principles set forth in 
this code is evidenced by the fact almost all of the points are incorporated in the 
letter or the spirit of the new agreements we entered into with our dealers last 
year. Notable exceptions, of course, are those points concerning dealer pricing 
and territories where activity by the manufacturer is restricted by law. 
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We are keenly aware that the mere inclusion of the items already in our 
agreement does not automatically produce the desired results and that the big 
task ahead is to obtain the fullest implementation of the policies set forth in the 
agreements. This is a job that we are working at diligently day in and day out. 


4. NADA emblem and code of ethics 


As we understand point 4 of the action program, the action is to be on the part 
of the NADA in securing the cooperation of its members. We might say that 
we believe there is a great deal that local and national dealer associations can 
do to further the kind of objectives set forth in the action program, just as there 
is a great deal of work for us to do in achieving our dealer relations goals. 


5. National public relations program. for dealers 


The point is well taken that the well-being of the automobile business can 
be measurably helped by constructive efforts to maintain and improve the public’s 
regard for the authorized dealers. Naturally, our concern is primarily directed 
toward the public relations of the authorized dealers in Chrysler Corp. products. 
To progress toward the kind of public relations objectives outlined in the action 
program for Chrysler Corp. dealers we are currently drafting plans and working 
on programs in advertising and public relations that we can put into effect with 
our own funds and without assessments on our dealers. Voluntary participation 
by dealers in similar programs of their own associations could also be most 
productive in this area. 

6. Uniform delivered prices 

As you know, the industry in the postwar years has moved in the direction of 
each manufacturer having uniform delivered prices on a national basis and it 
seems likely that this trend will continue as time goes on. The progress that 
has taken place to date has been calculated to minimize any adverse economic 
effects that might result from the dislocation that inevitably takes place when 
sharp changes are made in longstanding pricing patterns. We have spent a 
great deal of time on this subject and have studied many markets to determine 
the effect of uniform delivered prices. This question has been the subject of 
considerable debate in the past because of legal, economic, and other practical 
problems that arise when changes are made that tend to favor one group of 
deniers and customers to the detriment of others. 


7. Distribution 


7h re is prubably no area of the automobile business that is more difficult than 
the distribution of its products. Determination of the “honest potential” of a 
particular dealer is not always an easy matter because a dealer’s market may 
vary considerably from time to time according to many diverse factors. We at 
Chrysler have no illusions that these distribution problems have been solved or 
can be solved simply. We are continuing to apply all of the effort and skill we 
have to this matter and believe that the future should show decided improvement. 

Legislative efforts in recent years have done much to highlight the problems 
of the industry and may have led to better relations between dealers and manu- 
facturers in some respects. However, we feel, and we believe most dealers will 
agree, that the further spotlighting of these matters that of necessity must 
accompany additional legislative activity in this area would serve to accentuate 
the current problems of the automobile industry. 

We hope, therefore, that the NADA and its members will attempt to work 
with these problems, as we have, within the industry and not on a public stage 
in Washington. 

We are confident that this industry, both at the dealer and manufacturing 
level, has within itself the determination, the knowledge, and the ability to work 
out its own solutions to its problems, without seeking special favors or privileges, 
and without trading away its freedoms and opportunities. 

We can assure you that we at Chrysler will continue to apply all of our energies 
toward the current problems of the business in a manner that will be fair and 
equitable to the public, the dealer, and the producer. 

Sincerely, 


LL. LL. COLBERT. 
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AMERICAN Motors Corp., 


Detroit, March 25, 1958. 
Mr. FREDERICK J. BELL, 


Executive Vice President, NADA, 
Washington, D.C. 


DeAR FRED: As you know, we have been very busy since we received your letter 
dated February 12 and your telegram of February 19, but I do want to acknowl- 
edge them and make at least one comment. 

One of your seven points has to do with territorial security. You know my 
basic views on this subject and my conviction that dealer associations, including 
the NADA, should stay out of she competitive franchise area and let such problems 
be handled by the dealers of each company with their own factory. In this con- 
nection, this general subject was discussed at length with our dealer advisory 
board on December 6, 1957, and I quote from the minutes of that meeting: 

“It was voted 100 percent by the dealer board that in view of the recent deci- 
sions of the United States Attorney General's Office as well as remarks that have 
been passed down by Fred Bell, of NADA, that the subject of territory security, 
etc., be dropped for the time being until it is seen what develops in the industry.” 

With respect to the other points in your letter, we shall be pleased to go along 
to the best of our ability with whatever agreements are reached with other com- 
panies in the industry. As far as I can tell, our relationships with our dealers 
are on a very high plane and we expect to do our best to keep them on that basis. 

Warmest personal regards. 

Sincerely yours, 


GEORGE RoMNEY. 


Dearborn, MicH., February 21, 1958. 
Adm, FREDERICK J. BELL, 


Evecutive Vice President, National Automobile Dealers Association, 
Washington, D.C.: 

I have your wire of February 19 and your letter of February 12, 1958. We 
expect to give you our views on your recommendations as soon as we have had 
an opportunity to review them carefully as you know we have always been 
interested in the welfare of our dealers and have done many things in the recent 
past for their direct benefit. We intend to continue to do those things that in 
our opinion are in the best interests of our dealers. 


Henry Forp II. 


ACTION PROGRAM ADOPTED BY THE BOARD OF DIRECTORS OF THE NATIONAL AUTO- 
MOBILE DEALERS ASSOCIATION, MIAMI BEACH, Fra., JANUARY 9, 1958 


1. That NADA sponsor and promote the enactment of national legislation 
which is designed to make legal arrangements between automobile manufacturers 
and their authorized dealers under which a manufacturer can make specific 
compensation payments to his dealers for retail sales the dealer makes to pur- 
chasers located in the dealer’s market area or area of responsibility ; and under 
which a manufacturer can make specific additional compensation payments to 
his dealers for performing the service function which payments shall be in an 
amount sufficient to compensate a dealer for the standby facilities he provides. 
This legislation shall be designed along lines of the specific bill attached to the 
report of this committee or along such other lines as may be necessary to meet 
proper legislative drafting requirements and the desires of the Congressmen 
who introduce it, so long as the basic intent and purposes are preserved. 

2. That the concept of “equality of competitive opportunity” be promoted by 
NADA and that all possible steps be taken with the manufacturers to bring 
about the adoption and implementation of this concept in our industry. 

3. That a code of business standards for our industry, along the lines of the 
code considered by the committee, be promoted with the manufacturers and all 
NADA members, with the ultimate objective of having the substance of such 
code incorporated in dealer franchises and violations of the code made grounds 
for cancellation by the manufacturer. 

4. That a redesigned NADA emblem be adopted and the code of ethics 
strengthened, and that the new emblem be furnished only to members who agree 
in writing in advance to display the emblem and the code of ethics in their show- 
rooms and live up to the requirements of the code of ethics. 
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5. That the details and procedures concerning a national public relations pro- 
gram on behalf of quality dealers be worked out with the manufacturers on the 
basis that the costs of such program will be borne by the manufacturers and 
all of their dealers on an equal basis. 

§. That NADA continue to urge all manufacturers to use and advertise 
realistic uniform delivered prices on a national basis. 

7. That NADA continue to urge all manufacturers to take all necessary steps 
on a continuing basis to effectuate a realistic and equitable system of distributing 
new cars and trucks to insure that a dealer can and will receive only the proper 


number of new vehicles to satisfy the honest potential of his market area or area 
of responsibility. 





Cope oF BUSINESS STANDARDS 


In promulgating this code of business standards, recognition has been given 
to the following facts: 

A. The passenger car and truck are essential to the preservation of the Na- 
tion’s transportation system and the daily lives of our citizens ; 

B. The franchised dealer is a retailer in the true sense and his value and 
function in the overall distribution system is the sale of his manufacturer's 
products to the ultimate consumer for use and not for resale, and the servicing 
of the products he sells throughout their useful lives ; 

C. The preservation of the franchised dealer system is necessary for the orderly 
and efficient distribution of these essential commodities from the manufacturer 
to the ultimate consumer ; 

D. The efficient servicing of these essential products throughout their useful 
lives depends upon the maintenance of adequate dealer facilities and personnel : 

Eb. The manufacturer and dealer are interdependent, each upon the other, for 
the orderly distribution and servicing of these commodities ; 

F. The owner and user of these essential products rely upon the dealer for 
the equitable distribution and satisfactory servicing of these products. 

No code of set of rules can be framed which will particularize all of the duties 
and responsibilities of a franchised dealer in the varying phases of his daily 
business operations and public contacts. The following code of business stand- 
ards is adopted by NADA as a general code, yet the enumeration of particular 
duties should not be construed as a denial of the existence of others equally 
important, though not specifically mentioned. 


DUTY OF DEALER TO MANUFACTURER 


In recognition of the fact that the franchised dealer is the retail outlet for the 
products of the manufacturer and that the manufacturer looks to him for the 
successful merchandising of his products to the public, the dealer will— 

1. Maintain sales and service facilities commensurate with his responsibility 
to represent his manufacturer in the dealer’s area of influence in the display, 
sale and servicing of his merchandise. 

2. Employ, train, and maintain a staff of competent personnel necessary to 
aggressively and vigorously promote the sale and servicing of his products in 
his area of responsibility. 

8. Maintain stocks of automobiles, parts, and accessories adequate to serve 
his customers and satisfy the reasonable market potential in his area of responsi- 
bility. 

voperate with his manufacturer in reasonable advertising and sales pro- 
motion programs designed to create the desire for his products and stimulate 
the sale of his products and service in his area of responsibility. 

5. Consistently apprise his manufacturer of economic conditions and changes 
in economic conditions in his area of responsibility to enable his manufacturer 
to intelligently and realistically plan his production and equitably distribute his 
products. 

6. Inform his manufacturer of deficienclies in manufacturing processes which 
adversely affect the quality of his products and give rise to customer complaints 
and dissatisfaction. 

7. Acquaint his manufacturer with unreasonable or unrealistic requests, de- 
mands, solicitations, or other manifestatoons by factory representatives not in 
keeping with announced factory policies, not in harmony with sensible factory- 
dealer relations and contrary to sound business practices in the distribution and 
servicing of his products. 
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8. Conduct himself in all of his business relations in such a way as to foster 
and preserve the good name of the products he sells and services, the goodwill of 
the manufacturer of those products and the dealer’s reputation as an honorable 
businessman. 

DUTY OF DEALER TO CUSTOMER 


In recognition of the fact that the dealer represents the normal face-to-face 
contact with the customer and that the reputation and goodwill of the dealer and 
the manufacturer, as well as the integrity of the products, depend upon the daily 
business conduct of the dealer, the dealer will— 

1. Advertise the products he sells in a manner that will reflect favorably on the 
good name of the products and the reputation of all who make and sell such 
products. 

2. Avoid the use of false and misleading and deceptive advertising which 
might be detrimental to the reputation of all those connected with the product or 
which is designed to create an erroneous impression, will be in bad taste or other- 
wise contrary to the public interest. 

3. Price his products and services fairly, based upon his actual costs plus a rea- 
sonable profit and avoid all deceptive pricing practices. 

4. Allow a fair and reasonable price for a used vehicle offered in trade and base 
such allowance upon sound business considerations and current market values. 

5. Properly inspect and service all vehicles prior to delivery to his customer. 

6. Willingly and promptly perform all warranty work and make all reasonable 
adjustments during the warranty period which will assure complete customer 
satisfaction with the product. 

7. Satisfactorily perform his service function and in so doing honor the desires 
of his service customer, and make no misrepresentations either as to the need for 
service or the charges therefcr, and make all reasonable adjustments to insure 
his service customers value received and satisfaction with service performance. 

8. Accord to all customers and prospective customers courteous and respectful 
treatment and expeditiously and to the best of his ability answer all inquiries 
and satisfy all complaints so that the integrity of the product will be preserved, 
his business reputation enhanced and credit reflected upon the industry. 


DUTY OF DEALERS TO EACH OTHER 


In recognition that the preservation of a sound, successful, and efficient retail 
distribution system and the reasonable and equitable production, distribution, 
sale and servicing of automobiles and trucks depend in large measure upon the 
attitude and conduct of each franchised dealer toward his fellow dealers, the 
dealer member of NADA will: 

1. Maintain the constructive elements of competition—those elements of ini- 
tiative, intelligent and efficient effort that benefit the consumer, the dealer, and 
the manufacturer. 

2. Avoid those destructive competitive practices that are of no benefit to the 
consumer or the industry—the unfair, injurious, deceptive and discriminatory 
business methods which tend to destroy both the efficiency of our business and the 
capacity of the consumer to purchase in a healthy competitive climate. 

3. Seek trade on the merits of the products he sells and the services he 
performs. 

4. Develop his own area of sales and service responsibility through intelligent 
and sound business methods so that his full local market potential will be real- 
ized and continuing sales and service will be assured. 

5. Refrain from willfully enticing away employees of a competitor with the 
intent of hampering or injuring a competitor in his business. 


DUTY OF MANUFACTURER TO DEALER 


In recognition of the concept of the value added by distribution to which the 
manufacturer subscribes and in the expectation that all his franchised dealers 
will give this value through performance of sales and service in a manner that 
will earn the respect and confidence of the consumer, the manufacturer will: 

1. Insist that all dealers who hold a franchise to sell his products be competent 
businessmen, adequately financed and of high integrity. 

2. Impose equitable, realistic and relatively similar requirements on all dealers 
holding franchises. 
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8. Educate all factory representatives with respect to factory policies and 
decisions affecting and of concern to dealers and insist upon the administration 
of those policies on a uniform and equitable basis. 

4. Insist that salesmanship and persuasion rather than coercion, intimidation 
or threats be used by all factory representatives in their efforts to gain dealer 
acceptance of plans, programs, and activities. 

5. Give immediate attention to dealer reports concerning the maladministration 
of factory policies, programs or activities and dissatisfaction with products pur- 
chased from the factory, and where impartial investigation discloses the need to 
take immediate corrective action. 

6. Conduct continuing market studies and analyses and schedule production 
and distribution on the basis of realistic and true market potential. 

7. Make every effort to fill dealers’ orders as placed and in accordance with 
dealers’ estimates of their requirements. 


DUTY OF DEALER TO HIMSELF 


In recognition of the fact that the dealer’s primary function and responsibility 
to himself, his manufacturer. and the public is that of a retailer (not a whole- 
saler) of products to the ultimate consumer for use (not resale) and the 
servicing of those products, and that in fact the dealer is the fact-to-face contact 
or representative of his manufacturer with the public in the sale and serving 
of his manufacturer’s products and as such must maintain a business establish- 
ment and organization which will enable him to give dynamic, progressive, and 
economically sound representation, the dealer will: 

1. Keep abreast of all sound management developments, be alert to all 
improvements in managerial techniques and make changes in keeping with such 
developments and improvements to insure at all times an economically stable 
and progressive business operation. 

2. Engage only in selling and servicing practices that will attest to his com- 
petence as a businessman, reflect credit upon the industry of which he is a part, 
and earn continuing public confidence in his integrity. 

3. Actively participate in activities and programs which demonstrate his 
leadership in civie affairs and contribute to the public good. 

4. Actively participate in activities and programs designed to promote the 
welfare of the industry and enhance his value as a retailer of automotive 
products and services. 

5. Take all steps necessary to preserve his identity as a local retail merchant 
and perform this role with pride and dignity. 


(SUBMITTED BY THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION ) 
DEALER MORTALITY SURVEY 


Eighty-seven survey questionnaires were mailed to State and local associa- 
tions. Of this number, 42 (48 percent) were returned to NADA. Thirteen of 
the respondents were local associations, and in analyzing the data, we found 
that eight of the local associations duplicated the return from the correspond- 
ing State association. Such returns were, therefore, withdrawn from the tabu- 
lation. (In instances in which the answers to questions 1, 2, or 3 were in- 
complete, the returns were not tabulated.) The final tabulations were, there- 
fore, based on the returns from the 16 State associations which submitted com- 
plete answers to questions 1-8. The findings based on these 16 States are as 
follows: 

(1) On December 31, 1956, there were 14,055 dealerships in these States. 

(2) On December 31, 1957, there were 13,699 dealerships in these States, a 
reduction in the year 1957 of 2.7 percent of dealerships in these States. 

(3) On February 1, 1958, dealerships in these areas had declined to 13,187. 
or an additional drop of 3.5 percent. (This seems a bit difficult to believe, since 
it would indicate a decline in 1 month of 1958 exceeding that of 12 months of 
1957). 

(4) Involuntary liquidations in the period January 1, 1957 to December 31. 
1957, equaled 207, or 1.5 percent of the franchised dealer body in the areas as of 
December 31, 1956. 

(5) 751 dealers gave up their franchises and retired from business volun- 
tarily due to a lack of profit in the period January 1, 1957, to December 31, 1957, 
or 5.3 percent of the dealers as of December 31, 1956. 

22805 O—58—pt. 7———58 
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(6) 377 dealers changed franchises in the year 1957, or 2.7 percent of the 
dealers as of December 31, 1956. 

(7) The figures on items 4, 5, and 6 would therefore indicate a dealer- 
turnover rate of 9.5 percent in the 16 States reporting for the year 1957. 

(8) Added to the dealer force in the same period and in the same areas were 
369 Edsel dealers and 426 foreign-car dealers. However, since it is not possible 
to determine how many of these were dual with established dealers, they were 
not included in the above calculations. 

(9) In a 13-State area for which we received data on survey question No. 9 
“How many known open points in your area for which manufacturers are seek- 
ing dealers?” we were informed that there were 197 such open points. 


(PREPARED BY SUBCOMMITTEE STAFF) 


Summary comparison of several studies of automobile demand 





Elasticit i of new purchases 














with respect to— 
Study te Bee 
Price Income 

Suits: 
1. Derived prias.............. ponddh ee Muboes oil). sl liginsecesed —.6 +4.2 
2. B. L. 8. price.__-- isieteacedtee deren «clades ttae tial iar eens Radin cad —1.2 +3.9 
NTN e ee nen ne wameabinn —1.2 +3.0 
ie ea SO Rs” SR ES Te eS —1.5 +2.1 
NN OA BO i thas oe cadatsss boc db ods Rekha cudbawibuadn —1.4 | +2.5 


! Per capita basis. 
GMAC DATA 


GENERAL Morors ACCEPTANCE CORP., 


New York, N. Y., March 31, 1958. 
Hon. Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR KEFAUVER: This letter pertains to the information requested by 
the Subcommittee on Antitrust and Monopoly, as outlined in your letter dated 
March 14, 1958. 

Of the 16 questions asked, 4 involve answers which are purely statistical and 
can be presented in tabular form. These are questions 1, 2, 3, and 13. The 
materials which we have available on these four questions is submitted here- 
with as attachments to this letter. 

In addition, we are enclosing for your information copies of the GMAC 1957 
Annual Report and the supplement to the 1957 annual report. It occurred to 
us that the subcommittee might not be familiar with the latter document which 
is prepared each year for the confidential use of account banks and institutional 
investors holding GMAC obligations. Beyond extensive financial data, this 
supplement gives a general outline of operations and presents detailed statistics 
on such factors as volume, terms, and collections. As a matter of fact, it in- 
cludes information similar to that provided in the four answers mentioned 
above. It has been GMAC practice for many years to make full disclosure of 
these experience statistics to those organizations having a direct interest in the 
company. 

Sincerely, 


CHARLES G. STRADELLA. 
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QUESTIONS Nos. 1 AND 2 
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General Motors Acceptance Corp. new cars financed at retail—United States 





Number of 


| 
Dollar 








Number of Dollar 
Year cars | volume (in | Year cars volume (in 
| thousands) thousands) 
1936... 5 oe 697, 244 $382, 959 Riese -2- 556, 920 $744, 290 
ko ‘ 589, 030 | 339, 125 shia sh wavenwewsn 557, 361 | 892, 682 
1988... . ion _— 319, 878 | ee Rg. oe ne cen 766, 675 | 1, 295, 516 
1939. _ .. ak 421, 381 Ree Th MS « dno ce- ence cence 752, 508 | 1, 393, 926 
le cyao-ncc2----ot 340, 781 || 1965...........---..-- | 1,007,856 | 2323, 930 
7 ao } 266, 092 | 331, 593 I clara ial 931, 377 | 2, 132, 335 
DEES deltwcsnnes neadea | 497, 295 | 674, 774 Na. nce cagununee 864, 988 | 2, 143, 115 
RC cotincicant eos] 630, 138 | 849, 972 | 





Note.—Data include Chevrolet trucks. For the years 1953-57 inclusive, trucks represented 8.5 percent 
of total number. 


QUESTION No. 3 


General Motors Acceptance Corp., new cars financed at retail—United States, 
classified by length of term 


A. PERCENT DISTRIBUTION OF NUMBER OF CARS FINANCED 


Payment period by months 
Year financed 

















1 to 12 13to18 | 19to 2% 25 to 30 31 to 36 Over 36 

es 35.1 eas SiGe ees 0 
ee ae 32.0 47.7 20.1 0.2 0 
yea ae a 31.9 51.3 | 16.8 0 0 
BR ire asth 20.4 | 45.8 | 24. 5 3 0 
ce ast. 27.1 | 39. 8 | 32.5 | 6 0 
— 38.8 46.9 | 14.3 0.0 | 0.0 | re 
ee ce 27.0 | 33.7 | 38.4 ‘9 | 0 | 0 
pe aaennaaaana 23.6 31.5 42.3 2.5 1 0 
ee 22. 3 | 73.9 3.7 | 1 0 0 
1952 ! 18.0 | 36.2 39.6 5.6 | 6 | 0 

nis i3i..20.- 18.0 | 13.8 | 56.3 | 10.9 10 | 0 
 hieincadexs: 14.4 10.1 | 42.9 | 29.5 | 3.1 | 0 
1955. ; 10.9 | 7.4 23.3 | 43.1 15.3 0 
1956....... 9.4 5.7 17.6 39.7 27.5 | 1 
1957. 8.6 5.0 15.0 29.1 42.2 Y 

B. PERCENT DISTRIBUTION OF DOLLAR VOLUME FINANCED 

1936... 30.5 49.1 19.8 0.6 0 
1987... 26. 1 48.9 24.7 0.3 0 0 
1938... 26.3 52.6 21.0 . 0 0 
1939 24.1 46.0 29.5 4 0 0 
1940 21.4 39.3 38.4 | 9 0 0 
1948 | 31.3 50.7 17.9 a 0 

1949 ! 20.1 33.3 45.3 1.3 0 0 
1950 1. 17.2 29. 4 49.6 3.7 1 0 
1951 1... 17.5 78.2 4.1 | 4 i 0 
1952 1. 13.1 | 33.5 44.7 | 77 10 6 
1953... 12.1 11.5 60.6 14.3 15 0 
1954_ 9.8 8.1 42.4 35.7 4.0 0 
1955 7.3 5.7 20.8 47.4 18.7 .l 
1956 _- 6.0 4.2 14.9 42.2 32. 6 ss 
1957 55 3.6 12.4 29. 4 49.0 1 


! Regulation W, which established maximum maturities, minimum downpayments, etc. was in effect 
during the periods Sept. 20, 1948-June 30, 1949, and Sept. 18, 1950-May 7, 1952. 


Note.—Data are not available to subdivide 1 to 12 months’ period. Volume figures on which percentages 
are based exclude those not considered normal retail business such as retail salesmen’s contracts. 
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QUESTION No. 13 


General Motors Acceptance Corp., number of repossessions, new retail automotive 
financing, United States 


Number Number 

Year repossessed : of accounts | Year repossessed : of accounts 
i dietiotriotetnceeneterceiienveritn 12, 182 SI stich coke rceiasgpakingeiabnintattndtense 2, 857 
es necetietinediian ocr sice-teieas odineeanes 11, 978 iD ae ie ae ahaa heat 3, 284 
Re iansistellt TEA cecimatanenintinieetans 13, 917 aie sae 8, 118 
RPE ON 9, 040 te ko inane oar 15, 764 
sd le delete itiitecachadsorenecerce ocak ee 11, 643 I cick don ertectaeeages tn Ghee anes ean som 21, 188 
ck REE SD aa ded iceetnweemepeie 549 IE ic AN Bohrer ie 41, 314 
Skt tote bwenuuunk 2, 013 i, Se ee 50, 652 
I irnccabn ch etrsiom weno ceo 8, 642 


NOTE.—Data are not available to show makes and model years of cars or amounts of 
unpaid balances at time of repossession. 


GENERAL MoTors ACCEPTANCE CORP., 
New York, N. Y., March 31, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D. C. 


Dear SENATOR KEFAUVER: ‘This will acknowledge your letter of March 14, 
1958, received on March 19, requesting that certain information be supplied 
by GMAC to the Senate Subcommittee on Antitrust and Monopoly of the Com- 
mittee on the Judiciary. 

A partial submission, covering the statistical information readily available, 
is being made today under separate cover. The remainder of the items, how- 
ever, as presently phrased, would involve time-consuming research. Before un- 
dertaking these responses, therefore, we believe that it would be helpful if their 
— and materiality to the subject of the committee’s inquiry were clari- 

ed. 

Your request is limited to certain aspects of financing and insurance in con- 
nection with new-car retail sales. You state that your purpose is to relate 
these data to your recent inquiry into administered prices in the automobile 
industry, but it is not clear to us how the information relates to this purpose. 

Each concluded sale of a new automobile at retail is the result of a negotiation 
between the dealer and the respective customer. In 80 percent or more of the 
retail negotiations, the purchaser trades in a used car. The result is that the 
dealer, in selling a new car, also buys a used car, and the price of each is 
arrived at by these two parties. In the final analysis, the true price (namely, 
the cost to the purchaser) of the new car can be determined only after the 
parties are in agreement as to (1) what price the purchaser will take for his 
used car and what price the seller will pay for that used car, and (2) what 
price the seller will take for the new car and what price the purchaser will 
pay for the new car. 

At some time during the negotiations, the question of financing may come up. 
The purchaser is free to make whatever financing arrangements he requires, 
wherever he pleases. There are numerous financial institutions, particularly 
banks, credit unions, etc., which make such arrangements directly available to 
the purchaser. On the other hand, the negotiations between the dealer and the 
purchaser may develop into a time sale. Once the terms of the time sale have 
been agreed upon, the dealer may decide to keep the time-sale obligation among 
his own receivables, or he may decide to discount the obligation with a bank or 
one of the many companies engaged in the sales-financing business. The dealers 
are completely free to establish the conditions of the time sale and to dispose 
of the obligation wherever they wish. The discounting bank, sale-finance com- 
pany, or other financing institution is, of course, completely free to determine 
whether the conditions established between the dealer and the purchaser develop 
a Satisfactory obligation for discount. Generally speaking, dealers have avail- 
able and make use of several financing sources and often the conditions of dis- 
count are quite different. Over 41 percent of auto installment obligations are 
held by banks, some 48 percent by sales-finance companies, and the balance by 
small-loan companies, credit unions, etc., or by dealers in their portfolio of 
receivables. 
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We know of no concept of administered prices which would extend that term 
to cover prices arrived at freely between buyers and sellers in the market as 
outlined above. 

Since the information requested will require going back over a period of 20 
years (and, in certain instances, may not be available), we would like to suggest 
a meeting in the near future to be attended by the committee staff and our own 
counsel. The relevance and materiality of those items as to which data are not 
readily available and those which consume a great deal of time can then be dis- 
cussed, we believe, to our mutual advantage. 

Sincerely, 
CHARLES G. STRADELLA. 


GENERAL MOTORS ACCEPTANCE CORPORATION, 
New York, N. Y., April 10, 1958. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
United States Senate, Washington, D.C. 


DeAR SENATOR KEFAUVER: The Senate Subcommittee on Antitrust and Monop- 
oly requested, in a letter dated March 14, 1958, the answers to 16 questions on 
the subject of automobile-sales financing. The answers to four of these ques- 
tions, involving readily available statistical data, were submitted on March 31. 

In reviewing the other 12 questions, it seemed to us a prerequisite to the under- 
standing of the answers was a résumé of the part which banks, sales-finance 
companies, and others play in this important activity, followed by specific 
reference to GMAC and its policies and practices. We are, therefore, sub- 
mitting our reply in a statement entitled, “GMAC and the Sales Finance Busi- 
ness.” It is requested that the statement and exhibits, as well as responses 
previously submitted, be made a part of the record. 

This statement, of course, cannot be considered a complete explanation of 
all phases of GMAC operations, including those discussed therein, since it is 
directed mainly to the specific questions raised. 

In the course of the review, we have tried to answer all questions applicable 
to GMAC and to identify the answer to the particular question where it appears. 
You will find that, in 1 or 2 instances, we may not have given as complete a 
historical, statistical review of changes and dates thereof as suggested in the 
questionnaire. These omissions are due to the enormous amount of work 
required to develop this information and to our conclusion that your purpose 
would be served without this heavy burden. 

You will recall that in our letter of March 31 we suggested that it might be 
helpful to arrange a meeting between your staff and our counsel to discuss 
clarification, to our mutual advantage. In the absence of such meeting, we 
have used our best judgment in interpretation. 

We gathered from your telegram that you are anxious to get as much material 
as possible at an early date. We believe that the enclosed statement and 
exhibits will answer your purpose. 

Sincerely, 


CHARLES G. STRADELLA, President. 


GMAC AND THE SALes FINANCE BUSINESS 


Submitted by General Motors Acceptance Corp. in response to inquiry dated 
March 14, 1958, by Subcommittee on Antitrust and Monopoly of the Committtee 
on the Judiciary, United States Senate 


CHAPTER I. THe AUTOMOBILE Reta. SALES FINANCING INDUSTRY 


It is important to understand the composition of the industry which plays an 
important part in making it possible for the retail purchasers of cars to buy these 
products on time. 

To a significant degree, credit to buy a car is made available by various institu- 
tions directly to.the individual. For example, banks, credit unions, and small- 
loan companies supply the funds for the car purchase directly to the purchaser. 
In these cases, the dealer may not even be aware that his customer is using 
borrowed money to pay cash for the car. According to the Federal Reserve Bul- 
letin, $3,919 million, or 25.9 percent of the total of $15,122, million of retail auto 
installment credit outstanding at February 28, 1958, originated in this manner. 
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The balance of the outstanding retail auto installment credit results from 
time-sales contracts. These are held mainly by banks and by sales-finance 
companies, which discount these installment time-sale contracts that already have 
been concluded between the dealers and the retail purchasers. Again, according 
to the Federal Reserve Bulletin, the amount of such credit outstanding is $11,203 
million, or 74.1 percent of total retail auto installment credit. It is divided as 
follows: 


Millions 
II carer isisanininintissebtnenine ininaniomeagigeniieess ge techib bene ane rt epentbadomr $3, 966 
IR os Dire DS amen iepeeeetd 7, 237 


The automobile dealer, who may have a retail selling agreement with one or 
more automobile manufacturers, is an independent merchant. Each sale of a 
new automobile which he concludes at retail is the result of a negotiation between 
himself and the customer. In 80 percent or more of the retail sales of new cars, 
the purchaser trades in a used car. The result is that the dealer, in selling a new 
ear, also buys a used car, and the price of each is arrived at by these two parties, 
and such is the case whether the sale is on a cash or time-sale basis. 

The purchaser is, of course, free to make whatever financial arrangements he 
desires for the purchase of a car. As previously stated, there are numerous 
financial institution—particularly banks, credit unions, ete.—which lend for such 
purposes directly to the purchaser. 

On the other hand, during the negotiations between the dealer and the pur- 
chaser, the purchaser may indicate that he wishes to buy on time and, in that 
event, the negotiations may result in a time-sale contract. The conditions of 
this contract are a matter of negotiation between the dealer and the customer. 
Once a time sale has been agreed upon, the dealer may decide to keen the 
installment obligation resulting from such a time sale among his own receivables. 
As is much more frequently the case, the dealer may decide to discount such 
obligation with a bank or with one of the many sales-finance companies he is free 
to choose for that purpose. The dealer will usually have been supplied with 
material by banks or sales-finance companies, or both, covering the form of the 
installment obligation acceptable to them and other terms and conditions upon 
which they will be satisfied to discount the installment-sale contract between 
the dealer and the purchaser. With this information, the dealer makes his 
determination of the terms of this installment sale with the purchaser. 

GMAC was incorporated under the laws of the State of New York on Janu- 
ary 24, 1919. The retail financing business of GMAC is conducted only with 
dealers in General Motors products and consists primarily of financing such 
dealers’ retail installment sales contracts as are offered to it and are accept- 
able to it. 

GMAC which, based on the Federal Reserve Bulletin figures, holds approxi- 
mately 19.1 percent of the total retail auto credit outstanding as of February 28, 
1958, is classified as a sales finance company and acquires its receivables by 
purchase from the dealers. 

Analyses made by the Federal Reserve Board show that from 62 to 67 per- 
cent of new cars have been sold on credit during the past 3 years, leaving 
about 35 percent of new cars sold for cash. GMAC, during this period, financed 
about 28 percent of GM dealers new-car sales (never more than 28.6 percent 
of such sales in any postwar year). This leaves 37 percent of the sales of 
GM dealers financed by banks, other sales finance companies, credit unions, 
and by those dealers who have chosen to retain their customers’ time sales 
contracts. While data are not available which would permit an exact distri- 
bution of this 37 percent as between banks, competing sales finance companies 
and others, an approximation of this distribution can be derived from the avail- 
able statistics on auto installment financing of the Federal Reserve Board. 

On such a basis, total new-car sales by General Motors dealers are made 
as follows: 


Percent 
ar I NT RE I > i i hie hcidlm edit a ee 37 
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The new-car time sales market in which sales finance companies, banks, credit 
unions, small-loan companies and, to a limited degree, even automobile dealers 
may compete is, as recognized, the approximate 65 percent of new cars sold. 
GMAC elects to finance only the time sales of GM dealers. 

The intense competition among banks and sales finance companies to acquire 
new-car retail installment contracts from General Motors dealers is established 
by the above data showing that 37 percent of GM dealers’ new-car sales are 
financed by competitors of GMAC, as compared with 28 percent financed by 
GMAC. 


CHAPTER II. THE INITIATION OF THE RETAIL INSTALLMENT ORLIGATION BY THE 
DEALER AND THE SUBSEQUENT ACQUISITION BY GMAC 


As stated on page 4, GMAC acquires directly from the dealer retail installment 
obligations already concluded between the purchaser and the dealer. Several 
questions raised in the committee’s letter of March 14, 1958, are answered by 
tracing the various steps which lead up to this acquisition. 


Questions Nos. 14,7, and 8 


After the dealer and the time purchaser discuss the price at which the dealer 
would sell the car if it were a cash sale, the allowance on the trade-in, if any, and 
the cash payment, if any, there develops what the committee has chosen to call 
the net balance on car. If this is to be the subject of a time-sale contract, the 
dealer informs the customer that the car must be insured against fire, theft, and 
physical damage so that his collateral is protected and that if the purchaser does 
not have a policy, he will have to provide one or alternately authorize the dealer 
to procure one at the purchaser’s expense. If the dealer is so authorized, he adds 
the cost of this insurance to the net balance on car. Also, he probably suggests 
group creditor insurance on the life of the purchaser and, if the purchaser wishes 
it, adds this cost also to the net balance on car. 

The total of these items develops the total amount financed or in finance termi- 
nology the principal balance. 

At this point the dealer must determine the charge which he intends to make 
to the purchaser as a component of his time price. In arriving at this conclusion, 
he must take into account many factors, such as: 

1. Competition of other dealers. 

2. State laws, if existing, setting the maximum permissible charge. 

3. The kind of risk he thinks he is taking in accepting a contract. 

4. The discount at which the finance company or bank will purchase the 
contract from him if he wishes to offer it for sale. 

5. How much additional, if anything, above the cost of discount he wishes 
for himself. This will be influenced by many factors, and it may even be a 
minus. 

Having determined this finance charge, the amount is added to the total amount 
financed or principal balance. The grand total becomes the time (deferred) 
balance—the customer’s obligation. (It is believed that question No. 4 was 
directed to this particular step.) 

This grand total or time (deferred) balance is then spread over the period 
of time agreed upon for payment by the purchaser. 

At this point, the dealer who wishes to sell his purchaser’s obligation submits 
it to the finance company or bank for discount. In case the contract is dis- 
counted with GMAC: 

(a) GMAC pays the auto insurance premium, if included in the time 
balance, to the insurance company selected ; 

(b) GMAC pays the life-insurance premium, if included in the time 
balance, to Prudential Insurance Co. (see later explanation of this arrange- 
ment) ; 

‘ — GMAC retains as income its established discount (see later for 
etail) ; 

(@) GMAC withholds an amount which has been agreed upon between 
the dealer and GMAC that the latter may retain as protection against pos- 
sible loss in case of a recourse transaction. This amount is credited to 
the dealer’s account. 
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(See exhibit A.) 
Question No. 16 


What is left is sent to the dealer. It may be more or less than net balance on 
car depending upon the amount added on by the dealer for his finance charge. 


CHAPTER III. GMAC Rates 


The dealer, having determined the finance charge as outlined in some detail 
on page 7, adds this amount to the principal balance. In 20 States, the maxi- 
mum charge which the dealer may make is established by State law. In those 
States where no legislative maximum exists, GMAC advises dealers that, gen- 
erally, it will not discount new-car installment contracts if the finance charge 
exceeds 7 percent flat per annum. In a few nonregulated States bordering on 
States which have legislated an 8 percent maximum, GMAC will purchase con- 
tracts carrying finance charges up to 8 percent. 

The rate of GMAC discount is, of course, subject to the competitive influence 
of discount rates of banks, in particular, and of sales-finance companies, as 
well as of rates charged new-car buyers who arrange their borrowings directly 
with banks and others. These competitors, as a whole, finance about 37 percent 
of GM dealers’ new-car sales, as compared with 28 percent financed by GMAC, 
as noted on page 4. In order, however, to maintain the credit standing of GMAC, 
which has to borrow solely on its own financial respensibility, its rate of dis- 
count should be high enough to produce the necessary revenue to service the 
business effectively, pay interest on the borrowing required to finance the receiv- 
ables acquired, and leave a reasonable profit. 

In addition to the discount, under the recourse plan explained later, GMAC 
withholds an amount to protect itself against the dealer’s failure to meet his 
commitment. The amount withheld by GMAC is credited to the dealer. 


Question No. 4 


There follows a tabulation of the GMAC standard discount rates and the 
amount of the dealer’s funds withheld at the time of purchase on contracts 
offered where the dealer accepts recourse responsibility. Currently, 83 percent 
of the automotive contracts purchased by GMAC in the United States are with 
this recourse responsibility. 


| GMAC discount rate ! With- Total ! 
holding ! 


Percent 
8 percent -.--__-- idan 1.2 6 percent. 


| 

January 1936 through December 1940 - torent | 4. 
aoe | 4.8 percent plus mm: 

4 


July 1948 to August 1950 1.2 | 6 percent plus $1. 

August 1950 to June 1952_. percent plus $1 ae 1.0 | 5 percent plus $1. 

June 1952 to May 1953____........-- ...-.| 4 percent plus $1.25.__._- 1.0 5 percent plus $1.25. 

May 1953 to December 1955_..............-.| 4.2 percent plus $1.25___- 1.05 | 5.25 percent plus $1.25. 

December 1955 to October 1957 _........| 4.6 percent plus $2.25_. 1.15 | 5.75 percent plus $2.25. 
1 


October 1957 to date______- weo.--2--.-~--| 4.86 percent .0 5.85 percent. 


! All percentages quoted are flat rates per annum and are applied to the principal balance. 


It will be observed from the above figures that, in 1950, as a result of low 
money costs, it was possible to make a reduction in the GMAC discount rate 
which had been in effect since 1948. The lower rate continued until 1953, 
when the level of interest costs to GMAC rose materially. It will further be 
observed that additional increases were necessary in December 1955 and again 
in October 1957 as interest costs continued to rise. 

The GMAC discount on contracts purchased without dealer guaranty (non- 
recourse), constituting approximately 17 percent of automotive contracts pur- 
chased, is somewhat higher than those accepted on a recourse basis due to 
the additional risk taken over by GMAC. 

Currently, the GMAC standard discount for nonrecourse paper is 5.15 percent 
flat per annum—except in the Southeast, where experience justifies a higher 
discount, which is currently 5.45 percent flat per annum. There is, of course, 
no withholding on nonrecourse purchases. 


| 
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Question No. 5 


Discount-rate percentages are quoted above on a flat rate per annum basis 


and may be converted to true interest per annum by use of the following 
formula : 


9 
12 flat rate per annum X contract term in years X ——————_____ 
(Term in months+1) 


Under this formula, a GMAC discount rate of 4.85 percent flat on a 12-month 
transaction is equivalent to a true interest rate of 8.9538 percent per annum. 
Exhibit C shows conversion factors for varying lengths of term. 

As stated, GMAC discount rates vary, depending on the recourse or nonrecourse 
responsibility of the dealer. It is believed it would be helpful at this point to 
describe briefly these two basic retail discount plans which GMAC offers in 
order to show why these rates differ. 

Recourse plan.—This plan basically requires that the dealer will, in the event 
of repossession and return of the automobile within a specified period after 
default, liquidate the balance owing to GMAC under the contract. Therefore, 
he takes the hazard of losses that may occur on repossessed cars. 

He may, if he wishes, under a provision which GMAC calls the reserve- 
guaranty option, limit the extent to which he must absorb these losses. To do 
so, however, he must contract that he will have with GMAC an agreed fund— 
a minimum of 3 percent up to a maximum of 6 percent of outstandings. If 
he does this, GMAC will absorb any losses in excess of this agreed fund. 

Nonrecourse plan.—There is a demand in certain areas for a plan under 
which there is no responsibility of any kind on the part of the dealer. Where 
GMAC considers this business acceptable on this basis, it charges a higher 
discount to cover the additional responsibilities taken over by it. 


Question No.6 


GMAC has not simultaneously used more than one schedule of discount ap- 
plicable to different categories of borrowers, different makes or types of car, or 
different lengths of maturity. Over the years, GMAC has had geographical 
variations in its new-car discount rates. These arise out of factors, often com- 
petitive pressures, peculiar at the time to such geographical locations. Thus, 
while GMAC favors a uniform GMAC discount rate for new cars, it has never 
been practical to maintain such uniformity. While the number of variations at 
any given time has not been large, the number in total over the years has been 
substantial. The amount of any variation, generally, has not been sizable. 
Currently, the variation between the highest and lowest discount rate for new- 
ear transactions with recourse responsibility is 0.6 percent flat per annum. The 
compilation of all variations would not be particularly helpful, and the informa- 
tion requested in Question No. 6 would require, in the opinion of GMAC, an 
unwarranted expenditure of effort. 


Question No. 10 


No other charges, such as service charge, recording charge, credit investiga- 
tion charge, etc., have been made by GMAC. Prior to 1940, GMAC required 
the dealer to file or record the contract, where called for by State law, and 
the dealer included an amount to cover these costs. Since 1940, GMAC has 
assumed the responsibility and cost of filing and recording. 


Question No, 12 


Exhibit A sets forth the details of a typical time-sale transaction for a 
Chevrolet. Few time-sale transactions have identical characteristics. The trans- 
action described covers a four-door Chevrolet Bel-Air, 8-cylinder sedan (a 
popular model), for a 30-month term (the GMAC average), with 1 year’s car 
insurance (minimum GMAC requirement), 30-month life insurance and a 40- 
percent downpayment (the GMAC average). The car-insurance premium used 
is for Kansas City, Mo. The financing cost used in the example is composed 
of the GMAC discount and withholding on a recourse transaction. There are 
examples for the years 1955, 1956, 1957, and 1958. This exhibit also includes 
time-sale transactions on Oldsmobile and Cadillac for the year 1958. 

Exhibit B shows an example of how the figures in exhibit A for the 1958 
Chevrolet Bel-Air would appear in a contract signed by the purchaser and the 
dealer. 

A review of the statistics with respect to the Chevrolet Bel-Air sedan will 
indicate that the finance charge, including the withholding which belongs to 
the dealer, has increased from $214.28 in 1955 to $285.51 in 1958 or by $71.24. 
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Of this increase, $41.46 is due to an increase in the principal balance resulting 
from an increase in the cost of the car and $1.74 is due to an increase in that 
balance as a result of higher insurance premiums. This leaves $28.04 which 
can be attributed to increase in the finance charge (as shown on line 19 of 
exhibit A). Spread over 30 months, this has the effect of increasing the monthly 
installment bq 93 cents per month. Had the example been developed with a 
36-month term assumption, instead of 30-month term, the net effect of the increase 
in the finance charge would have been an increase in the monthly installment 
of 95 cents. 

Since it is often customary to look at insurance costs in conjunction with 
finance charges, it will be noted in exhibit A that the insurance premium on 
the Chevrolet selected as an example has increased from $82 in 1955 to $92 in 
1958. Had there been no increase in the cash selling price of this car from 1955 
to 1958, the premium in 1958 would have been $76 or $6 lower than in 1955, 
These premiums, established by the National Automobile Underwriters Associa- 
tion, apply to both cash buyers and time buyers. 

The increase in the cost of insurance, amounting to only 33 cents per install- 
ment was due to the fact that the increase in the list price placed the Chevorlet 
Bel-Air in a higher-cost insurance category. 


CHAPTER IV. INSURANCE 
Question No. 7 


(A) Car insurance.—Before GMAC will discount a retail time-sale obliga- 
tion, it must be assured that insurance has been provided against the following 
hazards to which the car may be exposed: Fire, theft, and collision (with desig- 
nated deductible, generally $50). 

The policy of insurance generally issued by insurance companies is a non- 
valued form and settlement of loss and/or damage claims thereunder is based 
on the actual value of the car at the time the loss and/or damage occurs. This is 
true whether the policy is written by a GMAC affiliate or another company. 

The retail buyer is free to procure the above protection through any recog- 
nized insurance company authorized to do business in the State where he 
resides. 

The conditions of the retail contract entered into with the dealer obligate 
the purchaser to have insurance on the car at all times during the life of the 
contract. However, in order to make the obligation eligible for discount with 
GMAC, it is necessary to provide the coverage for a minimum of 1 year unless the 
contract covers a shorter perior. As a service, GMAC will accept an unexpired 
insurance policy provided it will continue in force for at least 60 days from date 
of contract. Insurance protection for a minimum period of 12 months must be 
provided by the customer where an existing policy of insurance expires in less 
than 60 days from date of contract. 


Question No. 8 


In those instances where the retail buyer elects not to obtain the required 
insurance elsewhere, it is, with his authorization, procured by the dealer in most 
States from Motors Insurance Corp., a subsidiary of GMAC, and in other States 
from General Exchange Insurance Corp., a subsidiary of General Motors Corp. 

Motors Insurance Corp. provides the insurance at tariff rates promulgated 
by the National Automobile Underwriters Association (NAUA) and approved by 
the insurance departments of the various States. It pays a commission of 25 
percent of the premium to those dealers who qualify as licensed insurance agents 
under the laws of their respective States and most dealers are licensed. 

Motors Insurance Corp. is authorized to operate in all States. However, for 
various reasons automobile dealers generally do not quaHfy as insurance agents 
in Massachusetts, Michigan, New York, and Ohio and hence are not eligible for 
any commission. The insurance requested is currently made available in the 
above four States by General Exchange Insurance Corp. The premiums are also 
approved by the insurance departments in these States. 
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Question No. 9 


The freedom exercised by the customer in the selection of his insurance carrier 
is indicated by the fact that, on a nationwide basis, 42.1 percent of all new-car 
contracts purchased by GMAC during 1957 were covered by insurance with non- 
affiliated companies of the customers ‘own choosing. 


Questions Nos. 8 and 9 


(B) Life insurance.—GMAC does not write or require life insurance. Since 
1941, as an added service, GMAC under an insurance policy issued by the Pru- 
dential Insurance Company of America has made it possible for dealers who 
decide to discount with GMAC to offer creditor insurance on the life of the 
individual purchaser at a very low cost. This insurance policy provides coverage 
on the basis of declining balances payable, in the event of the purchaser’s death, 
in an amount equal to as much of the unpaid balance under a single contract 
as does not exceed $5,000. 

When this plan was inaugurated in 1941, due to lack of experience with this 
form of insurance, a rate was established of 48% cents per $100 per annum on the 
amount of the deferred balance excluding this insurance cost. As experience was 
gained, the rate has been reduced until it is now 32% cents per $100 per annum, 
as will be seen from the following table. 

Group creditor 


insurance 
rates (per 
Period $100 per annum) 
ee ee ee ee ee ei ek ae Bie eA ok cu oe eee $0. 4875 
ee. as Sees ae CO, Gen 2. ee i J ee Ce . 4225 
Pe: 1, See, 20 DMM: Bi, Ween eI Be Ae Le un, weenie . 8575 
Dae. a ee ee ee uo et Le SOU eS ocvceen nen eon . 825 


Since inception of the group creditor insurance feature, GMAC has main- 
tained its rate at a level no greater than the rate charged it by Prudential. 
In the opinion of GMAC, the present charge of 3214 cents per $100 is as low as, or 
lower than, any currently offered. 

In the event of the purchaser’s death, Prudential pays to GMAC the amount of 
the unpaid balance on the purchaser's obligation up to a limit of $5,000 on the 
individual contract, or $10,000 per life if more than 1 contract is involved. 
GMAC, in turn, liquidates the customer’s account and delivers to his estate a 
paid-in-full contract. The estate has no further obligation to GMAC within these 
limits. This insurance protection appeals strongly to time buyers, many of whom 
recognize that, in the event of death, their survivors might find it difficult to 
continue payments on the automobile. In the year 1957, about 95 percent of new- 
ear contracts purchased included provision for group-creditor insurance. 


CHAPTER V. GMAC PoLicy on TERMS 


Important in determining the acceptability of a contract offered GMAC are such 
factors as the purchaser’s character and credit standing, the relationship of the 
unpaid balance to the dealer cost of the car and length of term. The latter two 
items must be related to the rate of depreciation of the collateral. 

The basic requirements for a time-sale obligation acceptable to GMAC are made 
known to the General Motors dealers. Rejections occur but the knowledge by the 
dealer of GMAC purchase policy keeps such rejections to a low percentage level. 
Continual educational effort on a national basis is expended by GMAC on the 
subject of what constitutes sound credit, based on experience gained in automo- 
bile retail financing. 

GMAC recognizes no fixed terms. However, it does offer a guide to the dealer 
in arranging terms for retail contracts so that they may be acceptable to GMAC 
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for purchase. This guide on new cars is a minimum downpayment of one-third 
of the cash selling price and a maximum term of 36 months. GMAC believes that 
these terms establish an adequate initial customer equity in the car and monthly 
installments large enough to increase this equity faster than the car will depreci- 
ate from obsolescence and average use. 

GMAC experience shows it is important for the customer to have an investment 
of sufficient amount to make him want to keep the car. Where downpayments 
are too low, repossessions are disproportionately higher. There are, of course, 
instances where the credit and circumstances of the customer warrant an excep- 
tion to the recommended downpayment requirements. 

What has been the trend of installment sale terms as evidenced by the three 
elements : initial equity, term of payment, amount of installment? 

Downpayments—that is, purchaser initial equity—as shown on exhibit D have 
on the average remained practically constant at a level of 40 percent of reported 
eash selling prices since 1955. 

The maximum payment period of 36 months for new cars has not changed but 
is now more broadly used than a year ago, or ever before, and nearly 50 percent 
of the new-car contracts currently being purchased by GMAC are on this basis 
(the rest for shorter periods) as compared with slightly over 30 percent at the 
end of 1956. There appears to be general recognition that a 36-month term rep- 
resents the prudent limit. 

The monthly payment on new cars financed by GMAC has remained fairly 
constant since 1952. In 1955 the average monthly payment for all new General 
Motors cars (Chevrolets to Cadillacs) was $80; in 1956 it was $82; in 1957 it was 
$85. The average monthly payment on new-car contracts acquired in February 
1958 was $87.39, compared with $86.70 in February 1957. 

As is seen from exhibit E, current monthly payments represent a slightly lower 
proportion than prewar of average monthly disposable income per household. In 
1955, for example, average new-car monthly payments of $80 represented 17 
percent of monthly disposable income per household of $471. In 1957, such pay- 
ments of $85 were 16.8 percent of corresponding income of $505. In the 1936—40 
period, the average monthly payment of $35 was 20.4 percent of the then average 
monthly disposable income of $172. 


Question No. 11 


GMAC accepts as a fact that teachers and farmers, as well as retail salesmen 
and others, receive their incomes on an irregular basis and may need special 
terms. GMAC also, in certain instances, discounts contracts which provide for 
a “balloon” payment at the maturity of the contract. There has always existed 
a limited need, over and above the special plans for teachers, farmers, and retail 
salesmen, for such special arrangements to fit particular situations. The extent 
to which these special arrangements have been utilized has been minor, as can 
be seen from exhibit F, which covers the readily available statistics. These 
so-called balloons, while purchased when equity and other credit factors are 
satisfactory, are not encouraged. 

As mentioned earlier, GMAC has felt a responsibility over the years to express 
freely and continually its opinion on the fundamentals of sound consumer install- 
ment credit. This counseling is directed not only to the dealers, but to the public 
at large. 
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EXHIBIT A TO CHAPTER III 


General Motors Acceptance Corp. “typical” retail transactions for new Chevrolet 
j-door Bel Air 8-cylinder sedan discounted by GMAC on recourse basis 


No. 1955 1956 1957 1958 
line model model model model 


SELLING PRICE 


1. Car without options $2, 031. 00 $2, 133. 00 $2, 362. 00 $2, 547. 00 
2 Total of typical options. ; ‘ 424. 10 435. 60 439. 50 447. 85 
3 Subtotal (1+2) 2, 455. 10 2, 568. 60 2, 801. 50 2, 994. 85 
4 Destination charge. -. 88. 75 90. 25 68. 50 75. 50 
5 Total cash selling price ! (3+4) 2, 543. 85 2, 658. 85 2, 870. 00 3, 070. 35 
Add 

6 Insurance charges as developed below 

(12414) 96. 81 85. 98 94. 10 110. 04 
7 Finance charges as developed below (19) 214. 28 243. 94 263. 31 285. 52 
8 Total time price (5+6+7) 2, 854. 94 2, 988. 77 3, 227. 41 3, 465. 91 





PRINCIPAL BALANCE 


9 Cash selling price (as above) (5) 


2, 543. 85 2, 658. 85 2, 870. 00 3, 070. 35 

10 Less: 40 percent downpayment 2 1, 017. 54 1, 063. 54 1, 148. 00 1, 228. 14 

11 Cash unpaid balance (9—10) 1, 526. 31 1, 595. 31 1, 722. 00 1, 842. 21 

12 Car insurance ?__. : 82. 00 72. 00 79. 00 92. 00 

13 Subtotal (11+12) 1, 608. 31 1, 667. 31 1, 801. 00 1, 934. 21 

14 Life insurance ‘ . 14. 81 13. 98 15. 10 18. 04 
15 Other special charges. -- eae , 

16 Principal balance (13+14+15) 1, 623. 12 1, 681. 29 1, 816. 10 1, 952. 25 
FINANCE CHARGES —— ee ans ee 

17 | GMAC discount 171. 68 195. 60 211. 10 236. 71 

18 Withholding from dealer. 42. 60 48. 34 52. 21 48. 81 

19 Total finance charges (17+18)-. 214. 28 243. 94 263. 31 285. 52 

20 | Time (deferred) balance (8—10 or 16+19) 1,837.40! 1,925.23 | 2,079.41 | 2,287.77 

1 | Term in months —— 30 ; 30 30 30 

22 | Monthly payment (20+ 21) $61. 25 $64. 17 $69. 31 $74. 59 

FINANCE CHARGE RATES 
Percent Percent Percent Percent 

23 GMAC discount 5 4. 20 4. 60 4. 60 4.85 

24 Withholding from dealer... 1.05 1.15 1.15 1. 00 

25 Total 5 5. 25 5.75 5.75 5. 85 


Cash selling price based on factory-suggested list including excise tax and delivery and handling charges 
with destination charge to typical midwestern city (Kansas City, Mo.). Options cover similar items 
except for the directional signal which became standard equipment in 1956. 

? No detail is available on the value of used cars traded in. Downpayment of 40 percent represents the 
approximate average for new cars from 1955 to date. 

’ Coverage, $50 deductible collision and comprehensive; term, 12 months; class, 1 individual not using 
car for business and no male operator under 25 years of age; symbol, 1955 model H; 1956 model I; 1957 and 
1958 models J; territory, typical midwestern city (Kansas City, Mo.). 

‘ Rate, 3242 cents per $100 per annum on amount of contract (excluding life-insurance premium) on 1955 
and 1958 models; 2914 cents on 1956 and 1957 models. 

’ Plus $1.25 on 1955 model and $2.25 on 1956 and 1957 models 
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General Motors Acceptance Corp. “typical” retail transactions for representative 
GM 1958 new cars discounted by GMAC on recourse basis with rate used by 
dealer of 5.88% flat per annum 



































Chevrolet 
Bel Air (Oldsmobile! Cadillac 
Line 4-door 88 4-door 4-door 
No. 8-cylinder | sedan sedan 
sedan (model 77) (model 
(model | 6239) 
1849) 
SELLING PRICE 
1 | Car without options.......................-....- ...| $2,547.00 | $2,837.00 | $4, 891. 00 
a ere pnaae 447.85 | 558. 94 490. 30 
3 | een | 2,904.85 | 3,305.04 | 5, 381.30 
4 | Destination charge. ................-.-------..-------------- 75. 50 104. 25 | 116, 00 
5 | aa Total cash selling price ! (3+-4)..............---.-.---- 3, 070. 35 3, 500. 19 | 5, 497. 30 
| Add: 
6 | Insurance charges as developed below (12+14) -...._._- 110. 04 | 112. 44 | 155. 91 
7 | Finance charges as developed below (19) . _.....-..- sein 285. 52 323. 59 | 505. 19 
8 Total time price (5+6+4-7) ................-- ee ‘ 3, 465.91 | 3, 936. 22 6, 158. 40 
PRINCIPLE RALANCE Ley ig 
4 | Cash selling price (as above) (5)... ...-- a 3, 070. 35 3, 500. 19 5, 497. 30 
10 | Less: 40 percent downpayment ?_____. ; | 1,228.14 1, 400. 08 | 2, 198. 92 
1 | Cash unpaid balance (9-10). -.......... : 1,842.21 | 2,100.11 | 3, 208,38 
me | OM SND 908. caw siwse--sctuees : 7 ; 92. 00 92.00 | 124. 00 
13 | Subtotal (11412) ................. phe eka _-| 1,934.21 | 2,192.11 3, 422. 38 
RN See ee Pe 18. 04 20. 44 31. 91 
15 | Other special charges.-..................---- os Seana ask dager cial ee ca 
16 Principal balance (13+-14+-15) - -- ‘ 1, 952. 25 2, 212. 5é 3, 454. 29 
FINANCE CHARGES - o a 
7 | GMAC discount... --. 236. 71 268. 27 418. 83 
18 | Withholding from dealer --_-.--_-___- 48. 81 55. 32 86. 36 
19 | Total finance charges (17+18) _ 285. 52 323. 59 505. 19 
20 | Time (deferred) balance (8-10 or 16+19)- | 2,237.77 | 2,536. 14 | "8, 950. 48 
21 Term in months __-- 7 ae et eee a 
22 | Monthly payment (20+21)-_- $74. 59 $84. 54 | $131. 98 
FINANCE CHARGE RATES 
Percent Percent Percent 
23 | GMAC discount -- 4. 85 4. 85 4. 85 
24 | Withholding from dealer -- 1.00 1.00 1,00 
25 Total. _- 5. 85 5. 85 5. 85 


! Cash selling price based on factory suggested list including excise tax and delivery and handling charges 
with destination charge to typical midwestern city (Kansas City, Mo.). 

2 No detail is available on the value of used cars traded in. Downpayment of 40 percent represents the 
approximate average for new cars from 1955 to date. 

3 Coverage, $50 deductible collision and comprehensive; term, 12 months; class, 1—individual not using 
car for business and no male operator under 25 years of age; symbol, Chevrolet ‘‘J’’; Oldsmobile “‘J’’; Cadillac 
““O”’; territory, typical midwestern city (Kansas City, Mo.). 

+ Rate: 3244 cents per $100 per annum on amount of contract (excluding life-insurance premium). 


GENERAL Morors CorpP., SUPPLEMENT TO EXHIBIT A TO CHAPTER III oF APRIL 10, 
1958, STATEMENT 


A review of the statistics attached with respect to the Oldsmobile series 88 
sedan will indicate that the finance charge, including the withholding which 
belongs to the dealer, has increased from $245.36 in 1955 to $323.59 in 1958, 
or by $78.23. Of this increase, $46.88 is due to an increase in the principal 
balance resulting from an increase in the cost of the car, partly offset by 59 cents 
due to a decrease in that balance as a result of lower insurance premiums. This 
leaves $31.94, which can be attributed to an increase in the finance charge (as 
shown on line 19 of p. 2, attached). Spread over 30 months, this has the effect 
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of increasing the monthly installment by $1.07 per month. Had the example 
been developed with a 36-month-term assumption, instead of 30-month term, the 
net effect of the increase in the finance charge would have been an increase in 
the monthly installment of $1.08. 

Since it is often customary to look at insurance costs in conjunction with 
finance charges, it will be noted on page 2, attached, that the insurance premium 
on the Oldsmobile selected as an example has decreased from $100 in 1955 to 
$92 in 1958, a decrease of $8, or 27 cents per installment. These premiums, estab- 
lished by the National Automobile Underwriters Association, apply to both cash 
buyers and time buyers. 


SUPPLEMENT TO EXHIBIT A TO CHAPTER III 


General Motors Acceptance Corp. “typical” retail transactions for new Oldsmobile 
4-door series 88 sedan discounted by GMAC on recourse basis 


Line 1955 1956 1957 | 1958 
No. model model model | model 


SELLING PRICE 















































1 | Car without options_- : ..| $2,337.09 $2, 443. 00 $2, 756. 00 $2, 837. 00 
2 | Total of typical options-_-. ; a i 466.79 | 490. 30 560. 95 558. 94 
3 Subtotal (14-2) - -- ...-| 2,803.88 2,933.30 | 3,316.95 | 3, 395. 94 
4 | Destination charge. - -- icin tacit atweae cee 101.00 | 103.00 | 104. 25 | 104, 25 
5 Total cash selling price ' (344)... : 2, 904. 88 3, 036. 30 3, 421. 20 3, 500. 19 
Add: 
6 Insurance charges as developed below 

(12414) -. oa 116. 97 94. 93 96. 86 112. 44 
7 Finance charges as dev eloped below (19) -- 245. 36 277. 78 311. 25 323. 59 
8 Total time price (5+6+-7) .-... 3, 267. 21 3, 409. 01 3, 829. 31 3, 936. 22 
PRINCIPAL BALANCE re a r 
9 | Cash selling price (as above) (5). 2, 904. 88 3, 036. 30 3, 421. 20 3, 500. 19 
10 | Less 40-percent downpayment ?___.. ‘ ‘ 1, 161. 95 1, 214. 52 1, 368. 48 1, 400. 08 
ll Cash _— balance ici 10). aan 1, 742. 93 1, 821. 78 2, 052. 72 | 2, 100. 11 
12 | Car insurance 3... cand eakh aoe 100. 00 79. 00 79. 00 92. 00 
13 Subtotal pie. a 1, 842. 93 1, 900. 78 2, 131. 72 | 2, 192. 11 
14 | Life insurance ¢.... . cae ; at 16. 97 | 15, 93 17. 86 20. 44 

15 | Other special charges. . yanvasepes vufsscscsunee kbccewsealedesavanbone Rae eran 
16 Principal balance (13+14+4-15) - - -- 1, 859. 90 1, 916. 71 2, 149. 58 | 2, 212. 55 
FINANCE CHARGES aa — 
17 | GMAC discount. pees kuke Kaede 196. 54 222. 67 249. 45 268. 27 
18 Withholding from dealer. .....--....- ante 48, 82 55. 11 61. 80 55. 32 
19 Total finance charges (17+18) - ai 245. 36 77. 78 311. 25 323. 59 
20 Time (deferred) balance (8—10 or 16+19) - 2, 105. 26 2, 194. 49 2, 460. 83 | 2, 536. 14 
21 | Term in months.-...........-- seed oe lg 30 30 as 30 | wea 30 
22 | Monthly payment (20+21)-......-.....--- ‘ 70. 18 $73. 15 $82. 03 | $84. 54 

FINANCE CHARGE RATES 

Percent Percent Percent Percent 
oo.) Gee ee Gases ©... .......2:...- a 4. 20 4. 60 4. 60 4. 85 
24 | Withholding from dealer _ e ake 1.05 1.15 1.15 1. 00 
25 Total 5 iis eictltnin wieantiiaa aaa er 5. 25 5.75 5.75 5. 85 





' Cash selling price based on factory-suggested list, including excise tax and delivery and handling charges 
with destination charge to typical midwestern city (Kansas City, Mo.). Options cover similar items. 

? No detail is available on the value of used cars traded in. Downpayment of 40 percent represents the 
approximate aversge for new cars from 1955 to date. 

3 Coverage, $50 deductible collision and comprehensive; term, 12 months; class, 1— individual not using 
car for business and no male operator under 25 years of age; symbol, ‘‘J’’ in all years; territory, typical mid- 
western city (Kansas City, Mo.). 

‘Rate: 3244 cents per $100 per annum on amount of contract (excluding life-insurance premium) on 1955 
and 1958 models; 2944 cents on 1956 and 1957 models. 

5 Plus $1.25 on 1955 model and $2.25 on 1956 and 1957 models 
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GENERAL Morors ACCEPTANCE CorP., SUPPLEMENT TO EXHIBIT A TO CHAPTER III 
oF APRIL 10, 1958, STATEMENT 


A review of the statistics attached with respect to the Cadillac series 62 sedan 
will indicate that the finance charge, including the withholding which belongs 
to the dealer, has increased from $377.35 in 1955 to $505.19 in 1958 or by $127.84. 
Of this increase, $75.60 is due to an increase in the principal balance resulting 
from an increase in the cost of the car and $1.68 is due to an increase in that 
balance as a result of higher insurance premiums. This leaves $50.56 which 
can be attributed to an increase in the finance charge (as shown on line 19 of 
p. 4, attached). Spread over 30 months, this has the effect of increasing the 
monthly installment by $1.68 per month. Had the example been developed with 
a 36-month term assumption, instead of 30-month term, the net effect of the 
increase in the finance charge would have been an increase in the monthly 
installment of $1.70. 

Since it is often customary to look at insurance costs in conjunction with 
finance charges, it will be noted on page 4, attached, that the insurance premium 
on the Cadillac selected as an example has increased from $117 in 1955 to $124 
in 1958. Had there been no increase in the cash selling price of this car from 
1955 to 1958, the premium in 1958 would have been $109 or $8 lower than in 1955. 
These premiums, established by the National Automobile Underwriters Associa- 
tion, apply to both cash buyers and time buyers. 

The increase in the cost of insurance, amounting to only 23 cents per install- 
ment, was due to the fact that the increase in the list price placed this Cadillac 
model in a higher cost insurance category. 
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SUPPLEMENT TO EXHIBIT A TO CHAPTER III 


General Motors Acceptance Corp. “typical” retail transactions for new Cadillac 
}-door series 62 sedan discounted by GMAC on recourse basis 


Line 1955 model 1956 model | 1957 model | 1958 model 
No. 


SELLING PRICE 


} Car without options $3, 976. 70 $4, 241. 00 $4, 758. 00 $4, 891. 00 
Total of typical options 448. 05 458. 80 490. 30 | 490. 30 
3 Subtotal (1+2) 4, 424.75 4, 699. 80 5, 248. 30 5, 381. 30 
4 Destination Charge 112. 50 | 123. 00 105. 00 | 116. 00 
5 Total cash selling price '! (3+4) 4, 537.25 | 4,822.80 5, 353. 30 5, 497. 30 
Add: | 
f Insurance charges as developed below 
(12+14) ’ 143. 14 124. 07 126. 74 155. 91 
7 Finance charges as developed below (19) 377. 35 436. 05 482.19 505. 19 
s Total time price (5+6+7) 5,057.74 | 5,382. 92 5, 962. 23 6, 158. 40 





PRINCIPAL BALANCE | 





9 Cash selling price (as above) (5) 4, 537. 25 4, 822. 80 5, 353. 30 5, 497. 30 
10 Less: 40 percent downpayment 2__.__.._._..__. | 1, 814. 90 1, 929. 12 2, 141. 32 2, 198. 92 
ll Cash unpaid balance (9—10)___-.-- 2, 722. 35 2, 893. 68 3, 211. 98 3, 298. 38 
12 | Car insurance 3 : eee ; a eR, 117. 00 99. 00 99. 00 124. 00 





13 Subtotal (204-19 bs s .6ces -snsscwscdetns~iy | 2, 839. 35 2, 992. 68 3, 310. 98 3, 422. 38 
14 | Life insurance ‘...............- Sbédmsnadaecdded 26. 14 25. 07 27.74 31. 91 
15 | Other special charges. om SS aac De Wie acca eaten pees 








16 Principal balance (13+-14+15) _.._.....-- 2, 865. 49 3, 017. 75 3, 338. 72 3, 454. 29 
FINANCE CHARGES whe —————“— t 
17 | GAEAO Giaccahs isk ovecsticinncsslsicivencqs | 302. 13 349, 29 386. 20 418. 83 
18 | Withholding from dealer..............-...----..- | 75. 22 86. 76 | 95. 99 | 86. 36 
19 Total finance charges (17418). ._.._.--.-- | 377. 35 436. 05 482.19 505. 19 
20 Time (deferred) balance (8—10 or 16+19)-- Rn | 3, 242. 84 3, 453.80 | 3,820. 91 3, 959. 48 
I mr OR a ae eens 30 30 | 30 30 
22 | Monthly payment (20421). .................... $108. 09 $115. 13 $127. 36 | $131. 98 
FINANCE CHARGE RATES 
Percent | Percent Percent | Percent 
a ree ee ee 4. 20 4. 60 | 4. 60 | 4. 85 
24 | Withholding from dealer-__.............-.-.---.| 1.05 | 1.15 1.15 1.00 
25 ONG Fa cuwdaded asdeekt.idbtaks tee. ae | 5, 25 5. 75 5.75 | 5. 85 





! Cash selling price based on factory suggested list including excise tax and delivery and handling charges 
with destination charge to typical midwestern city (Kansas City, Mo.). Options cover similar items. 

? No detail is available on the value of used cars traded in. Downpayment of 40 percent represents the 
approximate average for new cars from 1955 to date. 

§ Cuverage, $50 deductible collision and comprehensive; term, 12 months; class, 1—individual not using 
car for business and no male operator under 25 years of age; symbol, 1955 model M; 1956 and 1957 models N; 
1958 model O; territory, typical midwestern city (Kansas City, Mo.). 

‘ Rate: 324 cents per $100 per annum on amount of contract (excluding life-insurance premium) on 1955 
and 1958 models; 2944 cents on 1956 and 1957 models. 

§ Plus $1.25 on 1955 model and $2.25 on 1956 and 1957 models. 
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EXHIBIT B To CHAPTER III 


General Motors Acceptance Corp. example of contract itemization 








New or Year | Number of| Make, trade | Body type; if | Model number Manufacturer's | Motor 
used model | cylinders name truck, give or series Serial No No. 
tonnage 
New.......| 1058 | 8 | Chevrolet_ 4-door sedan___| Bel Air 





For a total time price computed as follows: 
Cash sale price (including taxes, delivery charges, acces- 
sories, etc.) ___- bu 


2. Total downpayment under installment sale consisting 
of $ ’ aes... ue 
(Net trade-in) (Actual cash) 
Description of trade-in: Make 
Model ------ aot ECAP . 
3. Unpaid cash price balance (subtract item 2 from 1) 
4. Cost of required car insurance (include this item, if buyer 


has authorized seller to apply for the insurance). In- 
surance term, 12 months: 
A. Covering accidental physical damage to the car 
as outlined below (check which applies) 

& Comprehensive coverage including $50 
deductible collision. 

& Fire, theft, and additional coverage in- 
cluding or excluding $__.- _ deductible 
collision. 

Insurance settlement shall be based “pon 
actual value of property at times of loss, not 
to exceed limits of liability set forth in the 
policy, and shall be pay able to buyer, seller 
or seller’s assignee, as interests may appear 

B. Charge for Group Creditor Insurance__-- - -- ‘ 
5. Other costs (filing and satisfying liens, registration, lie 
OER Sree ke ne Ieee Fens 
pete: Se gd a oars sa Soa oa 
Principal amount financed (add items 3, 4A and B and 5) - 
Pinenoe cnermge.. .....<.<...-.-.-.---- ee EPS, 
Time balance (add items 6 and 7)_-_------ a Aaeeu 
Total time price (add items 2 and 8) 5a 
The time balance is payable at the seller’s office designated 
below or at such office of any assignee as may be hereafter 
designated in 30 installments of - _ - - --- Se . 


OOS 


Note.—Numbers in right hand margin refer to line numbers on exhibit A 


$3, O70. 35 


i; 


l, 


228. 14 


, 842. 21 


92. 0O 


18. 04 
None 


952. 25 
285. 52 


2, 20%. U7 


2 
3, 


465. 91 


74. 59 


( 9) 


10) 


(11) 


(12) 


(14) 
(15) 


(16) 
(19) 
(20) 
( 8) 





ADMINISTERED PRICES 


“XHIBIT C TO CHAPTER III 


GENERAL MOTORS ACCEPTANCE CORP. 
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The true interest rate per annum may be obtained by multiplying the flat rate 
per annum by the contract term (in years) and then multiplying the resulting 


figure by the decimals shown below: 








Term in months: Decimal | Term in months: Decimal 
Dic aieichteinenbialite cad aienbisiiee 12.0 ee Ba ac en crn ieraects 1.2 
Bo ncn delibnonnnallelts 8.0 a sb in cans inicsipnairsve aio 1. 142857 
Beiinieunnunta enemas 6. 0 De sich a sicher iaecmeia 1. 090909 
call i cs string te menace 4.8 MR ii ccm ame 1. 043478 
hs Ae tek wes 4.0 Be e..sk tie eS Re 1.0 
LS ae ae ee 3. 428571 ee eich ce i iain sedge es . 96 
Dic tetd ones eee nee ener 3.0 SRE See ower. a8 oe . 923076 
Ts mscucaeds thes Sas aeielitereliaieioses oe 2. 666666 Oc a iain ae iign dS . 888888 
sie el csue tn aicocel ah tcieaiapastc an 2.4 Oa ae cea cient . 857142 
Oi ils inns te ioc sp Mic aren 2. 181818 BS Shin sie ca tanoeaieistaaeataaitasde ws . 827586 
I cs aise an wei a cation dd lisence 2.0 DE sare cater — 
Ts ai cccpaghces in aapag eae elinsaia te 1. 846153 | DEERE levy kern eon netics . T74193 
ics tyicc as nascent eck 1. 714286 SS a 5 
a al 1.6 DO cies pte anatase ay oS aie . T27272 
ee 1.5 Bs clndehe mm atin eo ptig tse . T05882 
Ds sine seeininape sai eels oe 1. 411764 RS ee . 685714 
ir ede lis wala aeeeetii 1. 333333 sc ace eee gn ee ee . 666666 
Wh de wise we kn aeiieed 1. 2638158 ck a ets scias aah asc ane eemethds cae . 648648 
SXHIBIT D TO CHAPTER V 
GENERAL MoTORS ACCEPTANCE Corp. 
New cars financed at retail, United States 
Average reported 
Average downpayment 
reported a er Average Average 
Year cash selling length monthly 
| price Percent of of term ! payment 
Amount cash selling 
price 
Percent Months 
1936. . . $835 $359 43.0 16.7 $34 
TD «due ssads J inss jie bee ete 894 403 45.0 17.5 34 
1938... . see Ubiduds< .Gdinccaw 958 443 46. 2 17.3 36 
1939_. . saa ectinamane 958 436 45.5 18. 1 35 
Ss = kiieitnion skp Mera MAIS inch atechaeio bl ; QS4 442 44.9 18.8 36 
Ce i il hin dsl alec ale i 2, 084 1, 028 49.3 16. 6 78 
1949 2__ id 2, 182 1, 046 48.0 19.0 75 
1950 2___. jestves sees 2, 157 1, 024 7.5 19. 6 | 72 
1951 2. So ree 2, 305 1, 134 49.2 15.6 87 
1952 ?__- cel td eccoee ate : 2, 589 1, 220 47.1 | 20.7 81 
00..... ‘ ‘ .— 2, 639 1, 209 45.8 22. 6 78 
Rs istimn's bonnmmnelentis r 2, 758 1, 200 43.5 24.7 78 
1065. .... ; . aaa et eens 2,974 1, 205 40.5 27.7 80 
1956... - . : Dee dais 3, 164 1, 269 40.1 | 29.3 R2 
1957... » . 5 en i 3, 372 1, 336 39. 6 30. 6 85 


Based on dollar amounts financed. 


? Regulation W, which established maximum maturities, minimum downpayments, etc., 


during the periods Sept. 20, 1948, to June 30, 1949, and Sept. 18, 1950, to May 7, 1952 


was in effect 
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EXHisBiIt E To CHAPTER V 
GENERAL MOTORS ACCEPTANCE CORP. 


Average monthly payments on new cars financed at retail related to disposable 
income, United States 


| Average monthly payments 
to GMAC on new cars 
financed at retail, United 





Monthly | Numberof | Monthly States 
Year disposable | households | disposable s 
income | (millions) | income per 

(billions) household | Percent of 

Amount disposable 

income per 

household 
icine $5. 5 32.9 $168 $34 20.3 
DD Do Seale cones dei enaee Rear s 5.9 33. 4 177 34 19, 2 
EE Alt nnici@ mnteimuniimantemeoniae a 5.5 33. 9 162 36 22.3 
ak: iivincinae wee 5.9 34.4 171 35 20. 5 
SE Sie tandids Stueos werde wel | 6.3 | 34.9 182 36 19.8 
a 5 a ee 15.6 40. 5 | 386 78 20. 2 
1949 1_ 15.7 42.2 | 372 | 75 20. 2 
1950 1. 17,2 | 43.6 394 72 18.3 
1951 ! 18.8 44.7 422 87 20.6 
1952 1. 19. 7 | 45. 5 434 81 18.7 
1953 _ . 20.9 | 46.3 451 | 78 17.3 
1954. __. 21.2 46.9 453 78 ae 
 eecen 22.5 47.8 471 | 80 17.0 
1956 - 24.0 48.8 492 82 16.6 
1957 25. 0 49.5 505 85 16.8 


! Regulation W, which established maximum maturities, minimum downpayments, etc., was in effect 
during the periods Sept. 20, 1948, to June 30, 1949, and Sept. 18, 1950, to May 7, 1952. 


NotTE.—Disposable income and number of households are Department of Commerce data 
EXHIBIT F TO CHAPTER V 
GENERAL MOTORS ACCEPTANCE CORP. 


Retail new-car balloon payment contracts purchased, United States 


Number of balloon payment As percent of total retail new-car 
contracts purchased contracts purchased 
Year 
Contracts | Contracts Contracts | Contracts 
maturing | maturing Total maturing | maturing Total 
12 months after 12 months after 
or earlier | 12 months or earlier | 12 months 
Percent Percent Percent 
1936 6, 992 7, 788 14, 780 1.0 1.1 2.1 
1937. 3, 033 2, 791 5, 824 5 5 1.0 
1938 1, 516 1, 306 2, 822 5 4 9 
1939. 3, 508 5, 809 9, 317 Ss 1.4 2.2 
1940... 5, 772 14, 048 19, 820 1.1 2.6 3.7 
1948 __. 
1949__. 
1950_.. > 
1951... | 
1952__- 
1953--- 4, 787 8, 665 13, 452 6 1.2 1.8 
1954__- 2, 489 4, 165 6, 654 3 .6 9 
1955_. 6, 317 15, 846 22, 163 6 1.4 2.0 
1956 _. 2, 516 3, 548 6, 064 3 4 7 
1957... 1, 506 2,152 3, 748 2 2 4 
| Data not available. 
Note.—Data are not readily available without exhaustive research to te the extent by which the 
final monthly payment exceeds the other monthly payments. The abx not include retail 


new-car contracts purchased under farmer plan, teacher plan, and retail salesman plan 
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Volume 

Retail 

For the Year United States 
Canada 

Other countries 


lotal Reta 


United States 
Canada 
Other countries 


Jotal Who 


e sale 
TOTAL VOLUME 
Average Receivabies* 


Net income 


Receivabies 
Retail 
United States 
Canada 


Other 


At December 31 


countries 
lotal Retail 
Wholesale 
United States 
Canada 
Other countries 
Total Wholesale 


TOTAL RECEIVABLES 


Number of Accounts Outstanding 


Capital Funds and Debt 
Capital Stock and Surplus 
Subordinated Notes 


Debt (excluding Subordinated 
Notes 
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GMAC Highlights A COMPARISON OF 1957 WITH 


1967 


$3.446,1 15,000 
286,182,000 
97.662.000 


3.829.959 000 


§.382.812.000 


420,431,000 
175.192.000 
§.978,435,000 


$9.808,394.000 








$4.193.248.000 


$ 46,037,000 


$3,290.897,000 
233.751.000 


RL 


068 ,0OO 


3,613,716,000 


765,594,000 
71.105.000 
11,298,000 

.997,000 


$4.461.713.000 


3,993,000 


$ 273,832,000 


375,000,000 


3,364,369,000 





1956 


1966 


$3.345 656.000 
251,505,000 
87,941,000 


3.685.102.000 


4.912.829.0000 
408 .034.000 


6.307.000 


§ 44 170.000 
$Y _ 132.977. 000 


$3.93§.052.000 


S 45.705.000 


$3.154.875.000 
58 §33.000 


78,273,000 


3,438.68 1.000 


aD 

x 
A 

x 


000 
1.000 
9 000 
673.848 OOO 


$4.112.529.000 


a 


00 


. 249 15 000 


37§.000.000 


302 75 000 


9.6 


327 
of 
7.4 
6.6 


(10.0) 
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The President’s Letter 


The year 1957 was an active period and a successful year for GMAC. Retail 
receivables purchased by GMAC, expressed in dollar volume, exceeded the 
previous year by nearly 4%. Wholesale dollar volume, which results from the 
financing of dealer inventories, was also higher than in 1956. Dollar volume was 
influenced, of course, by the higher selling prices of most products that were 
financed. 

Following a slight drop at the start of 1957, GMAC retail receivables out- 
standing resumed their rise and at the end of 1957 were 5% higher than a year 
earlier. The national trend of automobile instalment credit outstanding which is 
shown in Chart | had a similar upward movement. 


CHART 1! 


Auto Instalment Credit Outstanding Billions of Dollars 


Source: Federal Reserve Board 


End of Quarter 1952 1953 1954 1955 1956 





GMAC wholesale receivables outstanding, which fluctuate with dealer 
stocks, reached new peaks during the year and at the end of 1957 were 26% 
higher than at the end of 1956. Even though production in the motor industry 
is geared closely to retail deliveries, dealer stocks can be expected to run higher 
than the average seen in recent years due largely to the greater variety of models 
and optional equipment. 

Combined retail and wholesale receivables in 1957 averaged in excess of 
four billion dollars for the first time in the corporation’s history and exceeded 
the 1956 average by about 612 %. At the end of the year total receivables were 
8% % higher than at the end of the previous year. 

Net income of GMAC for 1957, including that of its subsidiaries, likewise 
was at a new high, though only slightly in excess of 1956. Due to the increase 
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in the cost of money during the year, earnings from financing activities were 
slightly lower than in 1956. This decrease was more than offset, however, by 
higher earnings of the GMAC insurance subsidiary, Motors Insurance Corpora- 
tion. The underwriting results of this subsidiary were more unsatisfactory than 
in 1956 as was generally true among companies offering automobile physical 
damage insurance. The improvement in its earnings in 1957 was due largely to 
the higher market value of the bonds in its portfolio as well as to increased in- 
vestment income. 

It is not practical, for many reasons, for a sales finance company to make 
frequent adjustments in the charges to its customers. Certainly this cannot be 
done as rapidly and as often as rate changes take place in the money market. 
Accordingly, in a year when interest rates rise rapidly, as illustrated in Chart 2, 
net income may be adversely influenced to some degree. During 1957 the in- 
crease in expense for interest and discount alone absorbed over $18 mil- 
lion of the $24 million gain in operating income. GMAC is fortunate, under 
the circumstances existing in 1956 and !957, in having consistently provided 
for a high percentage of its requirements on a long-term basis at reasonably 
favorable rates. 


CHART 2 


Interest Rates - United States 
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An increase in the GMAC charge for financing dealer stocks was put into 
effect in the fall applicable to the 1958 models. This charge has since been re- 
duced twice following the decline in the cost of short-term money. Certain 
upward adjustments were made toward the end of the year in the rates at which 
GMAC discounts retail contracts submitted by dealers. In the latter case, of 
course, the effect on gross income is somewhat delayed. 


GMAC collection, repossession and loss experience during 1957 as a whole 
continued to be good. Of more significance, however, is the story that these 
statistics told toward the close of the year when some national economic indices 
began to show deterioration. Both the extension and repayment of retail instal- 
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ment credit are closely tied to such factors as employment, overtime pay, suc- 
cess or failure of crops, and confidence in the future. As the year ended, the per- 
centage of accounts over 30 days delinquent was approximately the same as a 
year ago—Satisfactory, particularly in view of the hesitation in the economy. On 
the other hand, the rate of repossession, particularly on new cars, was rising 
somewhat. There were indications that the change in economic conditions was 
having an effect both on the attitude of prospective purchasers and on the 
ability of some owners to meet their commitments. Chart 3 shows that the 
monthly burden of repayment measured against disposable income per house- 
hold increased somewhat toward the close of the year. These commitments still 
appear to be well within the capacity of American families as a whole. Individ- 
ual difficulties are to be expected and now possibly in somewhat greater number. 
With any rise in the repossession rate, particularly if coupled with some deteri- 
oration in used car prices such as occurred toward the end of 1957, the ratio of 
loss to liquidations can be expected to increase, as it has. The extent of these 
developments to date is in no way alarming. 


CHART 3 


Monthly Payments to GMAC as % of Disposable Income per Household 


Average for All Households in U. S 25% 
Source: Department of Commerce 
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It is most encouraging that, on contracts acquired by GMAC in 1957, there 
was practically no change from 1956 in the average initial equity of the car 
buyer, whether measured as a percentage of the sales price, or as a ratio between 
the unpaid balance and a more stable guide such as the cost of the car to the 
dealer. The length of term on new car contracts, expressed as an average, has 
increased during the year from 29'2 months to 31 months. The maximum re- 
payment period of 36 months for new cars has been more broadly used during 
1957 and nearly 50% of the new car contracts currently being purchased by 
GMAC are on this basis (the rest for shorter periods ) as compared with slightly 
over 30% a year ago. This accounts for the increase in the average term. There 
appears to be general recognition that a 36-month term represents the prudent 
limit. A break-through of such limit would be, in the opinion of GMAC, 
a serious mistake. 
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In summarizing the terms situation it can be stated that dealers and pur- 
chasers have exercised good judgment and have succeeded in maintaining 
automobile instalment credit on a sound basis. The concern expressed by some 
a year or two ago was not justified. It is to be hoped that this record will be 
maintained, through continued recognition by all concerned of the fundamentals 
upon which successful instalment credit merchandising must be based. 


A subject of constant interest to the public, to the dealer and to those who 
provide the financing facilities is the manner in which the instalment credit 
business is conducted. This interest covers many phases. The charge paid by the 
purchaser is one of the most important. The reputation of all may suffer from 
the unconscionable practice of even a very few. 

In recent years, the legislatures of a number of states have enacted laws regu- 
lating instalment financing. A feature of most of these laws is the establish- 
ment of maximum finance charges. These ceilings vary among states. In some 
instances they seem unduly high or, at least, not sufficiently low to eliminate 
unfavorable comment, even though approved by the duly elected representa- 
tives of the people. GMAC urges all concerned with such legislation to adopt 
a realistic approach and to sponsor provisions which will result in fair treatment 
for all and a favorable atmosphere for this type of activity. 


The study of consumer instalment credit, initiated in 1956 at the request of 
the President through his Council of Economic Advisers, was concluded in 
early 1957 by the Federal Reserve Board. A prime purpose of the study was to 
weigh the desirability of legislated stand-by authority to impose consumer credit 
controls. The GMAC position and its reservations with respect to stand-by au- 
thority were outlined in the 1956 Annual Report. The Federal Reserve Board, 
in reporting its findings, expressed the belief that a special peacetime authority 
to regulate consumer instalment credit was not then advisable. It further stated 
its feeling that the public interest would be better served through the use of 
general monetary measures and the application of sound public and private 
fiscal policies. Subsequently, the President was reported to have agreed with 
the conclusions and to have stated he would not ask Congress to enact legisla- 
tion. GMAC is in accord with the conclusion reached and believes that the 
record since 1955 proves that those directly concerned—the purchasers, the 
dealers and the financing institutions —have recognized and can discharge their 
responsibilities to the economy. 


The satisfactory operating results for the year 1957 set forth in this 39th 
Annual Report could not have been achieved without the initiative, hard work 
and loyalty of the individuals who make up GMAC and its subsidiaries, nor 
without the continued support of friends everywhere. The important contribu- 
tion each has made is deeply appreciated. 

It is confidently asserted that GMAC will continue its support to the economy 
through effective service to all of its customers and through adherence to 
established principles of instalment credit financing. 


Rr ®. lata eenas. 


February 11, 1958 PRESIDENT 
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Operating Review 


Volume and Receivables 


The volume of retail receivables purchased during 1957 totaled $3,830 million, 
while retail receivables liquidated totaled $3,655 million. Purchases in 1957 
were nearly 4% higher than purchases of $3,685 million in 1956, while liquida- 
tions were 6% above 1956 liquidations of $3,443 million. Retail receivables 
outstanding at December 31, 1957, before deducting unearned income and 
loss reserves, amounted to $3,614 million, an increase of $175 million over 
the $3,439 million of retail receivables outstanding at the close of 1956. 

At the end of 1957 there were 3,712,000 retail accounts outstanding com- 
pared with 3,859,000 at the end of 1956. Of the December 31, 1957 total, 
1,794,000 represented new cars, 1,374,000 represented used cars and 544,000 
resulted from the financing of Frigidaire and other products. The number of 
new car accounts showed little change in 1957, while other types decreased. The 
average retail receivable outstanding was $974 at the end of 1957 compared 
with $891 a year earlier. 


GMAC Receivables Outstanding engin 


5 


Before Deducting Unearned Income and Loss Reserves 


Total Receivables 


Wholesale 


Retail 


End of Quarter 1952 1954 1955 1956 





The volume of wholesale receivables purchased amounted to $5,978 million 
during 1957, compared with $5,447 million in 1956. Wholesale receivables 
outstanding, which arise primarily from the financing of dealers’ new car inven- 
tories, totaled $848 million at the close of 1957, compared with $674 million 
outstanding at the end of 1956. 

Total receivables at December 31, 1957 were $4,462 million before deduct- 
ing unearned income of $247 million and loss reserves of $47 million. At the 
end of 1956, total receivables were $4,113 million before corresponding deduc- 
tions of $222 million and $41 million. 
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Earnings and Dividends 


Consolidated net income, after all charges and provisions for taxes, was 
$46,037,136 for the year 1957 compared with $45,705,188 in 1956. These 
totals include net earnings of Motors Insurance Corporation, a wholly-owned 
non-consolidated subsidiary, which increased to $2,841,367 in 1957 from 
$1,894,729 in 1956. 

The cost of borrowings increased substantially in 1957, resulting in net 
income that was a lower percentage of gross income than in 1956. Operat- 
ing expenses and provision for losses on notes and bills receivable accounted for 
approximately the same proportion of gross income as a year ago. 


Record of GMAC Earnings seus an ae 


Gross Income —— 


Operating & 
General Expense 


Interest & Discount 


Income Taxes 
Net Income 


Year 1952 1953 1954 1955 1956 1957 


Net losses charged to income during 1957 totaled $3,498,266 compared 
with $3,287,504 in 1956. Net losses charged to special reserves were $3,221,627 
compared with $2,903,666 in the previous year. Retail automotive losses, 
which account for practically all losses incurred, represented 21/100 of 1% of 
retail amounts liquidated in the United States in 1957, practically the same per- 
centage as in 1956. Losses on wholesale receivables were negligible. 

Cash dividends paid by GMAC in 1957 amounted to $20,000,000 on the 
common stock and $2,000,000 on the 4% cumulative preferred stock. Earn- 
ings reinvested in the business in 1957 were $24,037,136. Total capital and 
surplus at the end of the year amounted to $273,831 ,963. 


Borrowings and Monetary Conditions 


New long-term debt of $175,000,000 in the United States in 1957 consisted of 
a $75,000,000 issue of 458 % debentures due May 15, 1962 sold to national 
banks and a $100,000,000 issue of 5% debentures due August 15, 1977 sold 
to the public. Of the latter issue $1,000,000 was not delivered until January 
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1958. In Canada, a $15,000,000 issue of 64% % debentures due November 15, 
1977 was sold to the public by General Motors Acceptance Corporation of 
Canada, Limited, a wholly-owned Canadian subsidiary. In the early part of 
1957 this subsidiary delivered the balance of $2,125,000 of the $15,500,000 
issue of 544% debentures maturing December |, 1976 which were placed 
privately through agents in the latter part of 1956. 

The increase in total debt during 1957 in the United States and Canada also 
reflects additional borrowings through short-term notes placed in the open mar- 
ket. The increase in overseas borrowings is due in large part to additional 
Australian loans. 

Negotiations have been conducted for the sale to the public in February 
1958 of $150 million of twenty-one year debentures through a large underwrit- 
ing group. 















GMAC Debt Outstanding Billions of Dollars 
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Excluding Subordinated Indebtedness 
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Short-Term | Open 
Market 


Medium & Long-Term 
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The Corporation’s total debt of $3,739 million at the year-end included 
$375 million of subordinated indebtedness. The balance of $3,364 million con- 
sisted of $1,865 million medium and long-term obligations and $1,499 million 
due within one year. Debt due within one year was represented by $941 million 
of open market paper, $332 million of bank loans and $226 million of other 
obligations maturing in 1958. The latter category includes $150 million of 
4% debentures due July 1, 1958. Credit lines totaled $825 million with approx- 
imately 650 banks throughout the world. 

Rates paid by GMAC on short-term open market borrowings, which repre- 
sent an important segment of the Corporation’s total borrowings, changed a 
number of times during 1957 in line with changes in other short-term rates, such 
as those for U. S. Treasury bills. In the United States, the GMAC rate for its 
90 to 179 day paper in January 1957 was 3% %, rose to a high of 3% % and 
was down to 312% at the year-end. In Canada, rates paid for a comparable 
maturity were 51% % at the beginning of the year, having risen sharply in 1956, 
but declined to 42 % by the year-end. Since January 1, 1958, short-term open 


22805 O—58—pt. 7-60 
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market rates, particularly in the United States, have continued to decline. 

The prime rate on bank borrowings in the United States was increased from 
4% to 4% % in August 1957 but returned to 4% in January 1958. The com- 
parable rate in Canada showed a similar movement in 1957, going from 52% 
to 5% % in August and returning to 52 % in December. 


Canadian and Overseas Operations 


The volume of retail receivables purchased in 1957 includes $286 million 
acquired by General Motors Acceptance Corporation of Canada, Limited. This 
compares with $252 million in 1956. Retail receivables of the Canadian corpor- 
ation at December 31, 1957 amounted to $234 million as compared with 
$206 million a year earlier. Canadian operations accounted for about 7% of 
total retail volume in 1957, the same proportion as in 1956. Total retail and 
wholesale receivables outstanding in Canada at the end of 1957 amounted to 
$305 million as compared with $285 million at the close of 1956. The total debt 
at December 31, 1957 of General Motors Acceptance Corporation of Canada, 
Limited was $253 million, consisting of $112 million medium and long-term 
borrowings and $141 million short-term notes, bank loans and other obliga- 
tions maturing in 1958. 

GMAC retail volume for the year 1957 includes $98 million acquired 
outside the United States and Canada, representing about 3% of total retail 
volume. This volume compares with $88 million in 1956. Retail receivables in 
this category at the end of 1957 were $89 million, total receivables $100 million 
and total debt $74 million. 


At the end of 1957 the Corporation had 318 branches and 10,244 employes 
throughout its world-wide operations. 


The financial statements of General Motors Acceptance Corporation 
and consolidated subsidiaries for the year ended December 31, 1957, 
including the consolidated balance sheet, related statements of income 
and surplus, and other pertinent data, are shown on the following pages. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


and Consolidated Subsidiaries 


Statement of Consolidated Income 


Operating Income: 
United States 
Canada . 
Other countries 
TOTAL 
Other Income: 
Earnings of Motors Insurance Corporation . 


(no dividend received in 1957 or 1956) 
Other 


Gross income . 


Less: 
Operating expenses . . . . 


Provision for losses on notes and bills receivable . 
Interest and discount . 


Provision for United States and foreign income taxes . 


TOTAL DEDUCTIONS 


Net Income for the year 


Statement of Consolidated Surplus 


Earned Surpius at beginning of the year 
Net Income for the year . 


TOTAL 


Less Cash Dividends: 
Preferred stock . 
Common stock . 


TOTAL 


Earned Surpius at end of the year 


For the Years 


1967 


$303,595,945 
26,213,376 
11,247,321 


341,056,642 


2,841,367 


1,039,826 
344,937,835 


98,353,683 
9,157,754 
137,731,677 
53,657,585 


298,900,699 
$ 46,037,136 


$285,299,344 
21,663,230 
10,181,605 


317,144,179 


1,894,729 


882,087 
319,920,995 


91,868,970 
8,640,599 
119,333,133 
54,373,105 


274,215,807 
$ 45,705,188 


——=— 


For the Years 


1967 


$ 99,794,827 
46,037,136 


145,831,963 


2,000,000 
20,000,000 


22,000,000 
$123,831,963 


$ 81,089,639 
45,705,188 


126,794,827 


2,000,000 
25,000,000 


27,000,000 
$ 99,794,827 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


and Consolidated Subsidiaries 





Consolidate balat 


December 31 


Assets 
1967 
Current Assets: 
Cash: 
United States ; $ 161,605,723 
Canada . . ; ‘ 285,223 
Other countri« 110,855 
TOTAL CASH 162,001,801 


Notes and bills receivable (including instalments of 
$1,326,892,602 at December 31, 1957 
and $1,186,131,343 at December 31, 1956 
maturing after one year ) : 


United States ‘ 4,056,490,643 
Canada . act achy. Be 304,855,831 
Other countries Pees IGA WOR: . ; 100,366,041 
TOTAL NOTES AND BILLS RECEIVABLE 4,461,712,515 

Less: 
Unearned income 247.127.096 
Reserves for losses on notes and bills receivable 46,493,054 
TOTAL DEDUCTIONS i rt 293.620.1150 
NOTES AND BILLS RECEIVABLE, LESS DEDUCTIONS 4.168,092.365 
Accounts receivable ales : 10,194,673 
Tota! Current Assets 4.340,288,839 


Other Assets: 


Investment in Motors Insurance Corporation (wholly-owned non- 
consolidated subsidiary carried at net worth as shown by its 


books ) hi 19,783,071 
Unamortized debt discount and expense 27,196,342 
Company automobiles and office equipment, less depreciation 5,342,881 
Commercial products leased to others, less depreciation 4,748,085 
Miscellaneous 515,364 

TOTAL OTHER ASSETS 57,585,743 
Total Assets $4,397,874,582 








See the Notes to Financial Statements 


$ 123,505,534 
332,390 
116,408 

123,954,332 


3,740,212,996 
284,514,061 
87,801,842 
4,112,528,899 


221,824,394 
40,658,156 
262,482,550 
3,850.046.349 
8,159,065 
3,982,159,746 


6,941,704 
3,412,912 
4,810,466 
5,231,354 

501,664 

~ 50,898,100 
$4,033,057,846 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


and Consolidated Subsidiaries 


daty| Balance Sheet 


| Liabilities, Reserves, and Capital 


Current Liabilities: 

Notes, loans, and debentures payable within one year: 
United States 
Canada 
Other countries 

TOTAL NOTES, LOANS, AND DEBENTURES 
PAYABLE WITHIN ONE YEAR . 
Accounts payable: 


General Motors Corporation and affiliated companies . 


Dealers 
Other . 


TOTAL ACCOUNTS PAYABLE . 
Accrued liabilities: 


United States income and other taxes . 
Interest 


TOTAL ACCRUED LIABILITIES 
Total Current Liabilities 
Reserves: 
Employes benefit plans 
Other 
TOTAL RESERVES . 
Notes, Loans, and Debentures Payabie: 
United States 
Canada 
Other countries . 


TOTAL NOTES, LOANS, AND DEBENTURES PAYABLE . 


Subordinated indebtedness 


Capital Stock and Surpius: 


outstanding, 500,000 shares ) 


Common stock, $100 par value (authorized and outstanding, 


1,000,000 shares) . 
Earned surplus 


) TOTAL CAPITAL STOCK AND SURPLUS . 
| Total Liabilities, Reserves, and Capital 





Preferred stock, $100 par value, 4% cumulative (authorized and 


December 31 


1967 


. $1,308,119,000 


$1,001,782,000 











1,729,000,000 
111,500,000 


141,473,951 131,739,943 
. 49,207,101 48,604,332 
. 1,498,800,052 | _1,182,126,275 
184,808,739 | 173,852,122 
114,087,078 | 113,259,123 
7,055,824 6,668,574 
305,951,641 | 293,779,819 
49,806,837 52,195,071 
. 26,375,319 22,765,914 
76,182,156 | ___ 74,960,985 
. _1,880,933,849 | _1,550,867,079 
1,346,665 1,346,263 
1,193,071 1,100,677 
2,539,736 | 2,446,940 





1,750,000,000 
90,375,000 








25,069,034 14,574,000 
1,865,569,034 | —1,854,949,000 
__ 375,000,000 375,000,000 
50,000,000 50,000,000 
100,000,000 100,000,000 
123,831,963 | __ 99,794,827 
__ 273,831,963 249,794,827 

. $4,397,874,582 | $4,033,057,846 


See following pages for detail of Notes, Loans, and Debentures Payable and of Subordinated Indebtedness. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 


ADMINISTERED PRICES 


Notes, Loans, and Debentures Payable 


DUE WITHIN ONE YEAR: 
Short-term notes placed in open market: 
United States om 
Canada , 
Other countries . i ee 
Loans and overdrafts with banks: 
United States 
Canada ; 
Other countries . Pn te Sally 6 Ra See a 
Other notes, loans, and debentures maturing within one year . 
TOTAL DUE WITHIN ONE YEAR . 


DUE SUBSEQUENT TO ONE YEAR: 
United States: 

Notes with original maturities of less than five years . 
4 9% debentures, due July 1,1958 . 
2% % debentures, due June 15, 1959 . 
3 9% debentures, due April 1, 1960 . 
3 % debentures, due July 1, 1960 ; 
3% % debentures, due September 15, 1961 
4% % debentures, due May 15, 1962 . 
2.9 % notes, due March 1, 1963 
3 9% notes, due March 1, 1963. 
2% % debentures, due July 15, 1964 . 
3  % debentures, due July 15, 1969 . 
342% debentures, due March 15,1972 . . 
4 % notes, payable June 1, 1970 to 1973 . 
3% % notes,due October1,1974 . . . 
3%%% debentures, due September 1, 1975 
3% % notes, payable August 1, 1975 to 1976 . 
5 % debentures, due August 15,1977 . 
4 9% notes, due September 1, 1978 . 5 
34% % notes, payable April 1, 1977 to 1980 . 


TOTAL UNITED STATES 
Canada: 
Notes with original maturities of less than five years . 


3% % notes, due May 1, 1961 

4 9% debentures, due June 1, 1964 . 
3% % notes, due May 1, 1966 . ‘ 
4% % debentures, due January 15, 1968 . 
4% % debentures, due December 15, 1969 . 
5% % debentures, due December 1, 1976 
6%% debentures, due November 15, 1977 


TOTAL CANADA 
Other countries . 


December 31 














1967 1e66 
. $ 822,664,000 | $ 676,197,000 
102,035,000 65,935,000 
16,060,880 13,420,960 
280,455,000 270,585,000 
22,058,951 65,804,943 
29,948,214 28,186,798 
225,578,007 61,996,574 
. 1,498,800,052 | 1,182,126,275 
~ 45,000,000 
- 150,000,000 
100,000,000 100,000,000 
50,000,000 50,000,000 
30,000,000 30,000,000 
150,000,000 150,000,000 
75,000,000 ~ 
25,000,000 25,000,000 
100,000,000 100,000,000 
75,000,000 75,000,000 
75,000,000 75,000,000 
200,000,000 200,000,000 
200,000,000 200,000,000 
50,000,000 50,000,000 
200,000,000 200,000,000 
150,000,000 150,000,000 
99,000,000 _ 
50,000,000 50,000,000 
100,000,000 100,000,000 
1,729,000,000 | —1,750,000,000 
4,000,000 _ 
6,000,000 6,000,000 
15,000,000 15,000,000 
6,000,000 6,000,000 
25,000,000 25,000,000 
25,000,000 25,000,000 
15,500,000 13,375,000 
15,000,000 - 
111,500,000 90,375,000 
25,069,034 14,574,000 
1,865,569,034 | 1,854,949,000 


TOTAL DUE SUBSEQUENT TO ONE YEAR . 
TOTAL NOTES, LOANS, AND DEBENTURES PAYABLE 





. $3,364,369,086 


se 


§3,037,075,275 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


and Consolidated Subsidiaries 


Subordinated Indebtedness 


United States 


3% 
342% 
4 &% 
352 % 
4 %&% 
3% % 
4 & 
4% % 


TOTAL SUBORDINATED INDEBTEDNESS 


subordinated notes, due November |, 1959 
subordinated notes, due June 15, 1975 . 
subordinated note, due June 15, 1975 


junior subordinated notes, due April 1, 1967 . 
junior subordinated note, due April 1, 1967 
junior subordinated notes, due April 1, 1973 . 


junior subordinated notes, due April 1, 1973 . 


junior subordinated note, due April 1, 1973 


December 31 





$375,000,000 


Notes to Financial Statements 


PLEDGED ASSETS—Assets (principally notes and bills receivable) of 
$7,204,577 in countries other than the United States and Canada were 
pledged as collateral against payables of $5,987,745 at December 31, 1957. 


FOREIGN OPERATIONS — Total assets outside the United States and Canada 
amounted to $92,362,037 at December 31, 1957, of which $11,585,124 
was represented by dollar receivables. The related net assets on that date 
were $10,923,528 after deducting foreign borrowings of $74,276,135, other 
foreign liabilities, and reserves. Earnings from these operations were about 
4.1% of consolidated net income for the year ended December 31, 1957. 


Foreign currency assets, liabilities, and reserves are converted into United 
States dollar equivalents at prevailing exchange rates. Unrealized profits 
arising from conversion of foreign currency accounts are credited to reserves; 
losses arising therefrom are charged against net income to the extent that 
they exceed available reserves. 


1967 1966 
$125,000,000 $125,000,000 
20,000,000 20,000,000 
25,000,000 25,000,000 
15,000,000 15,000,000 
35,000,000 35,000,000 
30,000,000 30,000,000 
100,000,000 100,000,000 
25,000,000 25,000,000 
$375,000,000 
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NEW YORK 4 


February 11, 1958 


General Motors Acceptance Corporation 


We have examined the Consolidated Balance Sheet of General Motors Accept- 
ance Corporation and consolidated subsidiaries as of December 31, 1957 and 
1956, and the related Statements of Consolidated Income and Surplus for the 
years then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the ac- 
counting records and such other auditing procedures as we considered neces- 
sary in the circumstances 


In our opinion, the accompanying Consolidated Balance Sheet and related 
Statements of Consolidated Income and Surplus present fairly the financial 
position of the companies at December 31, 1957 and 1956 and the results of 
their operations for the years then ended, in conformity with generally accepted 
accounting principles consistently applied 


Naesfir + 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


and Consolidated Subsidiaries 


Record of Earnings 


GMAC Excluding Earnings of Motors Insurance Corporation 


Net Income 








Gross Operating and Interest and U.S. and Foreign for the 
For the Year Income General! Expense Discount Income Taxes Net Income Yeart 
1952 . $125,625,715 $ 49,517,109 $ 33,013,889 $24,578,653 $18,516,064 $21,062,683 
1953 185,192,820 64,169,274 57,755,751 36,864,450 26,403,345 28,626,359 
1954 210,211,573 74,049,411 69,694,572 37,654,443 28,813,147 33,833,771 
1955 259,057,492 90,762,951 86,526,084 49,366,834 32,401,623 35,276,581 
1956 . 318,026,266 100,509,569 119,333,133 $4,373,105 43,810,459 45,705,188 
1957 342,096,468 107,511,437 137,731,677 53,657,585 43,195,769 46,037,136 


tIncluding earnings of Motors Insurance Corporation (wholly-owned non-consolidated subsidiary) 


Statement of Earned Surplus 








Dividends 
Cash 
Earned Surplus Net Income Preferred Common Earned Surplus 
January | for the Year Stock Stock Stock December 31 
1952 $ 66,540,245 $21,062,683 §$ - $10,000,000 $ $ 77,602,928 
1953 77,602,928 28,626,359 15,000,000 91,229,287 
1954 91,229,287 33,833,771 - 20,000,000 105,063,058 
1955 105,063,058 35,276,581 500,000 20,000,000 38,750,000 81,089,639 
1956 81,089,639 45,705,188 2,000,000 25,000,000 99,794,827 
1957 99,794,827 46,037,136 2,000,000 20,000,000 123,831,963 


Notes and Bills Receivable 


Notes and Bills Receivable before Deductions Notes & Bills 


al ms soins ealieieieaeesiessuecameaiatit Unearr n for Receivable less 
At December 31 Retail Wholesale Total Income Le Deductions 
1952 $1,470,045,639 $252,162,475 $1,722,208,114 $ 83,529,798 $15,961,435 $1,622,716,881 
1953 2,097 ,087,435 371,231,202 2,468,318,637 115,714,372 21,328,427 2,331,275,838 
1954 2,230,932,714 444,102,644 2,675,035,358 128,906,665 24,246,906 2,521,881,787 
1955 3,196,957,586 657,088,717 3,854,046,303 205,460,431 35,309,192 3,613.276,680 
1956 3,438,680,805 673,848,094 4,112,528,899 221,824,394 40,658,156 3,850,046,349 
1957 3,613,715,531 847,996,984 4,461,712,515 247,127,096 46,493,054 4,168,092,365 
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THE GENERAL BUSINESS of the Corporation and its consolidated subsidiaries is to 
finance the distribution of new products manufactured by General Motors to dealers for resale, 
and to finance such dealers’ retail instalment sales of new products as well as used units of 
any make. Such new products include Buick, Cadillac, Chevrolet, Oldsmobile, and Pontiac 
cars and Chevrolet trucks; parts, accessories and service equipment; Frigidaire electrical re- 
frigerator units, other household appliances and air conditioning equipment; Delco automatic 
heating equipment; Vauxhall passenger cars and Bedford trucks manufactured in England; 
Opel passenger cars and trucks manufactured in Germany; and Holden passenger cars and 
utility vehicles manufactured in Australia. 


WHOLESALE PLAN 


Wholesale financing plans provide a service to General Motors dealers whereby products 
may be stocked under trust receipts or other security documents. The dealer releases the 
products from the trust receipt, for purposes of selling them at retail, by payment of the 
obligation secured under the trust receipt. 


RETAIL PLAN 


The retail financing business of GMAC is conducted only with dealers who sell General 
Motors products, and consists primarily of financing such dealers’ retail instalment sales of 
new General Motors products or used products of any make. This business is conducted under 
the trade-name of the “GMAC Retail Plan.”” GMAC purchases such instalment payment ob- 
ligations as are acceptable to it, and thereafter collects and otherwise handles such obligations. 
GMAC discounts the face amount of the instalment payment obligations at established 
rates. The dealer assumes responsibility for payment of the obligation of the retail buyer in 
case of default under the retail instalment contract, except as the dealer is relieved from such 
responsibility in certain specified contingencies. 


The Corporation was incorporated under the laws of the State of New York, January 24, 
1919. The entire Capital Stock is owned by General Motors Corporation. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


Executive Organization 


Charles G. Stradella 


James A. Callan, Executive Vice President 


U.S. Branch Operations 

Gavin Brackenridge, Vice President 

Warren H. Wilson, Vice President, Eastern U.S. 
Deryl Hull, Vice President, Western U.S. 
Elmer E. Hutcheson, Vice President, Detroit 


Canadian Branch Operations 
Thomas F. Gentleman, Vice President 


Overseas Branch Operations 
Albert P Slocum, Vice President 


Staff Administration 
Roy M. Howard, Vice President 


Thomas W. Towell, Executive Vice President 


Plans 


Elmer C. Sanders, Vice President 


Sales 
William G. Schick, Vice President 


John O. Zimmerman, Executive Vice President 


Financial Operations 
Allen S. Brush, Treasurer 
Paul C. Van Valkenburgh, Comptroller 


Financial Sales (Open Market) 
John H. Norweb, Vice President 


U.S. Bank Relations 
John B. Wright, Vice President 


Overseas and Canadian Bank Relations 
John M. Pomeroy, Vice President 


Public Relations 


Willcox B. Adsit, Vice President 
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Offices of General Motors Acceptance Corporation 


December 31, 1957 


UNITED STATES 


Abilene, Texas 
Akron, Ohio 
Albany, Ga 
Albany, N. Y. 
Albuquerque, N. M 
Alexandria, La 
Allentown, Pa. 
Alton, Ill. 
Altoona, Pa. 
Amarillo, Texas 
Asbury Park, N. J 
Asheville, N. C 
Athens, Ga 
Atlanta, Ga 
Atlantic City, N. J 
Augusta, Ga 
Austin, Texas 
Bakersfield, Cal 
Baltimore, Md 
Baton Rouge, La 
Battle Creek, Mich 
Bay City, Texas 
Beaumont, Texas 
Billings, Mont. 
Binghamton, N. Y. 
Birmingham, Ala 
Bluefield, W. Va 
Blytheville, Ark. 
Boise, Idaho 
Boston, Mass 
Bowling Green, Ky 
Bridgeport, Conn 
Brockton, Mass 
Brooklyn, N. Y. 
Bryan, Texas 
Buffalo, N. Y. 
Burlington, lowa 
Burlington, Vt 
Butler, Pa. 
Camden, N. J 
Canton, Ohio 
Carbondale, III 
Castle Shannon, Pa 
Cedar Rapids, Iowa 
Charleston, S. C 
Charleston, W. Va 


Charlotte, N. C. 
Chattanooga, Tenn. 
Cheyenne, Wyo. 
Chicago, Ill. 

Chicago (South Side), Ill. 
Cincinnati, Ohio 
Claremont, N. H 
Clarksburg, W. Va. 
Cleveland, Ohio 
Cleveland (E. Side), Ohio 
Cleveland (W. Side), Ohio 
Columbia, S. C 
Columbus, Ga 
Columbus, Ohio 

Corpus Christi, Texas 
Dallas, Texas 

Dallas (Oak Cliff), Texas 
Davenport, lowa 
Dayton, Ohio 

Decatur, Ala 

Decatur, Ill 

Denver, Colo 

Des Moines, lowa 
Detroit, Mich 

Detroit (E. Side), Mich 
Detroit (N. Side), Mich 
Detroit (W. Side), Mich 
Dothan, Ala 

Duluth, Minn 

Durham, N. C 

Eau Claire, Wis 

El Centro, Cal 

Elmira, N. Y. 

El Paso, Texas 

Erie, Pa 

Evanston, Ill 

Evansville, Ind 

Fargo, N. D 

Flint, Mich 

Fort Lauderdale, Fla 
Fort Wayne, Ind 

Fort Worth, Texas 
Fresno, Cal 

Gadsden, Ala 
Gainesville, Fla 
Galveston, Texas 


Gary, Ind 

Grand Rapids, Mich 
Great Falls, Mont 
Green Bay, Wis 
Greensboro, N. C 
Greenville, Miss 
Greenville, S. C 
Greenwood, Miss. 
Harlingen, Texas 
Harrisburg, Pa. 
Hartford, Conn 
Hattiesburg, Miss. 
Hazard, Ky 
Hempstead, N. Y. 
Honolulu, T. H 
Houston, Texas 
Huntington, W. Va 
Huntington Park, Cal 
Huntsville, Ala 
Huron, S. D 
Indianapolis, Ind 
Inglewood, Cal 
Jackson, Miss. 
Jackson, Tenn 
Jacksonville, Fla. 
Jamaica, N. Y. 
Jamestown, N. Y. 
Jefferson City, Mo. 
Johnson City, Tenn 
Johnstown, Pa 
Joliet, Il. 

Kansas City, Kan 
Kansas City, Mo. 
Kinston, N. C 
Knoxville, Tenn 
Lafayette, La 

La Grange, Ga 
Lakeland, Fla 
Lansing, Mich 
Lawton, Okla 
Lexington, Ky 
Lima, Ohio 
Lincoln, Neb 
Little Rock, Ark 
Long Beach, Cal. 
Longview, Texas 





Lorain, Ohio 

Los Angetes, Cal 
Louisville, Ky 
Lowell, Mass 
Lubbock, Texas 
Lufkin, Texas 
Lynn, Mass 
Macon, Ga 
Madison, Wis. 
Malone, N. Y. 
Manchester, N. H 
Mansfield, Ohio 
Marysville, Cal 
Mason City, lowa 
Memphis, Tenn 
Meridian, Miss 
Miami, Fla 
Milwaukee, Wis 
Minneapolis, Minn 
Minot, N. D 
Missoula, Mont 
Mobile, Ala 
Monroe, La 
Montgomery, Ala 
Mt. Vernon, Ill 
Muncie, Ind 
Muskegon, Mich 
Nashville, Tenn 
Newark, N. J 

New Bedford, Mass 
Newburgh, N. Y 
New Haven, Conn 
New London, Conn 
New Orleans, La 
New York, N. Y. 
New York, N. Y. (Export) 
Niagara Falls, N. Y. 
Norfolk, Va. 
Oakland, Cal 

Oak Park, Ill 
Odessa, Texas 
Oklahoma City, Okla 
Omaha, Neb 
Orlando, Fla 
Owensboro, Ky rane 
Paducah, Ky 





Parkersburg, W. Va. 
Pasadena, Cal. 
Patchogue, N. Y. 
Paterson, N. J. 
Pensacola, Fla. 
Peoria, Ill. 
Philadelphia, Pa. 
Phoenix, Ariz. 
Pittsburgh, Pa. 
Pittsfield, Mass. 
Pontiac, Mich. 

Port Huron, Mich. 
Portland, Me. 
Portland, Ore. 
Poughkeepsie, N. Y. 
Providence, R. I. 
Pueblo, Colo. 
Raleigh, N. C. 
Reno, Nev. 
Richmond, Va. 
Roanoke, Va. 
Rochester, N. Y. 
Rome, Ga 

Rutland, Vt 
Sacramento, Cal 
Saginaw, Mich 

St. Louis, Mo 

St. Louis (S. Side), Mo 
St. Petersburg, Fla 
Salina, Kan 
Salisbury, Md. 

Salt Lake City, Utah 
San Antonio, Texas 
San Bernardino, Cal 
San Diego, Cal. 

San Francisco, Cal. 
San Jose, Cal. 

San Juan, Puerto Rico 
Santa Ana, Cal. 
Santa Barbara, Cal. 
Savannah, Ga. 
Seattle, Wash. 
Sheffield, Ala. 
Shively, Ky. 
Shreveport, La. 
Sioux City, lowa 


PUNTED IN UB A 
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South Bend, Ind. 
Spartanburg, S. C. 
Spokane, Wash. 
Springfield, Ill. 
Springfield, Mass. 
Springfield, Mo. 
Springfield, Ohio 
Stockton, Cal. 
Syracuse, N. Y. 
Tacoma, Wash. 
Tallahassee, Fla. 
Tampa, Fla. 

Terre Haute, Ind. 
Toledo, Ohio 
Topeka, Kan. 
Trenton, N. J. 
Tucson, Ariz. 
Tulsa, Okla. 
Tupelo, Miss. 
Tuscaloosa, Ala. 
Tyler, Texas 
Uniontown, Pa 
Upper Darby, Pa 
Utica, N. Y. 
Valdosta, Ga. 

Van Nuys, Cal. 
Waco, Texas 
Washington, D. C 
Watertown, N. Y. 
Waycross, Ga 
West Lafayette, Ind. 
West Palm Beach, Fla 
Wheeling, W. Va 
White Plains, N. Y. 
Wichita, Kan 
Wichita Falls, Texas 
Wilkes-Barre, Pa. 
Williamsport, Pa. 
Wilmington, Del. 
Wilmington, N. C. 
Winston-Salem, N. C. 
Worcester, Mass. 
Yakima, Wash. 
Youngstown, Ohio 
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CANADA 


(General Motors Acceptance Corporation of Canada, Limited) 
Calgary, Alberta Quebec, Quebec 
Chicoutimi, Quebec Regina, Saskatchewan 
Corner Brook, Newfnd. St. Catharines, Ontario 
Edmonton, Alberta St. John, New Brunswick 
Fort William, Ontario St. John's, Newfoundland 
Halifax, Nova Scotia Saskatoon, Saskatchewan 
Hamilton, Ontario Sherbrooke, Quebec 
Kingston, Ontario Sudbury, Ontario 
Lethbridge, Alberta Toronto, Ontario 

London, Ontario Toronto (Uptown), Ontario 
Montreal, Quebec Vancouver, Brit. Columbia 
North Bay, Ontario Victoria, British Columbia 
Oshawa, Ontario Windsor, Ontario 

Ottawa, Ontario Winnipeg, Manitoba 


OTHER COUNTRIES 


(General Motors Acceptance Corporation, Australia) 
Adelaide, Australia 

Brisbane, Australia 

Melbourne, Australia 

Perth, Australia 

Sydney, Australia 


(General Motors Acceptance Corporation, Continental) 
Antwerp, Belgium 
Copenhagen, Denmark 


(General Motors Acceptance Corporation, Limited) 
Johannesburg, South Africa 

Port Elizabeth, South Africa 

Wellington, New Zealand 


(General Motors Acceptance Corporation de Mexico, S.A.) 
Mexico City, Mexico 


(General Motors Acceptance Corporation, South America) 
Bogota, Colombia 

Caracas, Venezuela 

Havana, Cuba 

Sao Paulo, Brazil 


(Vauxhall and General Finance Corporation Limited) 
Luton, England 





SUPPLEMENT 


TO 
1957 ANNUAL REPORT 


GMAC 


GENERAL MOTORS ACCEPTANCE CORPORATION 


NOTE: If the answers to Questions No. 1 and 2 are compared 
with the Supplement to the 1957 Annual Report, attention is 
invited to the following: (1) The figures on page 13 include 
U. S., Camada and Overseas; (2) the differences from certain 
data on page 15 are accounted for by volume not considered 
normal new car retail business, such as cars financed for 
dealer salesmen. Such differences are not material. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


EXECUTIVE OFFICES 
1775 BROADWAY 


NEW YORK 19, NEW YORK 


GMAC believes that a full record of its operations should be made 
available to those interested in the financial position of the Company. 
This Supplement to the 1957 GMAC Annual Report is designed to 


accomplish this end. 


This supplementary information is provided solely for the private 
use of banks with which GMAC maintains accounts and institutional 
investors holding GMAC obligations. It is hoped that these friends of 


ours may find the Supplement useful for reference purposes. 


Rere®. Sig dae 


President 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


The Company was incorporated under the laws of the State of New York on 
January 24, 1919. The entire capital stock is owned by General Motors Corporation. 


GENERAL OUTLINE OF OPERATIONS 





"Tue GENERAL BUSINESS of the Company and 
its consolidated subsidiaries is to finance the dis- 
tribution of new products manufactured by Gen- 
eral Motors to dealers for resale, and to finance 
such dealers’ retail instalment sales of new prod- 
ucts as well as used units of any make. Such 
new products include Buick, Cadillac, Chevrolet, 
Oldsmobile and Pontiac cars and Chevrolet 
trucks; parts, accessories and service equipment; 
Frigidaire electrical refrigerator units, other house- 
hold appliances and air conditioning equipment; 
Delco aufomatic heating equipment; Vauxhall pas- 
senger cars and Bedford trucks manufactured in 
England; Opel passenger cars and trucks manufac- 
tured in Germany; and Holden passenger cars and 
utility vehicles manufactured in Australia. 


UNITED STATES AND CANADA 


GMAC carries on its business in the United 
States and Canada in two general categories known 
as the “Wholesale Plan” and the “Retail Plan,” 
described below. 


Wholesale Plan — When a dealer orders new 
cars from any division of General Motors Corpo- 
ration and uses this plan, new cars are shipped to 
the dealer under a trust receipt, or other security 
document, under which GMAC retains the legal 
title purchased from General Motors Corporation. 
This plan provides that GMAC reserves the right 
to determine whether to approve any dealer's 
application for use of its wholesale financing facili- 
ties in the first instance and the extent to which it 
will continue thereafter to extend those facilities 
to any dealer 


The trust receipt is used in the United States. 
The dealer’s trust receipt is accompanied by an 
interest-bearing demand note for an amount equal 
to the dealer’s wholesale cost of the cars. The 
dealer is permitted to hold, exhibit and store the 


5s 


cars entrusted to him until such time as they are 
released from the trust receipt by payment of the 
demand note. GMAC has the right to retake the 
cars if the dealer defaults in payment of the note 
upon demand or fails to comply with other terms 
and conditions specified in the trust receipt. How- 
ever, such right to retake is ineffectual, as a matter 
of law, as against any retail buyers of the cars 
from any dealer who sells them at retail without 
releasing them from the trust receipt. The cars are 
insured against fire, theft and certain other risks 
under blanket policies taken out by GMAC with 
non-affiliated insurance companies. Under statutes 
in force in 31 states GMAC is able to protect itself 
effectively against claims on such new cars by the 
dealer's creditors by filing annually a trust receipt 
financing statement. In other jurisdictions it is 
GMAC practice to protect itself against the risk 
of loss due to claims of the dealer’s creditors by 
filing the trust receipt itself in those instances 
where the financial condition of the dealer or other 
factors make it advisable in the judgment of 
GMAC to do so. 


In Canada another form of security document is 
used. It is GMAC practice to file the security 
document in those instances where the financial 
condition of the dealer or other factors make it 
advisable in the judgment of GMAC to do so. 


Retail Plan — The retail financing business of 
GMAC is conducted only with dealers in General 
Motors products, and consists primarily of financ- 
ing such dealers’ retail instalment sales of new 
General Motors products or used products of any 
make under the GMAC Retail Plan. GMAC pur- 
chases such instalment payment obligations as are 
acceptable to it, and thereafter collects and other- 
wise handles such obligations. GMAC discounts 
the face amount of the instalment payment obliga- 
tions at established rates. 
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The retail obligation is secured by reservation 
of title or other form of lien on the car or other 
product under the instalment contract. GMAC ac- 
quires that licn when the dealer sells the instalment 
obligation to GMAC. Subject to compliance with 
recording or filing requirements in the various 
jurisdictions, such lien entitles GMAC to retake 
the product if the instalment buyer defaults in 
his obligation under the contract. In the case of 
cars covered by instalment contracts acquired by 
GMAC, its security interest therein, as well as the 
interest of the retail buyer, is generally protected 
by insurance against fire, theft and other physical 
damage including deductible collision. In those 
instances where the retail buyer elects not to ob- 
tain such insurance elsewhere, it is with his au- 
thorization procured by the dealer, in most states 
from Motors Insurance Corporation, a subsidiary 
of the Company, and in other states and Canada 
from General Exchange Insurance Corporation, a 
subsidiary of General Motors Corporation. 


At the time of purchase of retail instalment con- 
tracts supported by a dealer guaranty, GMAC re- 
tains, out of the proceeds due the dealer for the 
instalment payment obligations purchased by 
GMAC, and credits the dealer with, a percentage 
(generally 1% in the case of new cars and 2% to 
3% in the case of used cars) of the amount iden- 
tified in the instalment contracts as the principal 
balance upon which the dealer computes his fi- 
nance charge to the instalment buyer. GMAC 
holds such portion of these amounts credited to 
the dealer as it considers sufficient for its protec- 
tion in the event of the dealer's inability or failure 
to discharge his obligation to GMAC. 


OTHER COUNTRIES 


The wholesale and retail financing plans of the 
Company and its subsidiaries in countries other 
than the United States and Canada follow as 
closely as practicable the methods heretofore de- 
scribed, although the technical form of such trans- 


°é6* 





ADMINISTERED PRICES 


actions may differ due to local laws and other 
circumstances. 


- * 


At December 31, 1957, about 84% in dollar 
amount of retail instalment contracts held by 
GMAC in the U.S., Canada and other countries 
were supported by a guaranty by the dealer at the 
time of purchase. The obligation of the dealer to 
GMAC under such guaranty is subject to the re- 
sponsibility provisions in the GMAC Retail Plan 
to which was added in October 1955 the Reserve 
Guaranty Option referred to below. On the re- 
maining 16% of the total, dealers have no respon- 
sibility. 

With respect to the 84% supported by a guar- 
anty, the dealer is responsible to GMAC in ac- 
cordance with the Retail Plan for payment of the 
unpaid balance of the retail obligation, except in 
cases where GMAC is unable to retake the car 
from a retail buyer in default and turn it over to 
the dealer within a specified period of time. In 
order, however, to provide automotive dealers 
with an opportunity to limit their responsibility for 
future repossessions, GMAC has added to the 
GMAC Retail Plan the Reserve Guaranty Option, 
which is available at the request of the dealer. 
Under the Reserve Guaranty Option, a dealer 
may, at his option, limit his losses on repossessions 
to the dealer credits held by GMAC. Such credits 
must, at the time the option is exercised, be equal 
to an agreed percentage, generally 3% (the mini- 
mum percentage) but in any event not more than 
6%, of the aggregate unpaid balance under the 
retail contracts purchased from the dealer and 
then outstanding. Of total retail instalment con- 
tracts at December 31, 1957, 29% in dollar 
amount was represented by contracts where 
GMAC has entered into agreements under which 
dealers may exercise the Reserve Guaranty Option. 
At the same date, receivables on which dealers 
had exercised the option represented less than 2% 
of the total. 
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BANK RELATIONS AND BORROWING OPERATIONS 





At December 31, 1957, the Company main- 
tained accounts with 607 banks in the United 
States which extended credit lines in the amount 
of $686 million. 


In addition to its credit lines with these banks, 
the Company has established a market for its 
short-term notes throughout the United States. The 
distribution of these notes is handled through the 
Executive Office in New York as well as through 
Regional Finance Managers located in a number of 
key cities. GMAC has a large clientele of cus- 
tomers, including banks and other investors such 
as corporations, insurance companies, pension 
trusts, institutions and individuals. The total vol- 
ume discounted in the United States since incep- 
tion is over $24 billion with more than 10,000 
investors. As of December 31, 1957, short-term 
notes aggregating $823 million were held by 
3,280 of these customers. Notes are available in 
denominations of $500 and any multiple thereof 
up to $5,000,000, and are issued to mature on any 
business day from thirty days to nine months. The 
rate of discount paid on these notes approximates 
that for the highest grade commercial paper. 


Since 1925 the Company has also made use 
of the investment market in the United States 
and has sold a total of $3 billion medium and 
long-term obligations, including subordinated in 


debtedness, by both public and private issue. Of 
these obligations, $2.3 billion were outstanding 
on December 31, 1957. 


Borrowings in Canada, where the wholly-owned 
subsidiary General Motors Acceptance Corpora- 
tion of Canada, Limited operates, carry the 
guarantee of the parent Company and are sup- 
ported, as in the United States, by the unpledged 
assets of the Company. These funds are ob- 
tained by loan from Canadian banks, against 
credit lines of $89 million at December 31, 1957, 
by the sale of short-term Canadian currency notes 
in the open market and by medium and long-term 
financing. 


Funds required to finance operations in coun- 
tries other than the United States and Canada 
are generally obtained by overdraft and other loan 
arrangements with banks and others which, in 
some cases, call for the pledge of receivables, 
securities or cash, and by issuance and sale of 
notes, bonds and other obligations in the currency 
of the country where issued. Such borrowings are 
usually made by a subsidiary and may be guar- 
anteed by the parent Company. 


Further details of borrowings and bank ac- 
counts will be found later in the report. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 


RATIO OF DEBT TO CAPITAL FUNDS EMPLOYED 
Maximum and Minimum Ratio During Each Year 


~ Capital Funds +4 Capital Funds 





Debt Employed Ratio Debt Employed Ratio 

1919 Dec. $ 13,568,877 $ 2,450,565 5.501 1939 June $322,179,016 $86,778,012 3.7101 
May 282,638 2,465,538 Jtol Oct. 265,630,190 90,799,920 2.9tol 

1920 Mar. 29,378,458 2,628,261 11.2tol 1940 Dec. 412,542,252 85,898,078 4.8 to 1 
Nov. 29,149,383 4,213,892 6.9 tol Jon. 327,456,985 86,717,503 3.8101 

1921 Mar. 31,440,532 4,054,481 7.801 194) Apr. 485,210,888 89,848,722 5.4101 
Dec. 25,614,627 5,010,551 5.1 to} Oct. 428,649,725 118,346,152 3.6101 

15S apt, CRESS eatieae oer 1942 Feb. 450,500,034 114,160,925 3.9101 
vm aNetRAe 4908.26 oat Dec. 135,389,674 87,878,373. —*'1:.5tol 
1923 Mar. 59,768,305 6,463,149 9.2101 my ce eee aa 
Aug. 55,995,604 8,642,754 6.5101 <3 San. 0,391,84 230, to 
Dec. 53,964,145 91,032,121 6to1 
1924 Feb. 84,549,308 10,806,136 7.8tol 

Dec. 61,092,761 13,618,262 4.5to1 1944 Feb. 75,199,685 91,143,104 8 tol 
: 1 1,081,909 Jtol 

1925 Nov 98,103,013 14,785,929 6.6tol Dee $411,327 —-71,081,90 = 
Feb. 52,683,912 13,855,741 3.8 to 1 1945 Jan. 15,568,762 91,065,437 2to 1 
1926 Oct. 223,872,653 30,717,014 7.3tol Dec. 1,402,543 91,498,315 Oto 1 
Apr. 160,621,163 28,861,449 5.6101 1946 Dec. 68,005,646 87,053,639 8B to 1 
1927 May 252,127,065 38,281,935 6.6 to 1 Apr. 1,608,561 89,826,513 0 to 1 
Dec. 252,899,535 52,168,674 4.8101 1947 Dec. 193,370,133 88,711,450 2.2tol 
1928 Oct. 335,807,077 59,080,954 5.710} Jan 70,302,925 86,910,119 8tol 


Jan. 244,068,605 52,757,233 46 tol 


1929 Sept. 407,476,953 69,802,227 5.8 to 1 
Jan. 278,738,817 64,592,152 4.3 to 1 


1948 Dec. 423,188,118 90,294,340 4.7 to 1 
Jan. 211,257,545 88,895,116 2.4 to 


— 


1949 Oct 803,290,798 98,749,961 8.1 to 


1930 Jan. 339,244,270 77,608,677 44to 1 Nov. 747,764,911 174,828,704 43to] 
Nov 278,838,196 86,333,657 3.2 to 1 
ont 207 471,857 , ; 1950 Feb. 818,058,715 173,404,109 4.7 to} 
4 AD eRe .. 54m June 920,205,297 230,560,468 4.0101 
Nov. 220,137,539 83,001,073 2.7 to 1 
9 
1932 Feb. 203,384,828 78,032,082 2.6 to 1 Tap! ‘Deg, aera oe vinden 
Dec. 82,481,673 79,490,138 1.010! eae eee fl 
1933 Sept. 121,786,338 82,059,871 1.5to1 1952 Dec. 1,294,818,102 238,852,928 5.4 to 1 
Mie 83,970,124 80,521,860 1.0tol Feb. 1,006,256,457 230,507,527 4.4to 1 
1934 Aug. 201,787,750 89,484,567 2.3t0ol 1953 Mar. 1,501,191,050 254,470,193 5.9 to 1 
Jan. 93,912,289 84,884,188 1.1 to 1 Dec, 1,846,880,398 397,479,287 4.6 to 1 
1935 Dec 252,811,260 83,148,231 3.010} 1954 Feb. 1,854,542,351 404,214,548 4.6 to] 
Sen 157,633,227 93,669,818 1.7101 Nov. 1,793,322,026 460,404,532 3.9tol 
1936 Aug. 391,269,630 90,029,307 4.3 to | 1955 May 2,423,661,636 454,262,401 5.3 tol 
Jan, 266,540,400 83,997,241 3.2 to 1 Jan. 1,956,846,251 444,373,833 4.4to1 
1937 Dec. = 419,757,682 84,915,319 = 4.9 tol 1956 Feb. 2,993,257,290 588,442,518  5.1tol 
Feb 321,044,626 85,877,673 3.7 to 1 Oct. 2,878,873,500 639,955,420 4.5to 1 
1938 Jan 403,241,852 86,546,331 4.7 to} 1957 Dec. 3,364,369,086 648,831,963 5.2 to 1 
Nov. 239,391,909 93,191,508 2.6to1 Oct. 3,109,952,828 657,919,419 4.7 to! 
NOTE 


Debt excludes Subordinated Notes. Capital Funds Employed include Capital Stock, Surplus and Subordinated Notes. 
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FOR THE YEAR 


Dollar Volume 
Retail Automotive 
New Cars 
Used Cors 
Other 
Renewals 
ta 
Retail Diversified 
New 
Used 
Renewals 


Tota 


Total Retai 


Wholesale Automotive 


New Cars 
Used Cars 


otal 


Wholesale Diversified 
Total Wholesale 
Term Loans to Deolers 


Total Dollar Volume 
Number of Accounts Purchased 


Retail Automotive 
New Cors* 
Used Cars 
Other 

Renewals 


otal 


Retail Diversified 
New 
Used 


Renewals 
Total 


Total Reto 


Wholesale Automotive * 


New Cars 
sed Cars 


Wholesale Diversified * 


tal Wholesole 


Total Number of Accounts Purchased 


Dollar Receivables Outstanding 


Retail Automotive 
Retail Diversified 


Wholesale Automotive 
Wholesale Diversified 
Term Loans to Deolers 


Total 


Number of Accounts Outstanding * 


Reto 
Wholescle 


Total 


* Refers to number of not 


RECEIVABLES 





DETAIL OF VOLUME 


1957 


$2,375,736,468 
1,094,561,364 
39,541,747 
188,124,372 


3,697,963,95 
828,490 
978,488 
88,000 
131,994,978 
3,829,958,929 


noo 


5,828,735,557 
49,754,997 


5,878,490,554 
7,456,464 


5,975,947,018 
2,487,961 
$9,808, 393,908 


~ 
be 
2° 
S 


1 504.5 
20,37 

1,524,949 
4 

4,475,2 


OUTSTANDING 


1957 


$3,477 ,321,744 
136,393,787 
823,528,454 

21,077,500 
3,391,030 


$4,461,712,515 





1956 


$2,336,655 
1,011,876 
37,546 
157,640 


3,543,718 
28,647 
10,735 


2,000 


141,383 
3,685,102 
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ADMINISTERED PRICES 


EXPERIENCE STATISTICS 





955 
$ 2,512,398,602 
1,055,359, 996 
0,035,944 
8,387,510 
746,182,052 
7 
2,389,049 
389 
3,899,571,574 
64 
765,683 
a77 
956 
$} 81146 
178,294 
165.875 
2,870,825 
425,060 
804 
a 
4 4 
569,712 
580,46 
14 83 
rae 
94,464 
31 (before de 
1955 
$ 45 
507,4 
6,942,928 
A? 92 
$ 3,854,046 
3,774,567 
229,168 
4 
or oc or 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 


126,819,224 
824.057 
3,354,305 


137,997,586 


2,744,244,565 





8,058 


2 621 


2,326,69¢ 


44 


) 449 





ons 





$1,451 847,24 
y 4 a 
8 a 





484 
8 796 
2,79 4 
749,18 
4 84 
481.5 
$6,697,832 





4 

4 4.42 
$1,936,2 4 
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ADMINISTERED PRICES 4289 


GENERAL MOTORS ACCEPTANCE CORPORATION 


ANALYSIS OF RETAIL AUTOMOTIVE VOLUME 
— UNITED STATES — 


YEAR 1957 
33/3 % or More Less Than 331/3% 
aiid ad ie Total Down Payment Down Payinent 
ollar Volume Purchased Amount % of Total Amount % of Total Amount % of Total 
New Cors . : . 
18 Months or Less $ 187,041,389 9.1 $ 145,427,906 7.1 $ 41,613,483 2.0 
19 to 24 Months 254,397,286 12.4 196,425,549 9.6 57,971,737 28 
25 to 30 Months 604,968,360 29.4 355,576,763 17.3 249,391,597 12.1 
Over 30 Months 1,007,509,895 49.1 488,935,001 23.8 518,574,894 25.3 
Total $2,053,916,930 100.0 $1,186,365,219 57.8 $867,551,711 42.2 
Used Cars — Late Models* 
12 Months or Less $ 40,815,553 6.0 $ 31,967,318 47 $ 8,848,235 1.3 
13 to 18 Months 66,793,048 98 46,242,862 6.8 20,550,186 3.0 
19 to 24 Months 397,511,663 58.6 217,099,344 32.0 180,412,319 26.6 
Over 24 Months 173,948,396 25.6 70,149,451 10.3 103,798,945 15.3 
Total $ 679,068,660 100.0 $ 365,458,975 53.8 $313,609,685 46.2 
Used Cars — Older Models 
12 Months or Less $ 101,542,922 35.2 $ 74,240,917 25.7 $ 27,302,005 95 
13 to 18 Months 153,148,307 53.1 95,662,454 33.2 57,485,853 19.9 
Over 18 Months 33,717,813 117 16,703,205 58 17,014,608 5.9 
Total $ 288,409,042 100.0 $ 186,606,576 64.7 $101,802,466 35.3 
333% or More Less Than 333% 
Total Down Payment Down Payment 
Number of Accounts Purchased Number % of Total Number % of Total Number % of Totol 
New Cars 
18 Months or Less 112,660 13.6 96,937 11.7 15,723 19 
19 to 24 Months 124,652 15.0 102,109 12.3 22,543 2.7 
25 to 30 Months 241,114 29.1 151,264 18.3 89,850 10.8 
Over 30 Months 351,138 42.3 184,628 22.2 166,510 20.1 
Total 829,564 100.0 534,938 64.5 294,626 35.5 
Used Cars —Late Models* 
12 Months or Less 47,118 98 39,803 8.3 7,315 1.5 
13 to 18 Months 66,487 13.8 47,835 99 18,652 3.9 
19 to 24 Months 283,830 58.8 163,654 33.9 120,176 24.9 
Over 24 Months 84,646 17.6 36,613 74 ; 48,033 10.0 
Total 482,081 100.0 287,905 59.7 194,176 40.3 
Used Cars — Older Models 
12 Months or Less 277,738 53.1 210,917 40.3 66,821 128 
13 to 18 Months 213,716 40.8 139,175 26.6 74,541 14.2 
Over 18 Months 32,153 6.1 16,811 3.2 15,342 29 
Total 523,607 100.0 366,903 70.1 156,704 29.9 
* Cars of three mode! years previous to the current series ore classified as late models 
Average Down Payment Average Term in Months Average Amount 
As a Percentage of Based on Dollar Amount of Monthly 
Average Cash Selling Price* Discounted During Year Instalments 
Combined New Combined New Combined New 
New Cors Used Cors and UsedCars New Cars Used Cars and Used Cors New Cors Used Cars and Used Cars 
1957 39.6% 36.0% 38.6% 30.6 21.7 27.7 $85 $53 $71 
1956 40.1 36.4 39.1 29.3 20.7 26.7 82 49 68 
1955 40.5 36.9 39.5 27.7 19.7 25.3 80 47 66 
1954 43.5 38.7 419 24.7 18.7 22.5 78 46 63 
1953 45.8 39.3 43.4 2246 19.0 21.1 78 49 63 


* Cash selling prices used in determining down payment percentages ore those reported by dealers in instalment contracts with customers and are the result of 
negotictions between the dealers ond the customers. Since the method of reporting such prices may vary, the Company also applies other measures to test the security 
of transactions as, in the cose of new cors, the reletion of the unpaid balance to the deoler’s cost. An average of 81% of dealer cost was so financed in 1957 


the cose of used cars, the overage amount financed in 1957 was equivalent to approximately 4ords of the estimated retail price, ond wos about the same as the 
average loon valve shown in various published guides 


NOTE: The above analysis, which excludes retail salesmen's contracts, gives no recognition to the fact that some contracts with long term or low down payment 
contein provisions for larger poyments over the first several months of the contract. Also, no recognition is given to those contracts which contain provision 


for larger poyments ot the end of the contract period; such “balloon payment contracts’ represent only 0.3% of the number of contracts written in 1957 


*15° 








4990) ADMINISTERED PRICES 


GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 
PURCHASE AND LIQUIDATION OF RECEIVABLES 
YEAR 1957 


In the following table the retail and wholesale receivables purchased are shown in quarterly 
periods in order to indicate the rapidity with which they are collected. The seasonal volume of 
purchases of wholesale paper may temporarily increase total receivables during certain periods. A 
large portion of wholesale paper purchased in any three months period is liquidated during the 


same period. 


Retail ¢ Wholesale t Total 

Outstanding, December 31, 1956 $3,438,680,805 $ 673,848,094  $4,112,528,899 
* Less In-Transit ~* - 150,252,476 150,252,476 
Outstanding, December 31, 1956, excluding In-Transit 3,438,680,805 523,595,618 3,962,276,423 
Purchased — Ist Quarter, 1957 és 838,590,177 1,686,065,929 2,524,656,106 
Liquidated — Ist Quarter, 1957 . ; 900,446,572 1,414,440,095 2,314,886,667 
Outstanding, March 31, 1957, excluding In-Transit 3,376,824,410 795,221,452 4,172,045,862 
Purchased — 2nd Quarter, 1957 995,232,959 1,487,566,457 2,482,799,416 
Liquidated — 2nd Quarter, 1957 880,619,021 1,507,558,758 2,388,177,779 
Outstanding, June 30, 1957, excluding In-Transit 3,491 ,438,348 775,229,151 4,266,667 ,499 
Purchased — 3rd Quarter, 1957 1,040,977,031 1,324,724,364 2,365,701 ,395 
Liquidated — 3rd Quarter, 1957 916,765,375 1,457,165,045 2,373,930,420 
Outstanding, September 30, 1957, excluding In-Transit 3,615,650,004 642,788,470 4,258,438,474 
Purchased — 4th Quarter, 1957 955,158,762 1,480,078,229 2,435,236,991 
Liquidated — 4th Quarter, 1957 957,093,235 1,397,522,016 2,354,615,251 
Outstanding, December 31, 1957, excluding In-Transit 3,613,715,531 725,344,683 4,339,060,214 
* Add In-Transit _ 122,652,301 122,652,301 
Outstanding, December 31, 1957 $3,613,715,531 $ 847,996,984 $4,461,712,515 
1957 Purchased $3,829,958,929  $5,978,434,979  $9,808,393,908 

liquidated $3,654,924,203 $5,776,685,914 $9,431,610,117 
1956 Purchased $3,685,102,456 $5,447,169,604  $9,132,272,060 

Liquidated $3,443,379,237 $5,448,473,795  $8,891,853,032 








* Represents amount of current shipments of General Motors Corporation products under the wholesale sight draft 
collection plan, part of which is financed at wholesale in the following period. 


+ Renewals are included in amounts purchased and liquidated. 
t Includes term loans to dealers. 


MATURITY SCHEDULE OF RETAIL RECEIVABLES 
At December 31, 1957 





Accumulated 


Accumulated 
Amount Percentages Amount Percentages 

DUE ON REPOSSESSIONS* $ 27,348,393 1% June 1958 $ 197,154,107 37% 
PAST DUE rc wee ¢ 

Over 30 days 3,532,631 1 ugust V8 14, 

30 days or less 55,745,574 2 September 165,975,553 51 

October 157,432,241 56 

DUE IN: November 148,187,737 60 

January 1958 222,915,232 9 December 138,633,357 64 

February 216,550,259 15 Year 1959 1,050,004,172 93 

March 209,910,083 20 After 1959 266,686,189 100 

April 202,773,361 26 ieceengpceaaaeate 

May 195,846,640 31 Total $3,613,715,531 








* Balances due on repossessions consist of the following: past due $4,038,497; originally due in 1958 $14,608,127; 
and originally due after 1958 $8,701,769. The portion applicable to the United States includes, in addition to non- 
automotive repossessions, a total of 21,120 new and used cars, of which 18,498 are for the account of dealers and 
2,622 are for disposal by GMAC. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 


RETAIL DELINQUENCIES 


Number 


Delinquency Over 30 Days 


Retail 


Delinquency Over 30 Days 























End of Month Number of Percent of Receivables ” Percent of 
High and Low Retail Accounts Retail Accounts Outstanding Amount Retail 
Percentages Outstanding Number Outstanding (000 omitted) (000 omitted) Receivables 
1957 Dec. 31 3,711,843 50,164 1.351 $3,613,716 $3,533 .098 
May 31 3,746,804 36,379 971 3,433,234 2,096 061 
1956 Dec, 31 3,859,105 57,403 1.487 3,438 681 3,924 14 
Aug. 31 3,926,645 28,992 738 3,490,063 1,942 056 
1955 Dec. 31 3,774,567 56,287 1.491 3,196,958 4,010 125 
Mar. 31 3,324,405 19,287 580 2,330,939 1,316 056 
1954 Jan, 31 3,097,391 36,269 1.171 2,064,300 3,092 .150 
Apr. 30 3,192,970 18,807 589 2,053,146 1491 073 
1953 Feb. 28 2,450,377 28,679 1.170 1,538,921 2,328 151 
Apr. 30 2,582,262 18,585 720 1,708,420 1,508 088 





REPOSSESSION EXPERIENCE ON RETAIL AUTOMOTIVE FINANCING 


— UNITED STATES — 























New Used 
Repossessions Repossessions 
% of Accounts % of Accounts 
Average as Average eS 
Accounts Accounts Pur- Out- Accounts Accounts Pur- Out- 
Year Purchased Outstanding Number chased standing Purchased Outstanding Number chased standing 
1957 865,757 1,633,338 50,652 59 3.1 1,012,553 1,248,630 127,587 12.6 10.2 
1956 937,585 1,596,955 41,314 44 246 1,074,874 1,338,336 134,427 12.5 10.0 
1955 1,106,106 1,317,501 21,188 1 1.6 1,216,278 1,297,217 118,269 97 91 
1954 761,412 1,080,037 15,764 2.1 1.5 1,016,298 1,220,138 122,896 12.1 10.1 
1953 777,744 836,269 8,118 1.0 1.0 1,049,346 1,011,206 89,407 8.5 8.8 
papeisigpmaananey peer . = i , 
| 
Total 
Repossessions 
% of Accounts 
Accounts Average Accounts Out- 
Year Purchased Outstanding Number Purchased standing 
1957 1,878,310 2,881,968 178,239 9.5 6.2 
| 1956 2,012,459 2,935,291 175,741 8.7 6.0 
sactnanitatintlpiinnsinsittaslaralie 
1955 2,322,384 2,614,718 139,457 6.0 5.3 
1954 1,777,710 2,300,175 138,660 78 6.0 
1953 1,827,090 1,847,475 97,525 5.3 5.3 
————————— = =—= = 
°17.° 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 




















NET LOSSES 
nied of lanes 1957 1956 1955 1954 1953 
Retail: 
Charged to Income: 
3C (conversion, collision and confiscation) $2,562,649 $2,535,972 $1,623,245 $1,714,088 $1,207,581 
Other 883,142 682,255 510,534 395,194 199,690 
Charged to Reserves (principally non-recourse losses) 3,221,627 2,903,666 1,291,938 1,165,679 585,216 
Total Retail 6,667,418 6,121,893 3,425,717 3,274,961 1,992,487 
Wholesale (charged to Income) * 52,475 69,277 39,073 115,138 102,713 
Tota! Losses Charged to Income and Reserves $6,719,893 $6,191,170 $3,464,790 $3,390,099 $2,095,200 
Retail Loss Ratios 
Retail Receivables Liquidated (000 omitted) $3,464,612 $3,283,738 $2,792,770 $2,428,972 $2,032,180 
% Net Retail Losses to Receivables Liquidated 
Charged to Income: 
3C (conversion, collision and confiscation) 0.074% 0.077% 0.058% 0.071% 0.059% 
Other 0.025 0.021 0.018 0.016 0.010 
Charged to Reserves (principally non-recourse losses) 0.093 0.088 0.047 0.048 0.029 
Total 0.192% 0.186% 0.123% 0.135% 0.098% 
Average Retail Receivables Outstanding (000 omitted) $3,498,786 $3,363,519 $2,681,284 $2,131,962 $1,847,498 
% Net Retail Losses to Average Receivables 
Charged to Income: 
3C (conversion, collision and confiscation) 0.073% 0.076% 0.061% 0.080% 0.065% 
Other 0.025 0.020 0.019 0.019 0.011 
Charged to Reserves (principally non-recourse losses) 0.086 0.048 0.055 0.032 
Total 0.182% 0.128% _ 0.154% 0.108% 
* in 1957, wholesale losses were .001% of wholesale receivables liquidated and .008% of average wholesale receivables outstanding 
RESERVES FOR LOSSES 
1957 1956 1955 1954 1953 
Provision for General Reserve $ 1,226,439 $ 1,753,201 $ 7,094,043 $ 1,096,895 $ 3,132,303 
Provisions for Losses in Special Categories 7,931,315 6,887,398 5,225,422 2,806,752 2,718,719 
Total Provisions for Losses on Notes and Bills Receivable 9,157,754 8,640,599 12,319,465 3,903,647 5,851,022 
Less: 
Losses Charged to Reserves 3,221,627 2,903,666 1,291,938 1,165,679 585,216 
Adjustments and Transfers 101,229 387,969 34,759 180,511 01.186 
Total Deductions 3,322,856 3,291,635 1,257,179 985,168 484,030 
Balance in Reserves at End of Period: 
General Reserve 26,350,077 25,123,638 23,370,437 16,276,394 15,179,499 
Reserve for Losses in Special Categories 20,142,977 15,534,518 11,938,755 7,970,512 6,148,928 
Total Balance in Reserves at End of Period $46,493,054 $40,658,156 $35,309,192 $24,246,906 $21,328,427 
Total Balance in Reserves as % of Receivables Excluding Wholesale 
Collection Items in Transit 1.07% 1.03% 0.95% 0.96% 0.89% 
Credit 
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BANKS OF DEPOSIT 


AND LOAN ACCOUNTS 





AS OF MARCH 1, 1958 
UNITED STATES 


ABILENE, Texas 
The Citizens National Bank in Abilene 
First National Bank of Abilene 


AKRON, Ohio 
Dime Bank 
The Firestone Bank 
First National Bank of Akron 


ALBANY, Georgia 
The Bank of Albany 
The Citizens & Southern Bank of Albany 


ALBANY, New York 
The National Commercial Bank & Trust Co. of Albany 
State Bank of Albany 


ALBUQUERQUE, New Mexico 
Albuquerque National Bank 
First National Bank in Albuquerque 


ALEXANDRIA, Louisiana 
Guaranty Bank & Trust Company 
Rapides Bank & Trust Company in Alexandria 


ALLENTOWN, Pennsylvania 
The First National Bank of Allentown 
The Merchants National Bank 


ALTON, Illinois 
First National Bank and Trust Co. in Alton 


ALTOONA, Pennsylvania 
The Altoona Trust Company 
The First National Bank of Altoona 


AMARILLO, Texas 
Amarillo National Bank 
The First National Bank of Amarillo 


ASBURY PARK, New Jersey 
Asbury Park National Bank & Trust Co. 


ASHEVILLE, North Carolina 
First National Bank & Trust Company in Asheville 
Wachovia Bank & Trust Company 


ATHENS, Georgia 
The Citizens & Southern Nationa! Bank 
The National Bank of Athens 


ATLANTA, Georgia 
The Citizens & Southern National Bank 
The First National Bank of Atlanta 
The Fulton National Bank 
Trust Company of Georgia 


ATLANTIC CITY, New Jersey 
The Boardwalk National Bank of Atlantic City 


AUGUSTA, Georgia 
Georgia Railroad Bank & Trust Company 


AUSTIN, Texas 
The American National Bank of Austin 
The Austin National Bank 


BAKERSFIELD, California 
Bank of America National Trust & Savings Association 


BALTIMORE, Maryland 
The Equitable Trust Company 
The Fidelity-Baltimore National Bank 
First National Bank 
Maryland Trust Company 
Mercantile Safe Deposit & Trust Company 
Union Trust Company of Maryland 


BANGOR, Maine 
The Merrill Trust Company 


BATON ROUGE, Louisiana 
American Bank & Trust Company 
City National Bank of Baton Rouge 
Louisiana National Bank 


BATTLE CREEK, Michigan 
Security National Bank of Battle Creek 


BAY CITY, Texas 
Bay City Bank & Trust Company 
The First National Bank of Bay City 


BEAUMONT, Texas 


The American National Bank of Beaumont 
The First National Bank of Beaumont 


BILLINGS, Montana 
The Midland National Bank of Billings 
Security Trust & Savings Bank 


BINGHAMTON, New York 
First-City National Bank 
Marine Midland Trust Company of Southern New York 


BIRMINGHAM, Alabama 
Birmingham Trust National Bank 
The First National Bank of Birmingham 


BLUEFIELD, West Virginia 
The First National Bank of Bluefield 


BLYTHEVILLE, Arkansas 
The Farmers Bank & Trust Company 


BOISE, Idaho 
First Security Bank of Idaho, N. A. 
The Idaho First National Bank 


BOSTON, Massachusetts 
Boston Safe Deposit & Trust Company 
The First National Bank of Boston 
The Merchants National Bank of Boston 
The National Shawmut Bank of Boston 
The New England Trust Company 
Rockland-Atlas National Bank 
Second Bank-State Street Trust Company 


BOWLING GREEN, Kentucky 
American National Bank 
Citizens National Bank 


BRIDGEPORT, Connecticut 
City Trust Company 
Connecticut National Bank 


BRISTOL, Tennessee 
The First National Bank in Bristol 


BROCKTON, Massachusetts 
Home National Bank of Brockton 
National Bank of Plymouth County 
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BROOKLYN, New York 
The Chase Manhattan Bank 
Chemical Corn Exchange Bank 
Kings County Trust Company 


BRYAN, Texas 
The City National Bank 
The First National Bank of Bryan 
First State Bank & Trust Company 


BUFFALO, New York 
Liberty Bank of Buffalo 
Manufacturers and Traders Trust Company 
The Marine Trust Company of Western New York 


BURLINGTON, lowa 
Burlington Bank & Trust Company 
National Bank of Burlington 


BURLINGTON, Vermont 
Chittenden Trust Company 


BUTLER, Pennsylvania 
Butler Savings & Trust Company 
Fidelity Trust Company 
Mellon National Bank & Trust Company 


BUTTE, Montana 
The First National Bank of Butte 
Metals Bank & Trust Company 


CAMBRIDGE, Massachusetts 
Harvard Trust Company 


CAMDEN, New Jersey 
Camden Trust Company 
First Camden National Bank & Trust Co. 


CANTON, Ohio 
The First National Bank of Canton 
The Harter Bank & Trust Company 


CARBONDALE, Illinois 
Carbondale National Bank 
First National Bank 


CEDAR RAPIDS, lowa 
The Merchants National Bank 


CHARLESTON, South Carolina 
The First National Bank of South Carolina 
The South Carolina National Bank 


CHARLESTON, West Virginia 
The Charleston National Bank 
Kanawha Banking & Trust Company 
The Kanawha Valley Bank 


CHARLOTTE, North Carolina 
American Commercial Bank 
The Union National Bank 
Wachovia Bank & Trust Company 


CHATTANOOGA, Tennessee 
American National Bank & Trust Company of 
Chattanooga 
Hamilton National Bank 


CHEYENNE, Wyoming 
The American National Bank 
The Stock Growers National Bank 


CHICAGO, Illinois 
American National Bank & Trust Company of Chicago 
Chicago City Bank and Trust Company 
City National Bank & Trust Co. of Chicago 
Continental Illinois National Bank & Trust Co. of Chicago 
Drovers National Bank 
The First National Bank of Chicago 
Harris Trust and Savings Bank 
Lake View Trust & Savings Bank 
LaSalle National Bank 
The Live Stock National Bank of Chicago 
National Boulevard Bank of Chicago 
The Northern Trust Company 
Sears Bank & Trust Company 
Upper Avenue National Bank of Chicago 


CINCINNATI, Ohio 
The Central Trust Company 
The Fifth-Third Union Trust Company 
The First National Bank of Cincinnati 
The Provident Savings Bank & Trust Company 


CLAREMONT, New Hampshire 
Claremont National Bank 
The Peoples National Bank 


CLARKSBURG, West Virginia 
The Empire National Bank of Clarksburg 
The Union National Bank of Clarksburg 


CLEVELAND, Ohio 
Central National Bank of Cleveland 
The Cleveland Trust Company 
The National City Bank of Cleveland 
Society National Bank of Cleveland 
Union Commerce Bank 


COLUMBIA, South Carolina 
The Citizens & Southern National Bank of South Carolina 
The First National Bank of South Carolina 
The South Carolina National Bank 


COLUMBUS, Georgia 
The First National Bank of Columbus 
The Fourth National Bank of Columbus 


COLUMBUS, Mississippi 
First Columbus National Bank 
National Bank of Commerce 


COLUMBUS, Ohio 
The Huntington National Bank of Columbus 
Ohio National Bank 


CORAL GABLES, Florida 
Florida National Bank at Coral Gables 


CORPUS CHRISTI, Texas 
The Corpus Christi State National Bank 


DALLAS, Texas 
American Bank & Trust Company 
First National Bank in Dallas 
Mercantile National Bank at Dallas 
Oak Cliff Bank & Trust Company 
Republic National Bank of Dallas 


DAVENPORT, lowa 
Davenport Bank and Trust Compony 


DAYTON, Ohio 
The Third National Bank & Trust Company 
The Winters National Bank & Trust Co. 


DECATUR, Alabama 
The Morgan County National Bank 
State National Bonk of Decatur 
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DECATUR, Illinois 
The Citizens National Bank of Decatur 
The Millikin National Bank of Decatur 


DENVER, Colorado 
American National Bank of Denver 
Colorado National Bank 
The Denver National Bank 
The First National Bank of Denver 
The International Trust Company 
The United States National Bank 


DES MOINES, lowa 
Bankers Trust Company 
Central National Bank & Trust Company 
lowa-Des Moines National Bank 


DETROIT, Michigan 
Bank of the Commonwealth 
The Detroit Bank & Trust Company 
The Manufacturers National Bank of Detroit 
National Bank of Detroit 
DOTHAN, Alabama 
The Dothan Bank & Trust Company 
The First National Bank of Dothan 
DULUTH, Minnesota 
First & American National Bank of Duluth 
Northern City National Bank of Duluth 
DURHAM, North Carolina 
The Depositors National Bank of Durham 
Wachovia Bank & Trust Company 


EAU CLAIRE, Wisconsin 
American National Bank & Trust Company 
The Union National Bank of Eau Claire 

EL CENTRO, California 
Security-First National Bank of Los Angeles 


ELIZABETH, New Jersey 
The National State Bank of Elizabeth 
ELMIRA, New York 
Chemung Canal Trust Company 
EL PASO, Texas 
El Paso National Bank 
The State National Bank of El Paso 
ERIE, Pennsylvania 
The First National Bank of Erie 
Security-Peoples Trust Company 
EVANSTON, Illinois 
First National Bank & Trust Company 
State Bank and Trust Company 
EVANSVILLE, Indiana 
The Citizens National Bank of Evansville 
Old National Bank in Evansville 
EVERETT, Massachusetts 
Middlesex County National Bank 
FALL RIVER, Massachusetts 
B. M. C. Durfee Trust Company 
FARGO, North Dakota 
The Dakota National Bank 
The First National Bank & Trust Co. of Fargo 
FLINT, Michigan 
Citizens Commercial & Savings Bank 
Genesee Merchants Bank & Trust Company 
Michigan National Bank 
FLORENCE, Alabama 
The First National Bank of Florence 


FORT LAUDERDALE, Florida 
American National Bank of Fort Lauderdale 
Broward National Bank 
Fort Lauderdale National Bank 
FORT WAYNE, Indiana 
Fort Wayne National Bank 
Lincoln National Bank & Trust Company 
FORT WORTH, Texas 
Continental National Bank of Fort Worth 
The First National Bank of Fort Worth 
The Fort Worth National Bank 
FRESNO, California 
Bank of America National Trust and Savings Association 
Security-First National Bank of Los Angeles 
GADSDEN, Alabama 
The American National Bank 
The First National Bank in Gadsden 
GAINESVILLE, Florida 
First National Bank of Gainesville 


GALVESTON, Texas 
The Moody National Bank of Galveston 


GARY, Indiana 
Gary National Bank 


GRAND RAPIDS, Michigan 
Old Kent Bank & Michigan Trust Company 
Peoples National Bank of Grand Rapids 


GREAT FALLS, Montana 
The First National Bank of Great Falls 
The Great Falls National Bank 


GREEN BAY, Wisconsin 
The Kellogg-Citizens National Bank 


GREENSBORO, North Carolina 
Guilford National Bank of Greensboro 
Security National Bank 


GREENSBURG, Pennsylvania 

Barclay-Westmoreland Trust Company 
GREENVILLE, Mississippi 

The Commercial National Bank 

The First National Bank 

Greenville Bank & Trust Company 
GREENVILLE, South Carolina 

The Peoples National Bank of Greenville 

The South Carolina National Bank 


GREENWOOD, Mississippi 
Bank of Commerce 


HARLINGEN, Texas 
The First National Bank of Harlingen 


HARRISBURG, Pennsylvania 
Dauphin Deposit Trust Company 
The Harrisburg National Bank 


HARTFORD, Connecticut 
The Connecticut Bank & Trust Company 
Hartford National Bank & Trust Company 


HATTIESBURG, Mississippi 
First National Bank 


HAZARD, Kentucky 
Peoples Bank 


HEMPSTEAD, New York 
The Second National Bank & Trust Co. of Hempstead 


e2le 








4296 


HOUSTON, Texas 
Bank of the Southwest, National Association 
First City National Bank 
The National Bank of Commerce of Houston 
Texas National Bank 


HUNTINGTON, West Virginia 
The First Huntington National Bank 


HUNTSVILLE, Alabama 
The First National Bank 
The Henderson National Bank 


HURON, South Dakota 
The National Bank of South Dakota 
Northwest Security National Bank of Sioux Falls 


INDIANAPOLIS, Indiana 
American Fletcher National Bank and Trust Company 
Fidelity Bank & Trust Company 
The Indiana National Bank of Indianapolis 
The Merchants National Bank & Trust Company 


INGLEWOOD, California 
Bank of America National Trust & Savings Association 
Security-First National Bank of Los Angeles 


JACKSON, Mississippi 
Deposit Guaranty Bank & Trust Company 
First National Bank 


JACKSON, Tennessee 
The First National Bank 
National Bank of Commerce 
Second National Bank of Jackson 


JACKSONVILLE, Florida 
The Atlantic National Bank of Jacksonville 
The Barnett National Bank of Jacksonville 
Florida National Bank of Jacksonville 


JAMAICA, New York 
The Chase Manhattan Bonk 


JAMESTOWN, New York 
Bank of Jamestown 
Chautauqua National Bank of Jamestown 


JEFFERSON CITY, Missouri 
Central Missouri Trust Company 


JERSEY CITY, New Jersey 
Commercial Trust Company of New Jersey 
The First National Bank of Jersey City 
Hudson County National Bank 
The Trust Company of New Jersey 


JOHNSON CITY, Tennessee 
Hamilton National Bank 


JOHNSTOWN, Pennsylvania 
Johnstown Bank & Trust Company 
United States National Bank in Johnstown 


JOLIET, Ilinois 
First National Bank of Joliet 


KANSAS CITY, Kansas 
The Commercial National Bank 
Security National Bank of Kansas City 


KANSAS CITY, Missouri 
City National Bank & Trust Company 
Commerce Trust Company 
The First National Bank 
Plaza Bank of Commerce 
Union National Bank of Kansas City 
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KINSTON, North Carolina 
Commercial National Bank of Kinston 
First-Citizens Bank & Trust Company 


KNOXVILLE, Tennessee 
Hamilton National Bank 
Park National Bank 


LAFAYETTE, Indiana 
Lafayette National Bank 
Purdue National Bank of Lafayette 


LAFAYETTE, Louisiana 
The First National Bank of Lafayette 
Guaranty Bank & Trust Company 


LA GRANGE, Georgia 
Citizens & Southern Bank of La Grange 
La Grange Banking Company 


LAKE CHARLES, Louisiana 
The Calcasieu-Marine National Bank 


LAKELAND, Florida 
The Florida National Bank at Lakeland 
Peoples Bank of Lakeland 


LANSING, Michigan 
American State Bank 
Bank of Lansing 
Michigan National Bank 


LAWTON, Oklahoma 
The American National Bank of Lawton 
The City National Bank of Lawton 
The Security Bank and Trust Company 


LEXINGTON, Kentucky 
First National Bank & Trust Company of Lexington 
Security Trust Company 


LIMA, Ohio 
The Metropolitan Bank of Lima 


LINCOLN, Nebraska 
The Continental National Bank of Lincoln 
The First National Bank of Lincoln 


LITTLE ROCK, Arkansas 
The Commercial National Bank of Little Rock 
Union National Bank 
Worthen Bank & Trust Company 


LONG BEACH, California 
Bank of America National Trust and Savings Association 
Security-First National Bank of Los Angeles 


LONGVIEW, Texas 
The First National Bank of Longview 
Longview National Bank 


LORAIN, Ohio 
The Cleveland Trust Company 


LOS ANGELES, California 
Bank of America National Trust & Savings Association 
California Bank 
Citizens National Trust & Savings Bank of Los Angeles 
Security-First National Bank of Los Angeles 
Union Bank & Trust Company of Los Angeles 


LOUISVILLE, Kentucky 
Citizens Fidelity Bank & Trust Company 
First National Bank 
Liberty National Bank & Trust Co. of Louisville 
Lincoln Bank & Trust Company 
The Louisville Trust Company 
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LOWELL, Massachusetts 
Middlesex County National Bank 
Union National Bank of Lowell 


LUBBOCK, Texas 
American State Bank 
The Citizens National Bank of Lubbock 
First National Bank 


LUFKIN, Texas 
The Lufkin National Bank 


LYNN, Massachusetts 
Essex Trust Company 
Security Trust Company 


MACON, Georgia 
The First National Bank & Trust Company in Macon 


MADISON, Wisconsin 
The First National Bank of Madison 


MALDEN, Massachusetts 
Malden Trust Company 


MALONE, New York 
The Northern New York Trust Company 


MANCHESTER, New Hampshire 
The Amoskeag National Bank of Manchester 


MANSFIELD, Ohio 
First National Bank 


MARYSVILLE, California 
Bank of America National Trust & Savings Association 


MASON CITY, lowa 
The First National Bank 
United Home Bank & Trust Company 


MEMPHIS, Tennessee 
The First National Bank of Memphis 
National Bank of Commerce in Memphis 
Union Planters National Bank of Memphis 


MERIDIAN, Mississippi 
The Citizens National Bank of Meridian 
Merchants & Farmers Bank 


MIAMI, Florida 
Dade National Bank of Miami 
The First National Bank of Miami 
Florida National Bank & Trust Company at Miami 


MIAMI BEACH, Florida 
The Miami Beach First National Bank 


MILWAUKEE, Wisconsin 
First Wisconsin National Bank of Milwaukee 
Marine National Exchange Bank 
Marshall & Ilsley Bank 


MINNEAPOLIS, Minnesota 
First National Bank of Minneapolis 
Midland National Bank of Minneapolis 
Northwestern National Bank of Minneapolis 


MINOT, North Dakota 
First National Bank 
The Union National Bank in Minot 


MISSOULA, Montana 
The First National Bank of Missoula 


MOBILE, Alabama 
The First National Bank of Mobile 
Merchants National Bank of Mobile 


MONROE, Louisiana 
The Ouachita National Bank in Monroe 


MONTCLAIR, New Jersey 
Montclair National Bank & Trust Company 


MONTGOMERY, Alabama 
The Alabama National Bank of Montgomery 
The First National Bank of Montgomery 


MOUNT VERNON, Illinois 
First National Bank 
Security Bank of Mount Vernon 


MUNCIE, Indiana 


The Merchants National Bank of Muncie 
Merchants Trust Company 


MUSKEGON, Michigan 


The Hackley Union National Bank & Trust Company 
The National Lumberman’s Bank of Muskegon 


NASHVILLE, Tennessee 
Commerce Union Bank 
First American National Bank 
Third National Bank 


NATIONAL STOCK YARDS, Illinois 
The National Stock Yards National Bank of National City 


NEWARK, New Jersey 
Fidelity Union Trust Company 
National Newark & Essex Banking Company 
National State Bank 


NEW BEDFORD, Massachusetts 


First Safe Deposit National Bank of New Bedford 
Merchants National Bank of New Bedford 


NEWBURGH, New York 
Highland National Bank 
The National Bank of Newburgh 


NEW HAVEN, Connecticut 
The First New Haven National Bank 
The Second National Bank of New Haven 
The Union & New Haven Trust Company 


NEW LONDON, Connecticut 
The Hartford National Bank & Trust Company 
The Union Bank and Trust Company 


NEW ORLEANS, Louisiana 
The Hibernia National Bank in New Orleans 
National American Bank of New Orleans 
The National Bank of Commerce in New Orleans 
Whitney National Bank of New Orleans 


NEW ROCHELLE, New York 
First Westchester National Bank 


NEW YORK, New York 
The Bank of New York 
Bankers Trust Company 
Belgian-American Banking Corporation 
Brown Brothers Harriman & Company 
The Chase Manhattan Bank 
Chemical Corn Exchange Bank 
Empire Trust Company 
Federation Bank & Trust Company 
Fiduciary Trust Company of New York 
The First National City Bank of New York 
Grace National Bank of New York 
Guaranty Trust Company of New York 
The Hanover Bank 
Irving Trust Company 
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Manufacturers Trust Company 

The Marine Midland Trust Company of New York 
J. P. Morgan & Co. Incorporated 

The New York Trust Company 

Schroder Trust Company 

Sterling National Bank and Trust Company 
Swiss Credit Bank 

United States Trust Company of New York 


NIAGARA FALLS, New York 
Power City Trust Office of The Marine Trust Company 
of Western New York 


NORFOLK, Virginia 
National Bank of Commerce of Norfolk 
The Seaboard Citizens National Bank of Norfolk 


OAKLAND, California 
American Trust Company 
Crocker-Anglo National Bank 
First Western Bank & Trust Company 


OAK PARK, Illinois 
Oak Park Trust & Savings Bank 


ODESSA, Texas 
The First National Bank of Odessa 
First State Bank 


OGDEN, Utah 
First Security Bank of Utah, N. A. 


OIL CITY, Pennsylvania 
First Seneca Bank & Trust Company 


OKLAHOMA CITY, Oklahoma 
The First National Bank & Trust Company 
The Liberty National Bank & Trust Company 
of Oklahoma City 


OMAHA, Nebraska 
First National Bank of Omaha 
The Omaha National Bank 
The United States National Bank of Omaha 


ORLANDO, Florida 
The First National Bank at Orlando 
Florida National Bank at Orlando 


OWENSBORO, Kentucky 
The Owensboro National Bank 


PADUCAH, Kentucky 
Citizens Bank & Trust Company 
The Peoples First National Bank & Trust Company 


PALM BEACH, Florida 
First National Bank 
PARKERSBURG, West Virginia 
Union Trust & Deposit Company 
PASADENA, California 
Bank of America National Trust & Savings Association 


First Western Bank & Trust Company 
Security-First National Bank of Los Angeles 


PASSAIC, New Jersey 
Passaic-Clifton National Bank & Trust Company 


PATCHOGUE, New York 
The Patchogue Bank 
The Peoples National Bank of Patchogue 


PATERSON, New Jersey 
County Bank & Trust Co. 
First National Bank & Trust Company of Paterson 
Franklin Trust Company of Paterson 
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PENSACOLA, Florida 
The Citizens & Peoples National Bank of Pensacola 
The First Bank & Trust Company 
Florida National Bank at Pensacola 


PEORIA, Illinois 
The Central National Bank & Trust Co. of Peoria 
Commercial National Bank of Peoria 
The First National Bank of Peoria 


PHILADELPHIA, Pennsylvania 
Broad Street Trust Company 
Central-Penn National Bank of Philadelphia 
Fidelity-Philadelphia Trust Company 
The First Pennsylvania Banking & Trust Company 
Girard Trust Corn Exchange Bank 
Liberty Real Estate Bank and Trust Company 
The Philadelphia National Bank 
Provident Tradesmens Bank & Trust Company 


PHOENIX, Arizona 
First National Bank of Arizona 
Valley National Bank 


PITTSBURGH, Pennsylvania 
Commonwealth Trust Company of Pittsburgh 
Fidelity Trust Company 
Mellon National Bank & Trust Company 
Peoples First National Bank & Trust Company 
Potter Bank & Trust Company 
The Union National Bank of Pittsburgh 


PITTSFIELD, Massachusetts 
The Agricultural National Bank of Pittsfield 
Pittsfield National Bank 


PLAINFIELD, New Jersey 
The Plainfield Trust Company 


PONTIAC, Michigan 
Community National Bank of Pontiac 
Pontiac State Bank 


PORT HURON, Michigan 
Michigan National Bank 
Peoples Savings Bank 


PORTLAND, Maine 
The Canal National Bank of Portland 
First Portland National Bank 


PORTLAND, Oregon 
The Bank of California, N. A. 
The First National Bank of Portland 
The United States National Bank of Portland 


POUGHKEEPSIE, New York 
The Fallkill National Bank & Trust Company 
of Poughkeepsie 
The First National Bank of Poughkeepsie 


PROVIDENCE, Rhode Island 
Industrial National Bank of Providence 
Rhode Island Hospital Trust Company 


PUEBLO, Colorado 
The First National Bank of Pueblo, Colo. 


RALEIGH, North Carolina 
First-Citizens Bank & Trust Company 
Security National Bank 
Wachovia Bank & Trust Company 


READING, Pennsylvania 
Berks County Trust Company 
The Reading Trust Company 
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RENO, Nevada 
First National Bank of Nevada 


RICHMOND, Virginia 
The Central National Bank of Richmond 
First & Merchants National Bank of Richmond 
State-Planters Bank of Commerce and Trusts 


ROANOKE, Virginia 
The Colonial-American National Bank 
The First National Exchange Bank of Roanoke 
Mountain Trust Bank 


ROCHESTER, New York 
Genesee Valley Union Trust Company 
Lincoln Rochester Trust Company 
Security Trust Company of Rochester 


ROME, Georgia 
The First National Bank of Rome 
The National City Bank of Rome 


RUTLAND, Vermont 
Killington Bank and Trust Company 
The Rutland County National Bank 


SACRAMENTO, California 
American Trust Company 
Bank of America National Trust and Savings Association 
Crocker-Anglo National Bank 


SAGINAW, Michigan 
Michigan Nationa! Bank 
Second National Bank of Saginaw 


ST. JOSEPH, Missouri 
American National Bank 
The First National Bank 
The Tootle National Bank of St. Joseph 


ST. LOUIS, Missouri 
The Boatmen’s National Bank of St. Louis 
First National Bank in St. Louis 
Manufacturers Bank & Trust Co. of St. Louis 
Mercantile-Commerce National Bank in St. Louis 
Mercantile Trust Company 
South Side National Bank 
Tower Grove Bank & Trust Company 


ST. PAUL, Minnesota 
The First National Bank of St. Paul 


ST. PETERSBURG, Florida 
The First National Bank in St. Petersburg 
Florida National Bank at St. Petersburg 
Union Trust Company 


SALINA, Kansas 
Farmers National Bank 
National Bank of America 
Planters State Bank 


SALISBURY, Maryland 
County Trust Company of Maryland 
The Salisbury National Bank 


SALT LAKE CITY, Utah 
First Security Bank of Utah, N. A. 
Walker Bank & Trust Company 
Zions First National Bank 


SAN ANTONIO, Texas 
The Alamo National Bank of San Antonio 
Frost National Bank of San Antonio 
National Bank of Commerce of San Antonio 
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SAN BERNARDINO, California 
Bank of America National Trust and Savings Association 
Security-First National Bank 


SAN DIEGO, California 
Bank of America National Trust and Savings Association 
The First National Trust & Savings Bank of San Diego 
San Diego Trust & Savings Bank 


SAN FRANCISCO, California 
American Trust Company 
Bank of America National Trust and Savings Association 
The Bank of California National Association 
Bank of Montreal (San Francisco) 
The Canadian Bank of Commerce (California) 
Crocker-Anglo National Bank 
First Western Bank & Trust Company 
Wells Fargo Bank 


SAN JOSE, California 
Bank of America National Trust and Savings Association 
The First National Bank of San Jose 


SANTA ANA, California 
First Western Bank & Trust Company 
Security-First National Bank of Los Angeles 


SANTA BARBARA, California 
Bank of America National Trust & Savings Association 
County National Bank and Trust Company 
Security-First National Bank of Los Angeles 


SAVANNAH, Georgia 
Savannah Bank & Trust Company of Savannah 


SCHENECTADY, New York 
The Schenectady Trust Company 


SCRANTON, Pennsylvania 
The First National Bank of Scranton 


SEATTLE, Washington 
The Canadian Bank of Commerce 
The National Bank of Commerce of Seattle 
The Pacific National Bank of Seattle 
Peoples National Bank of Washington in Seattle 
Seattle-First National Bank 


SHEFFIELD, Alabama 
State National Bank of Decatur 


SHREVEPORT, Louisiana 
Commercial National Bank in Shreveport 
The First National Bank of Shreveport 


SIOUX CITY, lowa 
The Live Stock National Bank 
The Security National Bank of Sioux City 
The Toy National Bank 


SIOUX FALLS, South Dakota 
Northwest Security National Bank of Sioux Falls 


SMITHFIELD, North Carolina 
First Citizens Bank and Trust Company 


SOUTH BEND, Indiana 
American Trust Company 
The National Bank & Trust Co. of South Bend 
St. Joseph Bank & Trust Company 


SOUTH GATE, California 
Bank of America National Trust & Savings Association 
Security-First National Bank of Los Angeles 
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SPARTANBURG, South Carolina 
The Citizens and Southern National Bank 


SPOKANE, Washington 
The Old National Bank of Spokane 
Spokane & Eastern Branch of Seattle-First National Bank 


SPRINGFIELD, Illinois 
The First National Bank of Springfield 
Springfield Marine Bank 


SPRINGFIELD, Massachusetts 
Springfield Safe Deposit & Trust Company 
The Third National Bank & Trust Co. of Springfield 
Valley Bank and Trust Company 


SPRINGFIELD, Missouri 
The Union National Bank of Springfield 


SPRINGFIELD, Ohio 
The First National Bank of Springfield 


STEUBENVILLE, Ohio 
First National Bank & Trust Company 


STOCKTON, California 
American Trust Company 
Stockton Savings & Loan Bank 


SYRACUSE, New York 
First Trust & Deposit Company 
Lincoln Notional Bank & Trust Co. of Syracuse 
Marine Midland Trust Company of Central New York 


TACOMA, Washington 
The Bank of California, N. A. 
National Bank of Washington 
Puget Sound National Bank of Tacoma 


TALLAHASSEE, Florida 
The Lewis Stote Bonk 


TAMPA, Florida 
The Exchange National Bank of Tampa 
The First National Bank of Tampa 
Seminole Bank of Tampa 


TERRE HAUTE, Indiana 
Terre Haute First National Bank 


TEXARKANA, Arkansas 
The State National Bank of Texarkana 


TEXARKANA, Texas 
The Texarkana National Bank 


TOLEDO, Ohio 
National Bank of Toledo 
The Ohio Citizens Trust Company 
The Toledo Trust Company 


TOPEKA, Kansas 
First National Bank of Topeka 
Merchants National Bank of Topeka 


TRENTON, New Jersey 
The First-Mechanics National Bank of Trenton 
The Trenton Banking Company 
Trenton Trust Company 


TROY, New York 
The Manufacturers National Bank of Troy 


TUCSON, Arizona 
Southern Arizona Bank & Trust Company 
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TULSA, Oklahoma 
The First National Bank & Trust Co. of Tulsa 
National Bank of Tulsa 

TUPELO, Mississippi 
The Bank of Tupelo 
Citizens State Bank | 
The Peoples Bank & Trust Co. 

TUSCALOOSA, Alabama 
The City National Bank of Tuscaloosa 
The First National Bank of Tuscaloosa 

TYLER, Texas 
The Citizens First National Bank 
The Peoples National Bank | 
Tyler Bank & Trust Co. 

UNION CITY, New Jersey 
Hudson Trust Company 

UNIONTOWN, Pennsylvania 
Gallatin Notional Bank 

UPPER DARBY, Pennsylvania 
The First Pennsylvania Banking & Trust Company 
Upper Darby National Bank 

UTICA, New York 
First Bonk & Trust Company of Utica 
The Oneida National Bank & Trust Co. of Utica 

VALDOSTA, Georgia 
The Citizens & Southern National Bank 
First National Bank 

VAN NUYS, California 


Bank of America Notional Trust & Savings Association 
Security-First National Bank of Los Angeles 


VICTORIA, Texas 
Victoria National Bank 





WACO, Texas 
The Citizens Notional Bank of Waco 
The First National Bank of Waco 


WALTHAM, Massachusetts 
Newton-Waltham Bank and Trust Company 


WASHINGTON, District of Columbia 
American Security and Trust Company 
The Lincoln National Bank of Washington 
The Munsey Trust Company 
National Bank of Washington 
The National Metropolitan Bank of Washington 
The Riggs National Bank of Washington 
Security Bank 
Union Trust Company of the District of Columbia 


WATERBURY, Connecticut 
Colonial Trust Company 


WATERTOWN, New York 
The Northern New York Trust Company 
The Watertown National Bank 


WAUSAU, Wisconsin 
First American State Bank 


WAYCROSS, Georgia 
Commercial Bank 
First National Bank in Waycross 


WEST PALM BEACH, Florida 
Atlantic National Bank of West Palm Beach 
Florida National Bank & Trust Co. at West Palm Beach 
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WHEELING, West Virginia 
The National Bank of West Virginia at Wheeling 
Wheeling Dollar Savings & Trust Company 


WHITE PLAINS, New York 
The County Trust Company 
National Bank of Westchester 


WICHITA, Kansas 
First National Bank in Wichita 
The Fourth National Bank in Wichita 


WICHITA FALLS, Texas 
City National Bank in Wichita Fails 
The First National Bank of Wichita Falls 


WILKES-BARRE, Pennsylvania 
The First-Second National Bank & Trust Company 
Miners National Bank of Wilkes-Barre 
Wilkes-Barre Deposit & Savings Bank 


WILLIAMSPORT, Pennsylvania 
Williamsport National Bank 


WILMINGTON, Delaware 
Delaware Trust Company 
Farmers Bank of the State of Delaware 
Wilmington Trust Company 
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WILMINGTON, North Carolina 

Security National Bank of Greensboro 

Wachovia Bank & Trust Company 

Wilmington Savings and Trust Company 
WILSON, North Carolina 

Branch Banking & Trust Company 
WINSTON-SALEM, North Carolina 

The First National Bank of Winston-Salem 

Wachovia Bank & Trust Company 
WORCESTER, Massachusetts 

Guaranty Bank & Trust Company 

The Mechanics National Bank of Worcester 

Worcester County Trust Company 
YAKIMA, Washington 

Yakima Valley Branch Seattle-First National Bank 
YOUNGSTOWN, Ohio 

The Dollar Savings and Trust Co. 

The Mahoning National Bank of Youngstown 

The Union National Bank of Youngstown 
HONOLULU, Territory of Hawaii 

Bank of Hawaii 

Bishop National Bank of Hawaii at Honolulu 
SAN JUAN, Puerto Rico 

The Bank of Nova Scotia 
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BANKS OF DEPOSIT AND LOAN ACCOUNTS 
AS OF MARCH 1, 1958 


CANADA 





CALGARY, Alberta 
Bank of Montreal 
The Canadian Bank of Commerce 
The Royal Bank of Canada 


CHICOUTIMI, Quebec 
Bank of Montreal 
Banque Canadienne Nationale 
The Royal Bank of Canada 


CORNER BROOK, Newfoundland 
Bank of Montreal 


EDMONTON, Alberta 
Bank of Montreal 
The Bank of Novo Scotia 
The Canadian Bank of Commerce 
The Royal Bank of Canada 


FORT WILLIAM, Ontario 
Bank of Montreal 
The Toronto-Dominion Bank 


HALIFAX, Nova Scotia 
Bank of Montreal 
The Bank of Nova Scotia 
The Canadian Bank of Commerce 
The Royal Bank of Canada 


HAMILTON, Ontario 
The Canadian Bank of Commerce 
The Toronto-Dominion Bank 


KINGSTON, Ontario 
Bank of Montreal 
The Royal Bank of Canada 


LETHBRIDGE, Alberta 
Bank of Montreal 
The Royal Bank of Canada 


LONDON, Ontario 
Bank of Montreal 
The Bank of Nova Scotia 
The Canadian Bank of Commerce 
The Royal Bank of Canada 


MONTREAL, Quebec 
Bank of Montreal 
Banque Canadienne Nationale 
Imperial Bank of Canada 
The Provincial Bank of Canada 
The Royal Bank of Canada 


NORTH BAY, Ontario 
Bank of Montreal 
The Canadian Bank of Commerce 
Imperial Bank of Canada 
The Royal Bank of Canada 


OSHAWA, Ontario 
Bank of Montreal 


OTTAWA, Ontario 
Bank of Montreal 
The Bank of Nova Scotia 
imperial Bank of Canada 
The Royal Bank of Canada 


QUEBEC CITY, Quebec 
Banque Canadienne Nationale 
The Provincial Bank of Canada 


REGINA, Saskatchewan 
Bank of Montreal 
The Canadian Bank of Commerce 
The Royal Bank of Canada 
The Toronto-Dominion Bank 


ST. CATHARINES, Ontario 
Imperial Bank of Canada 
The Toronto-Dominion Bank 


SAINT JOHN, New Brunswick 
The Bank of Nova Scotia 


ST. JOF!N’S, Newfoundland 
Bunk of Montreal 
The Bank of Nova Scotia 


SASKATOON, Saskatchewan 
Bank of Montreal 
The Canadian Bank of Commerce 
The Royal Bank of Canada 


SHERBROOKE, Quebec 
Bank of Montreal 
Banque Canadienne Nationale 


SUDBURY, Ontario 
The Canadian Bank of Commerce 


TORONTO, Ontario 
Bank of Montreal 
The Bank of Nova Scotia 
Banque Canadienne Nationale 
The Canadian Bank of Commerce 
imperial Bank of Canada 
The Provincial Bank of Canada 
The Royal Bank of Canada 
The Terento-Dominion Bank 


VANCOUVER, British Columbia 
Bank of Montreal 
The Canadian Bank of Commerce 
The Royal Bank of Canada 
The Toronto-Dominion Bank 


VICTORIA, British Columbia 
The Canadian Bank of Commerce 


WINDSOR, Ontario 
Bank of Montreal 
The Canadian Bank of Commerce 
imperial Bank of Canada 


WINNIPEG, Manitoba 
Bank of Montreal 
The Canadian Bank of Commerce 
imperial Bank of Canada 
The Royal Bank of Canada 
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BANKS OF DEPOSIT AND LOAN ACCOUNTS 
AS OF MARCH 1, 1958 
OTHER COUNTRIES 


ADELAIDE, Australia 
Commonwealth Trading Bank of Australia 


ANTWERP, Belgium 
Banque d’Anvers, S. A. 
Banque de Bruxelles, S. A. 
Banque de Commerce, S. A. 
Société Belge de Banque, S. A. 
Westminster Foreign Bank, Limited 


BIENNE, Switzerland 
Swiss Bank Corporation 


BRISBANE, Australia 
Commonwealth Trading Bank of Australia 


BRUSSELS, Belgium 
Banque de la Société Générale de Belgique, S. A. 
Guaranty Trust Company of New York 
Lloyd’s Bank (Belgium), S. A. 


BUENOS AIRES, Argentina 
The First National City Bank of New York 


BULAWAYO, Southern Rhodesia 
Standard Bank of South Africa, Limited 


CARACAS, Venezuela 
Banco de Venezuela, S. A. 
Banco Venezolano de Credito, S. A. 
The First National City Bank of New York 
The Royal Bank of Canada 


CIUDAD TRUJILLO, Dominican Republic 
The Bank of Nova Scotia 
The Royal Bank of Canada 


COPENHAGEN, Denmark 
Privatbanken i Kjobenhavn A. S. 


HAVANA, Cuba 
The Bank of Nova Scotia 
The Chase Manhattan Bank 
The First National Bank of Boston 
The First National City Bank of New York 
The Royal Bank of Canada 


JOHANNESBURG, South Africa 
Barclays Bank D.C.O. 
Standard Bank of South Africa, Limited 


LONDON, England 
Bankers Trust Company 
Barclays Bank, Limited 
Midland Bank, Limited 
Morgan Grenfell & Co., Limited 
The First National City Bank of New York 


LOWER HUTT, New Zealand 
Bank of New Zealand 
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LUTON, England 
Midland Bank, Limited 


MARACAIBO, Venezuela 
Banco de Maracaibo 


MELBOURNE, Australia 
Commonwealth Trading Bank of Australia 
Commercial Banking Company of Sydney, Limited 


MEXICO CITY, Mexico 
Banco Comercial Mexicano, S. A. 
Banco de Londres y Mexico, S. A. 
Banco de Mexico, S. A. 
Banco del Atlantico, S. A. 
Banco del Pais, S. A. 
Banco Nacional de Mexico, S. A. 
The First National City Bank of New York 


PERTH, Australia 
Commonwealth Trading Bank of Australia 


PORT ELIZABETH, South Africa 
Barclays Bank D.C.O. 
Standard Bank of South Africa, Limited 


PRETORIA, South Africa 
Barclays Bank D.C.O. 


ROTTERDAM, Holland 
Rotterdamsche Bank, N. V. 


SALISBURY, Southern Rhodesia 
Barclays Bank D.C.O. 
Standard Bank of South Africa, Limited 


SAO PAULO, Brazil 
Banco Comercial do Estado de Sao Paulo, S. A. 
Banco Comercio e Industria de Minas Gerais, S. A. 
Banco da Provincia do Rio Grande do Sul, S. A. 
Banco de Credito Real de Minas Gerais, S. A. 
Banco de Sao Paulo, S. A. 
Banco do Commercio e Industria de Sao Paulo, S. A. 
Banco do Estado de Sao Paulo, S. A. 
Banco Mineiro da Producao, S. A. 
Banco Moreira Salles, S. A. 
Banco Noroeste do Estado de Sao Paulo, S.A 
Bank of London & South America, Limited 
The First National Bank of Boston 
The First National City Bank of New York 
The Royal Bank of Canada 


STOCKHOLM, Sweden 
Stockholms Enskilda Bank, A. B. 
Svenska Handelsbanken, A. B. 


SYDNEY, Australia 
Commonwealth Trading Bank of Australia 


WELLINGTON, New Zealand 
Bank of New Zealand 
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[From Economic Report to the President, 1958] 


Taare E-1.—Indexes of output per man-hour for the private economy, 1948-57 


¥ 




















[1047 = 100} 
| 
| Based on man-hours paid ' | Based on man-hours worked ? 
] —— a , = we ; 
Nonagricultural industries 
Year letittaciasscitherackearetimeee ! N 
| Total | Agri- | | Total Agri- | cultural 
| culture 3 | | Manu- | Non- | j eulture?| — {n- 
| Total | factur- | manufac-| dustries 
| ing | turing | 
riapmae | fe 
Pi cuktnhecnssetone 104.9 1233.4 102.5 102. 5 | 102. 8 104.2 123.7 101.7 
A eee ee 107.0 | 114.7 106. 0 104.7 | 107.2 105. 4 | 113.8 104.2 
SR a oduct ieee 115.6 131.8 | 112.7 113.1 | 112.8 114.5 | 131.4 111.5 
DR aie oo okies edad 118.1 129.8 114.9 114.6) 115.1 118.8 12.0 115.7 
ih «200% sells anes «ie 121. 138 7 117.5 | 116.4 | 118.1 | 123.2 | 138.0 119.2 
Cs in ee aie 12% 2) 153. 6 | 120.4 | 120.3 | 1D 2 127.8 | 152.7 1222 
Seen... 2s A Ras 120.0 | 167.1 | 122.4 | 1233.7 121.9 | 131.5 | 166.3 | 125.1 
| | ' 
. ‘ 33. 5 ee 126.8 | 130.9 104.7 | 136.3 | 168.9 | 120.8 
1K4.6 | 175 8 127.1 | 131 4 125.1 | 137 9 175.0 | 130. 6 
Beet 5... eeeleten tk 137.0 | aye I 132.4 | 127.1 | 140.9 | 183.4 | 132. 6 
} | | | 
1“*Man-hours paid’ were derived from Bureau of Labor Statistics figures for the nonagricultural com - 


ponent and Bureau of the Census information for the agricultural component. They include the hours of 
unpaid family workers in addi to wage and salaried workers and the selfemployed. They cover paid 
holidays, vacations, and sick leave. 

*“ Man-hours worked” were derived from data of the Bureau of the Census, Department of Commerce. 
Like “man-hours paid,’’ they include the hours of all persons, whether employees or employers. They 
incorporate adjustments designed to eliminate holidays, vacations, and sick leave. 

4 Differs in concept from Department of Agriculture's productivity series based on requirements of equiv- 
alent adn)t man-hours. 

4 Derived from a Bureau of Labor Statistics index of net output for 1947-53 extended with the aid of Office 
of Business Economies data. 

5 Preliminary, subject to revision. 


Nore.—The indexes in this table were computed by Department of Labor, Bureau of Labor Statistics, 
from estimates of real product and man-hours. The rea! product estimates, at aan eg te , are 
based primarily on national! product statistics of the Department of Commerce, of B Eco- 


Source: Department of Labor (see note above). 
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I. Summary: Space Machines, Wages, And 


The American Economic Drift 


This study is not just about wages. It is about wages in the framework 
of our whole American economy. And it is about our economy in the 


full view of world events. We in the United States must now take this full 
view to survive. 


Full national security requires a full national economy 


The best expert judgment now is that we need at once to enlarge the 
annual rate of our basic national security efforts by several billion dollars. 
But even today, the official trend is to scrape along with less than this, on 
the false ground that we “cannot afford” what is vital. Equally dangerous 
is the trend toward paying for the needed missiles and other armaments 
by short-changing other essential elements in national security. These 
include research and education, highways and resource development, 
international economic cooperation, and a sense of economic security and 
progress at home. 

This study therefore proposes that we at once lift the annual rate of our 
basic national security outlays by about 3 billion dollars. The study pro- 
poses also that we expand very sizeably the annual rate of those domestic 
public programs upon which our national security in a broad sense de- 
pends absolutely. The study demonstrates that if we undertook these 
changes without tax increases, and even with some economically and 
socially desirable tax reductions for low-income families, we would still 
be able to balance the Federal Budget through the restoration of full em- 
ployment and full production. 

But where would the resources come from to do all of these needed 
things at once, or to do any of them sufficiently, if our whole economy 
continues to move down hill, or even stands still? To restore our national 
security, we must therefore restore our whole economy. We need at once 
a well-balanced expansion on many fronts to achieve the full employment 
and full production which can serve us adequately on all fronts. This 
study defines this needed expansion and how to achieve it. 

Wage trends are closely related to this whole problem. This is be- 
cause the slowdown of our whole economy during the most recent years, 
and the current recession, have occurred because wages and consumption 
have not expanded enough to call forth our full productive ability even if 
basic national security and other essential programs had been adequate. 
Wage earners and all consumers would now be willing to make sacrifices, 
if even full production could not yield enough to meet our enlarged na- 
tional security needs without such sacrifices. Such a time could come, 
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and then the remedy would be to increase taxes enough to divert enough 
of full production to the things we need most. But in recent years and 
down to now, the situation has been just the reverse. We have been 
“unable to afford” enough on any front only because we have been weak 
on all fronts. If wages and consumption were now lifted enough to ac- 
tivate our economy fully, total employment and production would become 
high enough to support the expanded national security and other vital 
domestic programs set forth above, to support farm restoration and larger 
business investment, and also to provide rising living standards for wage 
earners and all consumers. The power of our economic system to do all 
of these things at once, in proper balance, is the great source of our po- 
tential superiority over the totalitarians. But if the growing deficiencies 
in wages and consumption and the inadequacies of the public programs 
even now being proposed officially, force the recessionary economy still 
lower or prevent its full expansion, we shall find ourselves still less able 
“to afford” what we need most. 


The Russian advance and its meaning for us 


The Sputniks have wrung the admission from some of our leaders 
that it might take us ten years to catch up in some areas where we had 
been assured of our superiority. Still more recently, there has been 
disclosed an immense ten percent expansion of the Soviet economy during 
the past year. Within the next ten years, the Russians could catch up 
with us in the entire economic field. The situation is even more critical. 
The Soviets already have enough strength to compete with us in vital 
areas on several continents. This strength is being exerted in the form 
of powerfully effective propaganda, materials, skilled manpower, and 
rubles. 

This Soviet economic challenge is even more penetrating and dangerous 
than the challenge of the space machines. Our own economic superiority 
to date, far more than bases and weapons, has held together the free world 
alliance. Our ability to expand production and living standards has sym- 
bolized the worth of our system at home, and its capacity to function over- 
seas. A deepening American recession would mean that our representa- 
tives at the international council tables would be holding a four-card flush. 
This would cool our current allies. It would make for even cooler 
skepticism among hundreds of millions of peoples who should be our 
friends. Here at home, further economic troubles could swerve us even 
further than today from goals imperative for our survival. 


The American economic drift 


The recession of today represents a staggering waste of our potential 
strength. Some of our key industries are now operating at 30 percent or 


2 








_——s™ WwW 


al 
or 





ADMINISTERED PRICES 4311 


more below full capacity. With the true level of unemployment above 4 
million, we are close to 2 million jobs short of what might be called full 
employment. Our whole productive machinery is now idling along at an 
annual rate more than 32 billion dollars short of full production. 

These recessionary trends of today are only the latest results of a 
much longer-term and more profound drift. Our economy needs to grow 
about 4% percent a year in real terms to use our growing resources fully. 
This growth rate was actually exceeded on the average during the six-year 
period after World War II.* But during 1953-1957, the average annual 
growth rate in real terms slowed down to 2.7 percent. In 1957, we 
advanced only 2.1 percent. By fourth quarter 1957, we were barely 
moving forward at best, and may have been declining.** This progressive 
slowdown has, during the past five years as a whole, caused a loss of more 
than 78 billion dollars worth of production, and a loss of 8% million man- 
years of job opportunity. These excessive losses are why we have been 
“unable to afford” the national security and domestic programs essential 
to even moderate safety under current world conditions. 


Leading from weakness instead of strength 


In the face of this alarming deterioration, our national policies and 
psychology have been indeed perverse. We have feared that wages and 
living standards were advancing beyond our means. In fact, they have ad- 
vanced much too slowly to maintain full employment and full production. 
We have feared that employment and production were advancing too fast at 
an “inflationary” rate. In fact, the growth rate of our economy in real 
terms (adjusting for price change) has first slowed down to a creep, and 
now come practically to a halt. National economic policies have not 
dealt effectively with the price inflation which has in part caused and in 
part been caused by this inadequate economic growth. Instead, these 
national policies have fanned the inflationary elements, and smothered the 
growth elements. 


We should have been overcoming shortages—shortages measured 
against our huge domestic and international needs. Instead, we have 
bemoaned “surpluses” in the factory and on the farm, caused by our lack 
of determination to meet these huge needs. We should have been releas- 
ing our full productive powers to serve our closely interrelated require- 
ments for national security, scientific progress and education, resource 
development and farm restoration. Instead, we have tailored these re- 


* This period included the Korean war, but even during that war neither our 
manpower nor our other productive resources were strained; we met all needs and 
even reduced working hours. 

** This study went to press before final figures for December 1957 were available. 
Therefore, all fourth quarter figures in the study involve some estimates, which 
probably understate the extent of the recession. 
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quirements to what a retarded economy could “afford.” And even in a 
retarded economy, we could really have afforded more, if the yardstick 
had properly been the condition of the economy instead of the condition 
of the Federal Budget. Leadership, instead of telling us what we had to 
do because we could, has told us what we “couldn’t” do, when we 
“couldn’t” only because it wouldn’t lead the way. 


The wage lag and its significance 


As already indicated, our economic troubles have come mainly be- 
cause consumption has not expanded enough to absorb our rapidly grow- 
ing productive power. Per capita buying power actually declined in 1957 
as a whole. Total consumer buying power was declining by the fourth 
quarter of that year. Wages and salaries account for about two-thirds of 
total consumer income. In 1957, the real buying power of wages and 
salaries expanded only 1.9 percent. In fourth quarter 1957, wages and 
salaries were declining at an annual rate of between 2 and 3 percent. By 
this fourth quarter, the wages and salary lag came to 65 percent of the lag 
in total consumer income. These trends have caused the growing mal- 
adjustment between consumption and investment in the means of 
production. Investment and productive capacity outrunning consumption 
show that wages have not advanced enough, relative to the prices and 
profits which feed investment in productive capacity. Comparing the first 
three quarters of 1957 with the first three quarters of 1956, profits of large 
corporations had increased more than 50 percent faster than wage rates in 
all manufacturing. 

The extraordinary price inflation from early 1956 forward was not 
due to excessive wages or consumer buying power, relative to the produc- 
tion and supply of goods. From January 1956 to November 1957, indus- 
trial production declined 2.8 percent, but industrial prices rose almost 
4% percent. Similarly, price inflation has not been justified by business 
costs in the form of wages. Net profits after taxes would have been 
ample, without these price boosts. Comparing the first three quarters 
of 1957 with the first three quarters of 1956, unusually large price in- 
creases hiked profits after taxes by 8 percent in total manufacturing. 
Price jumps among leading corporations hiked profits after taxes 9 percent 
in petroleum products and refining, 17 percent in automobiles and parts, 
and 22 percent in iron and steel. Comparing the same two periods, large 
and harmful price increases for consumer goods enabled leading tobacco 
firms to lift their profits after taxes by 13 percent. In drugs, soaps and 
cosmetics, the profit lift was 18 percent. In electrical equipment, radio, 
and television, the profit lift was 32 percent. Leading firms in food 
products and beverages lifted their profits by another 7 percent, after 
lifting them 27 percent in 1956. 
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Real wage rates have tended to advance somewhat more slowly 
than productivity gains during periods when high productivity has been 
stimulated by properly expanding consumption in a fully expanding 
economy. But during the period 1953-1957 as a whole, when the ex- 
pansion of the whole economy was much too slow, mainly because 
wages and consumption expanded much too slowly, the rate of pro- 
ductivity gains fell drastically. Most significantly, under recessionary 
conditions in 1957 as a whole, a greatly accelerated decline in the rate of 
productivity growth was accompanied by an even sharper decline in the 
rate of real wage rate growth. By now, real wage trends are actually lagging 
behind productivity trends. Thus, the poor productivity record has not 
been due to technological factors, but rather to inadequate markets. All 
experience indicates that the restoration of a rate of overall economic 
expansion consistent with full employment and full production, dependent 
very largely upon expansion of wages and other consumer purchasing 
power, would result in rapid improvements in productivity. 


Private and public goals and policies 


The task immediately ahead is two-fold: (1) to restore and maintain 
full employment and full production; and (2) to use our growing resources 
in ways consistent with our domestic and international requirements. Be- 
tween now and 1960, we have the capability to increase employment by 
3.8 million. We can increase productivity, or output per man-hour, by 
more than 16 percent. We can lift the annual rate of our total national 
production by about 81 billion dollars. Yearly progress toward these 
goals would provide ample room for private gains in living standards at a 
good rate, sufficient enlargement of vital domestic public programs, and, 
above all, national security expansion of very large size. 

The restorative part of the task is primarily in the hands of private 
industry, if it acts before recession deepens to the point where the Govern- 
ment might need to fill in most of the gap. Key industries still have suf- 
ficent profit levels and other assets to expand real consumer purchasing 
power, through a combination of wage increases and price reductions. 
This would cause more employment and production. Public programs 
should also add to the expansion of employment, consumption, and pro- 
duction. Gradually but steadily, total wages and salaries in real terms 
need to rise by 1960 to about 41 billion dollars above the 1957 level. 
The larger markets thus created, and an entirely new national farm pro- 
gram moving toward parity of income for farmers, should lift net farm 
operators’ income by 1960 to about 8% billion dollars in real terms above 
the exceedingly low 1957 level. Average family income by 1960 should 
rise more than $1000 in real terms, and living standards would rise accord- 
ingly. With these expansions on the consumer side, total domestic busi- 
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ness investment by 1960 should be about 16 billion dollars above the 1957 
level. Corporate profits should be about 8% billion higher, and unincor- 
porated business and professional incomes about 614 billion higher, all in 
real terms. 


Federal programs, in addition to their stimulus to economic growth, 
should serve our great priorities of need. Measured on a per capita basis, 
or as a proportion of our total national production, these outlays are now 
dangerously inadequate. For all domestic programs, per capita Federal 
outlays need to be raised gradually from less than $150 in the 1958 
Budget to more than $182 in calendar 1960, expressed in 1956 dollars. 
This would stimulate, by that year, an approximate doubling of the annual 
rate of total educational outlays from all sources. It would enable us to 
double social security and welfare protection in all its forms, and to expand 
health facilities and services greatly. It would also help us between now 
and 1960 to build an average of more than 2 million. private and publicly- 
assisted new homes a year, to lift natural resource programs to about 50 
percent above recent levels, and to create a fully prosperous agriculture. 
We need to expand per capita Federal outlays for economic and technical 
development overseas from $12.51 in the President’s 1958 Budget to 
almost $19 by 1960, measured in 1956 dollars. All of these goals, private 
and public, leave room in a fully performing economy to lift the annual 
rate of national security outlays at once by about 3 billion dollars above 
the recent level, measured in current dollars. 


This program of Federal outlays in total would come to about 16 per- 
cent of full national production in 1960, contrasted with 17.4 percent 
of actual production in 1953-1957. The national debt would drop from 
almost 63 percent of national production in 1957 to about 5414 percent in 
1960. Sufficient economic expansion would result in a slight surplus in 
the conventional Budget, and a substantial surplus in the cash Budget. 
This would result without tax increases, and with a $100 lifting of the 
individual income tax exemption, or other equivalent action, to stimulate 
the consuming power of low-income groups. This adjustment in the tax 
burden on low-income families is especially desirable now, both on 
economic and equitable grounds. Consumption should further be stimu- 
lated by large improvements in minimum wage laws. 


All members of the National Committee of the Conference on Eco- 
nomic Progress, listed on the back cover of this study, do not necessarily 
subscribe to all of these analyses or recommendations, but all join in 
bringing the study to the public. The staff work on this study, directed 
by Leon H. Keyserling, has been done by Mary Dublin Keyserling and 
Philip M. Ritz. The Conference has benefited by comments from a 
number of economists and others. 
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II. Our Mounting Economic Dangers 


For a full year or longer, vital parts of our economy have deteriorated. 
By now, contrasted with a year earlier, unemployment has risen 21 per- 
cent, even though the average length of the work week has declined. 
Average real weekly earnings in manufacturing have fallen by $2.35, and 
depressed net farm operators’ income about 5 percent in real terms. 
Real per capita income after taxes—the measure of living standards—has 
dropped about $29. 

Industrial production is down almost 5 percent, private investment 
more than 514 percent and corporate profits 514 percent or more in real 
terms, and stock prices 11 percent. Inventories in manufacturing and 
trade have risen more than 314 percent.. 

The situation would look even worse, except for a risky credit boom 
which has partly masked the true state of affairs. Total consumer credit 
outstanding has risen 7 percent in twelve months. 

The serious size of these declines does not begin to portray fully our 
current economic difficulties. This is because these declines are measured 
against the levels of a year ago. But this is only a very imperfect meas- 
urement. For today, with more job seekers and more plants and tools, 
practically all types of economic activity should be much higher than a 
year ago, and this is doubly true because even a year ago we did not have 
full employment and full production. 


This vital need for economic growth has been widely misunderstood. 
While stressed by some, it has been grossly neglected by others. For 
several years, many leaders in Government and elsewhere spoke glowingly 
of “higher records than ever before,” neglecting the ominous slowdown of 
the rate of expansion and its natural consequences. They could not get 
it into their heads that, in our dynamic American economy, moving for- 
ward creepingly is really losing ground. 

During the past few years, our total economic growth in real terms 
has been very much short of the needed rate of growth for full prosperity. 
In the most recent year, actual growth shrunk to only about two-fifths of 
the needed rate. By fourth quarter 1957, the annual rate of our total 
economic activity was more than 32 billion dollars too low. 


Due to this, the true level of unemployment by fourth quarter 1957 
was more than 4 million, contrasted with 2.8 million in 1953, thus rising 


from 4.3 percent to 6 percent of the civilian labor force.* The duration of 
unemployment has also risen greatly. 


The following charts illustrate these dangerous trends. 


* These comparisons include all types of unemployment, full-time, temporary, and 
the full-time equivalent of part-time employment. 
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THE PAST YEAR HAS BEEN MARKED 
BY SERIOUS ECONOMIC SETBACKS 


Latest Available Dato Compared with Year Earlier 
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OUR ECONOMIC EXPANSION IS LAGGING 
FAR BEHIND THE 4-4.5% ANNUAL RATE 
REQUIRED FOR FULL PROSPERITY 


Total National Production (G.N.P) in 1956 Dollars 
UP 4.7°%% 
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LESS ECONOMIC EXPANSION 
MEANS MORE UNEMPLOYMENT 


LUMO La 


(Millions of Workers) 


Additional Unemployment 


Census Estimate 
of eer 








1953 1953-1957 1957 4th Qtr. 1956 4th Qtr. 1957 
Annual Average 


TRUE UNEMPLOYMENT AS PERCENT CIVILIAN LABOR FORC 


6.0% 6.0% 6.0% 








1953 1953-1957 1957 4th Qtr 1956 4th Qtr. 1957 
Annual Average 


DURATION OF UNEMPLOYMENT 


Average Weeks Unemployed Unemployed More 
Per Unemployed 15-26 Weeks Than 26 Weeks 
Worker As percent of total unemployed As percent of total unemployed| 
and actual number ond actual number 
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U/ Represents temporary layoffs, waiting for jobs to begin, plus the f 


ull time unemployment equivalent of 
employment due to economic reasons 


Dato: Actua! 1953-1956 and first eleven months 1957, Dept of Commerce; stimate of 4th qtr. 1957, 
Conference on Economic Progress 
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Ill. The Consumption Lag Is Basic 


It has almost always been true in the American economy, in peacetime 
or relative peacetime, that the lag of consumption behind our power to 
produce has been the central cause of economic trouble when it has come. 

This consumption lag was the main cause of the Great Depression. 
Almost all admit this now, but it took many people a couple of decades 
to see it as a matter of long hindsight. Similarly, in the most recent 
years, many people have failed to understand the consumption lag. Only 
a few months ago, some very high officials were urging the consumer to 
“buy less,” despite vast unused productive capacities. But by now, none 
can any longer deny the obvious and very serious consumption lag. 

In the period since the Korean war, consumption has needed to expand 
very rapidly, to catch up with consumption restraint during that war, and 
to provide markets for greatly expanded plants and machinery. But this 
did not happen within this period. Instead, the consumption lag became 
worse and worse; and during the past year, the actual expansion of 
consumption sank to a rate only about two-fifths the rate needed for full 
prosperity. In fourth quarter 1957, the annual rate of this consumption 
lag accounted for more than 24 billion dollars of the lag of 32.6 billion 
in total economic activity. Since the Korean war, consumption has never 
been restored fully to its necessary role in a relative peacetime economy. 

This is not because the American people have not wanted to buy 
things and improve their living standards. In fact, the real income after 
taxes or buying power of the people as a whole has lagged further and 
further behind their actual consumption. From 1956 to 1957, this buy- 
ing power grew only about half as fast as actual consumption. By fourth 
quarter 1957, total consumer buying power was actually declining. Per 
capita buying power declined in 1957 as a whole, and even more so in 
the fourth quarter. 

Most consumers have little or no savings. As their income situation 
has become more unsatisfactory, their debts have soared alarmingly in 
ratio to their incomes and in ratio to total economic activity. 

The following charts depict these unfavorable trends. 
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CONSUMPTION SHOULD EXPAND RAPIDLY 
ESPECIALLY IN PEACETIME 


Needed Consumption Growth in 1956 Dollors 
* 


Peace and War Transitional and Peacetime 
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Needed Annual Average Needed Annual Average Needed 


BUT ACTUAL CONSUMPTION EXPANSION 
HAS LAGGED FAR BEHIND NEEDS 


Actual Consumption Growth in 1956 Dollars 
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THIS CONSUMPTION LAG 
IS INCREASING DANGEROUSLY 


Billions of 1956 Dollars 


Consumption Needed 
for Full Prosperity 





Actual Consumption 


‘ 
Shh ||S||{’VAy 
4 


150 
' ' ‘ ‘ ‘ ' ' ' ' 
i947 48 49 50 51 52 53 54 55 56 aT 
Data: Actual consumption 1947-1956 ond Ist three quarters 1957, Dept of Commerce; conversions to constant dollors and 
estimutes of 4th. qtr 1957, of needed consumption and consumption lag, Conference on Economic Progress 



































4321 


ADMINISTERED PRICES 


THE LAG IN THE TOTAL ECONOMY 


THE CONSUMPTION LAG DOMINATES 
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CONSUMER INCOME AFTER TAXES HAS 
LAGGED EVEN BEHIND CONSUMPTION 


Rates of Change in 1956 Dollars 


pee Total Consumption 
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THE $ 53.6 BILLION CONSUMPTION LAG, 
1953-1957, ALSO REFLECTED AN EVEN 
LARGER LAG IN CONSUMER INCOMES 


Billions of 1956 Dollars 


Lag in Shortfall in Lag in 
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Dota: Actual, 1953-1956 and Ist. three qtrs. 1957, Dept. of Commerce; estimates of 4th. gtr. 1957, and of lags, 
Conference on Economic Progress 
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PER CAPITA INCOME AFTER TAXES 
— THE BASIS OF LIVING STANDARDS— 
IS ACTUALLY DECLINING 


Per Capita Consumer Income in 1956 Dollars 


2nd Qtr. 1957- 3rd Qtr. 1957- 
3rd Qtr. 1957 4th Qtr. 1957 
1956-1957 Annual Rate awed — 


1953-1957 


Annual Average 


DOWN 2.1% 
DOWN 3.1% 


.and MOST CONSUMERS HAVE LITTLE 
OR NO SAVINGS TO FALL BACK ON 


Percent of Spending Units Holding Liquid Assets of Indicated Amounts” 


Early 1957 


31% 
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Dota Actual per capita income - 1953 and ist. three quarters 1957, Dept. of Commerce; estimate of 4th quarter 1957, 
Conference on Economic Progress; Savings- Boord of Governors, Federai Reserve System 
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DUE TO SQUEEZE ON CONSUMER INCOME 
BUYING DEPENDS TOO MUCH ON CREDIT 
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...and CONSUMER DEBTS HAVE SOARED 
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IV. Wage Lag Underlies Consumption Lag 


In the eyes of some people, wages are always “too high.” In times 
of inflation, they blame it on wage increases, and say that any more wage 
increases would cause still more inflation. In times of stability, they say 
“don’t rock the boat.” And when a recession starts, they say that wage 
increases would aggravate all other difficulties. But these people seldom 
look at the facts about wages. Even less frequently do they examine the 
wage situation in terms of its true cause-and-effect relationships to the 
economy as a whole. 

Of course, these people admit as a general proposition that wages 
must grow if the economy is to prosper. History makes this clear. But 
they never want to apply this general proposition to specific cases at any 
given time. 

The specific facts are that wages and salaries usually come to about 
two-thirds of total consumer income; and the growing consumption lag 
has been caused largely by a growing wage lag. Since 1953, total wages 
and salaries in real terms have needed to grow by better than 414 percent 
annually to help maintain a full prosperity rate of economic expansion of 
nearly the same size. But for the period 1953-57 as a whole, total real 
wages and salaries expanded at an annual average rate of only about 3.1 
percent; from 1956 to 1957, they expanded only 1.9 percent; and from 
third to fourth quarter 1957, they actually declined at an annual rate be- 
tween 2 and 3 percent. 

By fourth quarter 1957, a real wage and salary lag at an annual rate 
of more than 20 billion dollars came to 65 percent of the lag in total 
consumer income. 

The wage lag and its damaging consequences are greatly accentuated 
by the wide prevalence of substandard wages, extending into most types 
of work. The wage lag is also the prime reason why the record in recent 
years has been so poor toward reducing the number of the millions of 
American families who live in poverty. For example, the average real 
incomes of all nonfarm families in the United States increased by 207 
dollars a year on the average during the period 1950-53; from 1956 to 
1957, the increase was only about 15 dollars, and much less of the in- 
crease, if any, accrued to low-income families. 

The following charts depict these wage and salary developments. 
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WAGES ARE THE MAINSTAY 
OF TOTAL CONSUMER INCOME 


Wages and Salaries, and Other Gonsumer Income,as Percent of Total Consumer income 
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THE GROWING LAG IN WAGES 
IS MAJOR FACTOR IN GROWING LAG 
IN TOTAL CONSUMER INCOME 
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THE WAGE LAG IS ACCENTUATED BY 
SUBSTANDARD WAGES IN SOME FIELDS 


Percent of Employed Men” Earning Less Than $ 2,000 in Money Income in 1955 
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...and WOMEN SUFFER MOST 
FROM SUBSTANDARD WAGES 
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THE WAGE LAG HAS SLOWED THE RATE 
OF FAMILY INCOME PROGRESS 


Trends in Average Income ~ of Nonfarm Families in 1956 Dollars 
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THE NUMBER OF LOW INCOME FAMILIES 
REMAINS EXCESSIVE 


Estimated Number and Percent of Multiple Person Nonfarm Families 
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V. Wages Have Lagged Behind Investment 
In Means Of Production 


Before looking at the relationship between wages and prices or profits, 
it is desirable to look at the relationship between wages and business 
investment. This is because wage growth is the main factor in building 
our ability to consume, while business investment growth is the main 
factor in building our ability to produce. To keep our ability to consume 
and to produce in good balance, which is our main economic task, the real 
buying power of wages, and the real volume of business investment, 
must advance in good balance. 

Prices and profits affect this real buying power of wages and volume 
of business investment. ‘Consequently, before judging whether wages or 
prices or profits are “too high,” or “too low,” or just about right, we must 
compare real wage and real investment trends and see what they mean. 

During the past few years, and especially the last two years, total 
investment in plant and equipment has expanded out of all workable 
proportion to the expansion of wages and salaries and consumption. In 
1957 as a whole, while the rate of this investment growth declined, the 
rate of wage and salary growth declined much faster, so the imbalance 
became even worse. 

This explains the vast unused plant facilities of today, ranging from 
10 to 20 or even 30 percent of capacity in some basic industries. 

The trend has been acute in key large-scale industries. Comparing 
1956 with 1955, total plant and equipment investment had expanded 
more than twice as fast as total wages and salaries in communications 
and public utilities, about 2/2 times as fast in mining, and almost 14 times 
as fast in textile mills. In automobiles, total wages and salaries declined 
almost 9% percent, while investment increased almost 50 percent. 

Comparing third quarter 1957 with first quarter 1956, plant and 
equipment investment had expanded more than 4 times as fast as wage 
rates* in petroleum and coal products, more than 9 times as fast in iron 
and steel, and almost 6 times as fast in electrical machinery. 

In recent months, the investment boom has started to wane, even rela- 
tive to wages and consumption. This will lead some people to say that 
our first task now is to favor and stimulate investment. But this confuses 
cause and effect. Even in fourth quarter 1957, measured against full 
prosperity needs, the size of the investment lag was a small fraction of 
the lag in wages and salaries and consumption. 

All this is shown by the following charts. 








* Wages rates used because of availability of more recent data. Period selected to 
show as much of past two years as available data permit. Quarterly investment 
figures are seasonally adjusted. 
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WAGES AND CONSUMPTION HAVE LAGGED 
BEHIND BUSINESS INVESTMENT IN 
THE MEANS OF PRODUCTION 


Rates of Growth in 1956 Dollars 
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..and THIS EXPLAINS THE VAST 
UNUSED CAPACITIES OF TODAY 


Utilization of Productive Capacity, Third Quarter 1957 
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IN KEY LARGE SCALE INDUSTRIES 
WAGES HAVE RISEN FAR LESS THAN 
INVESTMENT IN PLANT AND EQUIPMENT 


Percent Change in Wages and Salaries and Expenditures for Plant and Equipment 
1955 -1956 In Gurrent Dollars 
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[=] Total investment 


PROCESSED FOOOS\ TEXTILE MILL PRIMARY PETROLEUM 
AND KINDRED PRODUCTS METALS AND COAL 


PRODUCTS PRODUCTS 


DOWN 
94% 


+ 
{ 
| 
| 
| 
{ 
\ 
| 
| 
| 
I 
| 
| 
I 
| 
| 
| 
! 
| 
| 
| 
| 
\ 


AUTOMOBILES RAILROADS ‘'COMMUN/CATION. 
AND AND 


EQUIPMENT YTILITIES 





ADMINISTERED PRICES 


THE PACE OF WAGE RATE INCREASES 
HAS LAGGED BEHIND INVESTMENT RISE 


Rate of Increase in Average Hourly Earnings of Production Workers 
and in Investment in Plant and Equipment in Key industries 
First Quarter |1956- Third Quarter 1957 in Current Dollars 
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THE BUSINESS INVESTMENT BOOM 
—LONG OUTRUNNING CONSUMPTION— 
IS NOW TAPERING OFF THREATENINGLY 


investment in Producers’ Durable Equipment and Nonresidential Construction, 1956 Dollars 
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VI. Wages Have Lagged Behind Profits 


Wages and profits should not always grow at the same rate. Nor is 
there any always-correct figure for the growth of either; the state of our 
economy at the given time should govern. Real wages should grow 
enough to help maintain a full-prosperity level of consumption. Profits 
should grow enough to help maintain a full-prosperity level of investment 
in the means of production. 


Our economic trouble today, arising from an investment boom far 
outrunning wages and consumption, is clear indication that wages have 
lagged behind profits in a meaningful economic sense. This conclusion is 
reinforced because the disproportionate investment boom has been 
financed to a large extent from internal sources—that is, from profits and 
depreciation and depletion allowances rather than from borrowing. Lib- 
eralized allowances for depletion and depreciation have led to understate- 
ment of true profits. At least to this extent, the very recent “profit 
squeeze” is exaggerated. 


The growing maladjustment between consumption and production 
could have been corrected if the wages which feed consumption had grown 
faster than the profits which feed investment in the means of production. 
But comparing the first three quarters of 1957 with the first three quarters 
of 1956, profits of large corporations increased more than 50 percent 


faster than wage rates in all manufacturing, twice as fast as wage rates in 


petroleum and products, and three times as fast in automobiles and iron 
and steel. 


Similarly, wages have lagged far behind other types of income which 
feed investment. Under the devastating hard money policy, comparing 
September 1957 with 1952, the interest rates paid to those who make 
short-term loans to our Government were up more than 4 times as much 
as wage rates. Wage earners are among those paying taxes to support 
these interest bonanzas. During the whole period 1953-57, total dividends 
increased 80 percent faster than total wages and salaries, and total per- 
sonal interest income about 110 percent faster. 


Of course, when a recession commences, profits tend to slow down 
even faster than wages. But the cause generally is inadequate wages and 
consumption. Furthermore, allowing for existing profit levels, accumu- 
lated reserves, and tremendous fixed assets, leadership industries in the 
main still have room to make the needed wage and price adjustments. If 
they do so in time, they too will benefit. If not, the recession might get 
so big that the Government might have to fill in much of the gap. 


The following charts reveal the lag of wages behind profits. 


27 











4336 ADMINISTERED PRICES 


TOTAL FUNDS USED BY CORPORATIONS 
HAVE INCREASED 
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PROFITS OF LEADING CORPORATIONS 
HAVE RISEN FASTER THAN WAGE RATES 


Rate of Increase in Profits and in Average Hourly Earnings of Production Workers 
in Key Industries, First Three Quarters 1956- First Three Quarters 1957 
i In Current Dollars 
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WAGE RATES HAVE RISEN SLOWLY 
COMPARED WITH INTEREST RATE GAINS 


Rate of increase in Average Hourly Earnings of Production Workers 
and in Interest Rates, '952-Oct. 1957, in Current Dollars 
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VIL Wages Have Trailed Prices, and Wage 
Costs Have Not Justified Price Inflation 


No subject has been marked by more deliberate misrepresentation and 
honest public misunderstanding than the relationship between wages and 
prices. 

A part of the public has even been led to believe that wage rates and 
prices must usually advance at the same rate, and that stable prices depend 
upon stationary wage rates. This is nonsense. If wage rates did not rise 
faster than prices, or prices drop without wage rate reductions, the stand- 
ard of living could never advance. There could never be enough more 
real purchasing power to match our rapidly increasing productive power. 
The whole history of our economic progress has been based upon wages 
and other consumer incomes rising enough faster than prices to increase 
real purchasing power sufficiently. We have had nothing but trouble 
when this has not happened. 

Much more of the public has been led to believe that, when price in- 
creases have followed wage increases, the price increases have been caused 
and justified by the wage increases. This is generally not true. Wage 
earners have been put in an unfair public relations box. If they do not 
get adequate wage increases, the whole economy suffers. If they do get 
adequate wage increases, these are sometimes used as a pretext for imme- 
diate and unjustified price increases—and again, the whole economy 
suffers. 

Wage increases are usually proper when needed to help expand 
consumption, in line with growing productive power. Profit increases 
are usually proper when needed to cover a fair return on equity and to 
cover their appropriate portion of investment in the means of production, 
in balance with growing consumption. In general, in a prosperous and 
growing economy, both of these objectives can and should be accomplished 
at a fairly stable price level. 

Thus, it is erroneous to look primarily at the relative size of wage rate 
and price increases, or to ask which came first, or which is chasing the 
other. If total real wages have lagged seriously behind the real volume 
of investment in the means of production, real wage rates have been rela- 
tively too low, and prices have been relatively too high because they have 
yielded enough retained earnings despite excellent dividends to feed this 
relatively excessive investment. This is perfectly consistent with saying 
that money wage rates could and should have advanced less than they did, 
and still have provided enough real buying power, if prices had not 
advanced excessively. 

The previous sections make it very clear that real wages have lagged 
seriously in this basic sense. This highly significant conclusion is 
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strengthened when we look at recent price and profit trends in key large- 
scale industries. From 1956 to date, the rapid price inflation (until the 
most recent months) has yielded extraordinary profit gains feeding the 
relatively excessive investment boom in producers’ goods. Comparing 
the first three quarters of 1957 with the first three quarters of 1956, 
unusually large price increases have hiked profits after taxes by 8 percent 
in total manufacturing, 9 percent in petroleum products and refining, 17 
percent in automobiles and parts, and 22 percent in iron and steel.* 

In the consumer commodity field, the very large and harmful price 
increases for almost all items similarly brought excessive and unneeded 
profit increases to leading large-scale enterprises. For example, compar- 
ing 1956 with 1955, leading food chains lifted their profits after taxes by 
27 percent, drugs and medicine firms by 30 percent, and construction 
firms by 52 percent. Comparing the first three quarters of 1957 with 
the first three quarters of 1956, leading firms in food products and bever- 
ages lifted their profits by another 7 percent; in tobacco by 13 percent; 
in drugs, soaps and cosmetics by 18 percent; and in electrical equipment, 
radio and television by 32 percent. 

This picture has not been uniform throughout the economy. The 
price and profit inflation has been selective and characteristic mainly of 
the business giants who “administer” their prices with relative freedom 
from the classical laws of “supply and demand.” Most of this price and 
profit inflation, as we have seen, has occurred when demand and sales 
were falling far behind productive capacities. 

The huge return after taxes on investment, or on average stockholder 
equity, is another evidence of unwarranted price inflation relative to busi- 
ness costs, with the largest firms faring much better than those of small 
or medium size. Still another evidence is an increase since 1952 of more 
than 50 billion dollars in the accumulated productive assets of manufac- 
turing concerns, mostly the largest units. These trends indicate additional 
room for wage and price adjustments despite the so-called “profit squeeze.” 

The following charts illustrate how prices and profits far outran any 
requirements imposed by wage or other cost trends. 


* The 1956 steel stoppage affected these figures, but steel profits nonetheless have 
been very high. 
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INFLATION OF WHOLESALE PRICES 
WORST IN LARGER SCALE INDUSTRIES 
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CONSUMER PRICE INFLATION 
HAS BEEN SERIOUS 
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PRODUCTIVE ASSETS OF LARGE FIRMS 
HAVE GROWN ENORMOUSLY, 1952-1957 


Total Gross investment in Property, Plant and Equipment by Munufacturing Concerns 
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VIIl. Wages Have Not Caused Inflation 
Through Too Much Purchasing Power, And 
Full Employment Is Not Inflationary 


The argument is very popular in some quarters that wage trends have 
caused price inflation, by creating excessive purchasing power and demand 
for goods relative to the available supply of goods. This was a real 
problem during wartime, and wage earners accordingly accepted many 
restraints. But it has not been the real problem in recent years. 

There is an equally misguided idea that full employment and full 
prosperity are necessarily inflationary, and that huge lags in employment 
and wages, consumption and production, are the necessary cost of price 
stability. This “healthy readjustment” theory accounts for the hard 
money policy, and other repressive policies now bearing their bitter fruits. 


During the 1949-1953 period, despite the Korean War, price inflation 
averaged very much less than during the recent period, although in this 
earlier period there was reasonably full employment and production, 
coupled with a rate of overall economic growth almost twice as high as 
during the recent period. Similar conclusions are indicated by the long 
period running back to 1933. 

In vivid contrast, the recent price inflation from the start of 1956 
until the most recent months—the fastest ever except in time of war or 
reconversion from war to peace—was due mainly to the ability of highly 
selective “price administrators” to lift their prices in order to reach for 
high or excessive returns despite a slack economy and inadequate econom- 
ic growth. This malpractice has by now aggravated the unfavorable 
economic trends it sought to escape from. 

From the first half of 1956 to the first half of 1957, sharply rising 
sales by some leading industries were accompanied by sharply rising 
prices—an unwarranted procedure. But later developments have refuted 
the notion that administered price inflation is caused by the high pressure 
of demand for products. From January 1956 to November 1957, indus- 
trial production declined 2.8 percent, but industrial prices rose almost 414, 
percent;* petroleum production declined 3.5 percent, but prices rose 5.4 
percent; electrical machinery production fell 114 percent and steel produc- 
tion fell 20 percent, but prices rose almost 14 percent and 1614 percent, 
respectively. ** 

The following charts illustrate this section. 
* The all-commodities wholesale price index, including not only industrial products 


but also farm products and processed foods, rose about 5/2 percent. 
** For food price picture, see preceding Chapter VII. 
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FROM EARLY 1956, PRICES MOVED UP 
WHILE THE ECONOMY GREW LITTLE 
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WHEN SALES OF SOME BIG CONCERNS 
ROSE RAPIDLY, THEY LIFTED PRICES 
INSTEAD OF HOLDING THEM STEADY 


Percentage Increase in Sales of Large Corporations and in Wholesale Prices in These Industries 
First Half 1956 - First Half 1957 
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IX. Wage Rates Have Not Been Too High 
From Viewpoint Of Productivity 


It is widely asserted that wage rates in the most recent years have 
increased more rapidly than productivity, or output per man-hour. The 
position is then taken that this asserted trend has necessitated inflationary 
price increases. This position is wrong. 

First, it is said that wage rate increases larger than productivity gains 
caused price inflation by adding to purchasing power faster than the addi- 
tions to the supply of goods. And second, it is said that wage rate in- 
creases larger than productivity gains added to labor costs per unit of 
production, and therefore forced employers to raise prices. 

It is probably true that uniformity of wage rate increases and produc- 
tivity gains is a workable rule of thumb when the division of business 
revenues between wages and profits is already in fairly good balance, and 
conducive to good balance between growth of consumption and growth 
of investment in the means of production. But when these factors are 
already badly out of balance, or when a new balance is needed as it was 
after the Korean War, then exact uniformity in wage rate increases and 
productivity gains actually prevents the needed readjustment. 

Moreover, even when this balance exists at any given time, the situa- 
tion remains dynamic. With sufficiently expanding production and sales, 
some costs to the employer other than labor costs may be reduced per 
unit. This may enable him to maintain his unit profit margins despite 
stable or even some increasing labor costs per unit of production or sales. 
In fact, with sufficiently expanding production and sales, an adequate 
growth in total profits and investment may at times be achieved with some 
reduction in profit margins per unit. The maintenance of existing profit 
margins per unit of expanding production or sales may at times lead to 
relatively excessive total profits, investment, and productive capacity. 

In recent years, it appears that an adequate level of profits and invest- 
ment in the means of production, relative to consumption, would have been 
achieved without the excessive price increases which have taken place. 
Thus, it appears that wage rate increases in general have not justified the 
recent price inflation on the “cost-push” side. It also appears that total 
wages and salaries in recent years have not grown nearly rapidly enough 
to consume the product of full employment and full production at actual 
price levels. Thus, the increases in money wage rates in general appear 
not to have advanced at such speed as to be the cause of the recent price 
inflation, looking at it from the consumer buying or “demand-pull’”’ side. 
It thus appears that money wage rates have advanced much too slowly 
relative to prices, and that real wage rates in general have advanced much 
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too slowly relative to the need for consumption, and relative to the actual 
real volume of profits and investment, regardless of whether they have 
advanced more or less than productivity. 

It is also desirable to examine whether wage rate increases have in 
fact outrun productivity gains, and if so, what this means. The facts 
indicate this: When our economy is operating close to full employment 
and full production, and achieving a satisfactorily high rate of overall 
economic growth, the problem of wage rates rising faster than productiv- 
ity hardly arises. During the period 1947-53, when the economy ex- 
panded at an annual average rate of 4.7 percent in real terms, nonagricul- 
tural average hourly wage and salary rates rose at an annual average rate 
of 2.9 percent in real terms, while nonagricultural productivity* rose at an 
annual average rate of 3 percent. 


But when the whole economy is slack, and operating far below full 
employment and full production, productivity is adversely affected far 
more than wage rates, until an absolute recession occurs. During the 
period 1953-1957, when the whole economy expanded at the seriously 
deficient annual average rate of only 2.7 percent in real terms, and when 
the lag behind full employment and full production was very substantial, 
nonagricultural average hourly wage and salary rates showed an annual 
average increase of 3 percent in real terms, while nonagricultural output 
per employee hour grew at an annual average rate of only 2.1 percent. 
Under such circumstances, it appears that real wage rates grew more 
rapidly than productivity, not because wage rates grew too fast, but 
rather because productivity grew too slowly.** 

The long-run trend of productivity in the American economy has been 
to grow at an accelerating rate. This trend should certainly not have been 
interrupted during the most recent years, when new plants and new tools 
were being created more rapidly than ever before, when automation was 
making itself felt, and when both labor and management were enlarging 
their skills. The only cogent explanation of the sharp decline in the rate 
of productivity growth is that the growing insufficiency of demand for 
products, and the growing under-utilization of plant and equipment, have 
made themselves felt throughout the whole industrial process. There has 
been a generalized slowdown, which has been the cause rather than the 
result of the unsatisfactory productivity trends. 


If business opportunity to sell its products had continued to grow fast 
enough to maintain full employment and full production, productivity 
probably would have advanced even more rapidly in the most recent years 


* Measured in terms of output per hour worked by employees. 

** Actually, during most of this period, productivity advanced faster than wage 
and salary rates, and when the opposite was the case, it was due to general economic 
rather than technological causes. 
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than in the 1947-1953 period, and productivity probably would not have 
lagged behind real wage rates at any time. This being the case, it is 
absolutely upside-down to talk about holding the growth of wage rates 
down to a deplorable productivity record, which itself resulted primarily 
from inadequate wages and consumption. If this wage rate course were 
to be followed, all of the forces making for a deepening recession would be 
multiplied. 

The best way to prove this is to look at what has happened most 
recently, under a mounting recessionary trend. Comparing 1957 with 
1956, nonagricultural productivity growth fell further to only 1.7 percent, 
while nonagricultural average hourly wage and salary rates in real terms 
grew only an estimated 1.4 percent, or even less than productivity. Does 
the fact that wage rate growth most recently has fallen even below the low 
productivity growth rate augur well for an improved overall economic 
picture, or even for an improved profit picture? Would a further slow- 
down in wage rate growth, with a consequent further rise in the size of the 
consumption lag and in the amount of unemployment, be helpful to pro- 
ductivity? Obviously not. 

The time is long overdue for us all to realize that the way to lift 
productivity is to release our full technological capabilities, and that this 
depends upon a full employment and full production program, with wages 
and consumption attuned to this objective. This means that wage rates, 
and all other economic policies, should be developed in terms of our full 
technological capabilities. If we want to restore and maintain full pros- 
perity and full productivity, we must adjust to these purposes, not adjust 
against them. If we adjust everything to a small recession, the recession 
will spiral downward. 

Now let us tie in this examination of wages and productivity with the 
previous examination of price inflation in a retarded economy. The lags 
in production and sales, which have resulted from inadequate markets, 
have led to administered price increases in a shortsighted effort to compen- 
sate for these lags. Similarly, instead of trying to reduce real business 
costs per unit by the higher productivity which expanding markets would 
encourage, some key industries have increased prices to compensate for 
the higher production costs per unit which result from the lagging produc- 
tivity affected by inadequate markets. And these higher prices, by re- 
stricting markets further, tend to freeze the lower productivity. 

There is need for a thorough reconstruction of economic thinking on 
this whole subject. The economic history of the past few years should 
turn economists and others away from their dangerous obsession that full 
employment and full production are inflationary. This history should 
bring home the realization that full employment and full production in 
relative peacetime are far less inflationary than conditions which exist in 
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a retarded economy prior to the advent of recession. 

This discussion of wages and productivity would be incomplete with- 
out pointing out that in manufacturing, where prices and profits have been 
seriously out of line on the high side, wage rates in the long run have 
trailed productivity. Average real hourly wage and salary rates in manu- 
facturing advanced considerably more slowly than productivity during the 
1947-1953 period as a whole. This was not too serious, because during 
the Korean War consumption needed to be relatively restrained, with 
considerable reliance on equitable tax measures. These wage and salary 
rates advanced more than productivity by only a tiny amount during the 
1953-1956 period as a whole; and this tiny amount was not enough, 
in view of the need for a rapid shift toward consumption after the Korean 
war. For the period 1947-1956 as a whole, wage and salary rates in 
manufacturing advanced considerably less than productivity, and this was 
certainly undesirable. Productivity trends for manufacturing in 1957 are 
not yet very clear, and in any event they have been greatly influenced by 
recessionary developments. 

It is frequently argued that real wages in the organized and relatively 
prosperous branches of industry should grow much more slowly than 
productivity in these industries, so that there could be price reductions to 
share a part of these productivity gains with other consumers in other 
areas. In some industries, there is room for price reduction even with 
existing wage policies. Nonetheless, there would be much merit in the 
principle of dividing productivity gains between some wage increases and 
some price reductions, if there were any way of getting the most prosperous 
industries to follow this kind of price policy instead of the kind of inflation- 
ary price policies which they have been following so long as they could. 

If there were the right kind of adjustments in private economic policies, 
and also in public programs, relatively well-positioned wage earners have 
already demonstrated that they would be fully willing to share their pro- 
ductivity gains with the whole consuming public. This would benefit 
wage earners, as well as others, by accelerating the economic progress of 
the whole Nation. But these wage earners cannot reasonably be expected 
to yield a larger part of productivity gains to those very elements whose 
excessive shares of the national product have already caused so much 
trouble for wage earners and for the whole economy. 

The following charts bear upon this productivity problem. 
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WAGE RATES IN MANUFACTURING 
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X. Wages And The Public Interest 


Despite widespread propaganda blaming wage increases for most of 
our economic troubles, these troubles have been due largely to the lag in 
wages behind requirements for full prosperity. 

The total wage and salary lag of 4514 billion dollars, during the five- 
year period 1953-1957 as a whole, has interacted with a lag of 8’ million 
in total man-years of employment during the same period as a whole.* 
Inadequate wages for those employed, by affecting consumer purchasing 
power, have caused unemployment. And unemployment resulting from 
other causes, such as the lag in farm income and the lag in public outlays 
for vital domestic programs and national defense, have added to the 
wage lag. 

These lags in employment and wages have contributed to a lag over 
this five-year period of $1300 in the average income of all American 
multiple-person families in all occupations. By slowing down the growth 
in the consumption of farm products, these wage and employment lags 
have contributed—though not nearly so much as the dismal national 
farm policy—to a more than 23 billion dollar lag in net farm operators 
income during the same five-year period as a whole. 

Despite some excessive relative shares going to some business units 
in a retarded economy, the whole business community—including these 
units—would have fared much better in abgolute terms with full economic 
growth. During the five-year period as a whole, corporate profits would 
have been about 12 billion dollars higher, unincorporated business and 
professional income about 614 billion higher, total sales to consumers 
about 531% billion higher, total private business investment about 12 bil- 
lion higher, rental income of persons about 32% billion higher, and divi- 
dends about half a billion higher. 

With a moderate part of the 781, billion dollar lag in total economic 
activity during this five-year period, and consistently with the other 
progress depicted above, we could have reduced immensely the deficiencies 
in school buildings, teachers’ salaries, and medical care; replaced one mil- 
lion slum dwellings with good homes; and doubled old-age assistance pay- 
ments and old-age insurance benefits. We could have increased interna- 
tional economic assistance by more than half, and had the national de- 
fenses which we have been told we “could not afford.” We have not had 
enough of anything, because we have not used fully the fantastic produc- 
tive power which could provide us with enough of everything. 

The following charts relate wages to the public interest. 


* Including about 2 million representing the full-time unemployment equivalent 
of part-time employment and temporary layoffs. 
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THE FIVE YEAR WAGE LAG, 1953-1957 
BY ITS EFFECT ON WHOLE ECONOMY 
HURT MAJORITY OF ALL THE PEOPLE 
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$78+ BILLION LAG IN TOTAL ECONOMIC 
ACTIVITY, 1953-1957, STUNTED VITAL 
DOMESTIC PROGRAMS AND DEFENSE 
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XI. Wage Progress And The Farmer 


In view of constant agitation to the effect that such gains as wage 
earners have achieved have been injurious to farmers, these facts should 
be stressed: If not for rising wages and consumption, closely paralleled 
by rising consumer expenditures for food, the farmer would have been 
still worse off. And if wage earners, particularly those with low incomes, 
had done better, the acute deflation of farm income would have been less 
severe. Wage earners are the big food consumers. Working families 
with annual incomes under $2000 spend about 70 percent of their income 
for food.. Wage earners of average income spend about a third of their 
income for food. Higher income families spend a smaller proportion, and 
this percentage drops to less than 20 percent for families with annual 
incomes above $10,000. 

Wage increases have not hurt farmers by increasing the cost of the 
things he buys. These wage increases have not justified recent price in- 
flation. Furthermore, farmers have been hurt far more by their falling prices 
than by rising costs. Comparing the end of 1957 with the beginning of 
1951, the parity index (representing prices, interest, taxes and wage rates 
paid by farmers) has risen only 9.6 percent, while prices received by 
farmers have fallen 19.3 percent. 

The American consumer should also take note of the fact that retail 
food prices are 5.9 percent higher now than at the beginning of 1951, 
while prices received by farmers are 19.3 percent lower. This is partly 
because of increased distribution costs, due to improved processing and 
packaging of food, and to more services to the consumer at the retail 
market level. But it is also because of the excessive profit margins of 
some processors and distributors. 

Yet today, some of the very same public officials who have perpetuated 
a continuing injustice against farmers are raising their voices in favor of 
“wage freezes.” And they talk glibly about the transfer of low-income 
farm families to industrial employment, even while inadequate wages and 
consumption in industrial areas continue to increase industrial unemploy- 
ment. 

The plight of the farmer today is the result of the same discredited 
ideas that were tried out on wage earners and others before the Great 
Depression—ideas to the effect that less production can be substituted for 
more consumption; that the forcing downward of incomes and human 
opportunities can bring about needed commodity adjustments; that long- 
run prosperity can be accomplished through short-run deflation. If more 
of this policy should be extended to wage earners as well as to farmers, 
a part of the history of the early 1930's could be repeated. 

The following charts illustrate some of the points made above. 
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RISING WAGES AND CONSUMPTION LIFT 
THE PURCHASE OF FARM PRODUCTS 


Billions of 1956 Dollars 
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FALLING PRICES HAVE HURT FARMERS 
MORE THAN RISING COSTS 
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XII. Goals For Wage Earners, Farmers, 
And All The People 


Because the lag in wages and consumption is at the core of our 
economic difficulties, the restorative effort must commence at this core. 
The first element in this effort is to recognize honestly its very large magni- 
tude. Measured in uniform 1956 dollars, total wages and salaries need 
to rise gradually but vigorously to a 1960 level about 41 billion dollars 
above the 1957 level. This progress should be commenced substantially 
at once. 

Wages and salaries, and consumer purchasing power, can be expanded 
both by higher rates of pay and by more employment. But the lag in 
employment is due primarily to a lag in purchasing power and markets. 
Therefore, the initial major emphasis in the private sectors of the economy 
should be upon expanding the wage and salary rates of those already 
employed, thus enlarging consumption, production, and jobs. Public 
programs can and should also add to wages and employment; this will 
be discussed in the next Chapter. 

If the economic recession had already moved to the stage where busi- 
ness no longer had available resources to increase rates of pay, the Govern- 
ment would have to be the major agent for revival and expansion. But 
the reasons for not awaiting this stage are so many and obvious that they 
need not be detailed. And many or most of our key industries, which 
exercise leadership and exert a profound effect upon the whole economy, 
still have very ample resources to act promptly and vigorously. In many 
cases, no sacrifice of an adequate level of profits, even in the short run, 
would result from a combination of pay increases and price reductions 
reasonably combined to achieve more real purchasing power. 

But even if in some cases the needed wage and price adjustments in- 
volved temporary relinquishment of what would be regarded as an adequate 
level of profits for the long run, these adjustments should nonetheless be 
made. There will be a more solid and sustainable economic improve- 
ment if business, rather than Government, provides much of the initiative 
and momentum under current circumstances. Business has not hesitated 
to “plow back” enormous funds into investment in the means of produc- 
tion, although this has had an effect upon dividend payments. Now that 
this kind of business investment has outrun consumption, it would be 
sound financial and economic policy for business leadership to plow 
funds into the consumption field, as a wise investment in the restoration 
and expansion of markets instead of plants and machines. Most key 
industries will need less funds than they have been using recently for new 
business investment in productive plant and equipment, until consumption 
catches up. Besides, workers are not only consumers but also producers. 
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Their morale and advancement are even more important production assets 
than factories and tools. 

If these trends, stimulative also to farm product consumption, were 
combined with an entirely new national farm policy moving toward parity 
of income for farmers, and toward strengthening the family-type farm, net 
farm operators’ income could and should move by 1960 to a level about 
824 billion dollars above the exceedingly low 1957 level. The combined 
tai of workers and farmers, along with progress for other groups 
through an expanding economy and through other specific programs, 
should lift average multiple-person family income by 1960 to a level about 
$1,035 above 1957 for all families and about $2,065 above 1957 for 
farm families, measured in uniform 1956 dollars. 

The consequent expansion of consumption would provide the earnings, 
incentives, and sound opportunity for business expansion. At a full rate 
of overall economic growth, total domestic business investment by 1960 
should be about 16 billion dollars above the 1957 level, with about 314 
billion dollars of the increase going into producers’ durable equipment, 
and about 81, billion going into nonfarm residential construction in view 
of the enormous unsatisfied need for good housing. Corporate profits by 
1960 should be about 814 billion dollars higher than in 1957; unincor- 
porated business and professional income about 614 billion higher; and 


dividends, personal interest income, and rental income of persons about 
514 billion higher. 


These goals represent a carefully measured and consistent estimate 
of our resources and needs, in balanced proportion for full economic 
growth. By 1960, our population will be almost 9 million higher than 
in 1957, and our civilian labor force about 3 million higher. With a 
decrease of close to 900,000 in unemployment, taking into account the 
larger size of the labor force, there would be about 3.8 million more jobs.* 
Under the stimulus of full markets and our ever-advancing technology, 
productivity or output per man-hour by 1960 should be more than 16 per- 
cent above the abnormally low 1957 level. These factors should result 
by 1960 in a level of total national production or economic activity about 
81 billion dollars above the 1957 level, measured in uniform 1956 dol- 
lars.** If we move year by year toward these practical goals, we shall 
have the means to fulfill amply all of our responsibilities both at home and 
in the world. 


The following charts illustrate these goals. 


* Taking into account a substantial reduction in part-time unemployment, the 
reduction in true unemployment would exceed 900,000, and the increase in “true” 
employment would be above 4 million. 


** Assuming a reduction in average yearly man-hours per worker of about 2% 
to 3 percent by 1960. 
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FULL PROSPERITY FOR ALL REQUIRES 
MUCH HIGHER PURCHASING POWER FOR 
WORKERS AND PEOPLE IN GENERAL 
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WE HAVE THE PRODUCTIVE RESOURCES 
FOR FULL ECONOMIC EXPANSION 


1960 Goals Compared with Actual 1957 
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XIII. Wage Progress, National Security, 
And Domestic Public Programs 


The essential superiority of our highly productive economic system is 
that we do not have to sacrifice one vital goal to achieve another. In 
any time except total war, we do not need to sacrifice living standards in 
order to achieve national defense. And in relative peacetime, we do not 
need to sacrifice the progress and enjoyments resulting from expansion 
of production and consumption in our private enterprise system, in order 
to accomplish the progress and enjoyments resulting from needed expan- 
sion of domestic public programs. Although none of these types of 
progress can be limitless, and all types must be reconciled, they all supple- 
ment and reinforce one another. 

The current international peril brings this home keenly. Education 
and space machines, private plants and atomic weapons, general economic 
expansion and the tax revenues needed to support public programs, rising 
living standards and the high morale essential to persistence in the struggle 
with the totalitarians, are all intertwined. 

But our Nation in recent years has surrendered to the unreasoning fear 
that progress in one vital area must be at the expense of lags in the other 
vital areas. Making no firm choice between the horns of this unnecessary 
dilemma, we have lagged far behind our best in all areas. 

Total expenditures in the Federal Budget for all purposes have 
declined from 20.7 percent of our total national economic activity in fiscal 
1953 to just over 16 percent in the Budget for fiscal 1958. Although 
State and local outlays have risen substantially, total public outlays have 
consequently fallen far short of their needed contribution to full employ- 
ment and full production. In calendar 1957, the lag in Federal outlays 
was about 10 percent of the 27 billion dollar lag in total economic activity, 
and by fourth quarter 1957, there was further deterioration. This lag 
in needed Federal outlays has adversely affected wages and employment, 
not only in public undertakings, but also in the private economy, because 
of the profound impact of the former upon the latter. 

The lag in Federal outlays has also been damaging to vital priorities 
of need. Despite the rising international threat, Federal outlays for 
major national security purposes declined from 10.77 percent of our total 
national economic activity during the fiscal years 1954-1958 as a whole 
to 9.77 percent in the 1958 Budget. Federal outlays for all domestic 
programs—including natural resources, education, health and housing, 
labor and agriculture, social security and welfare, and general govern- 
ment—while rising very slightly in the most recent year, have declined 
from 7.87 percent of our total national economic activity in the peace- 
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time years 1947-1950 to 7.01 percent in the peace and war period 1947- 
1953, and to only 6.05 percent in the 1958 Budget. On a per capita basis 
in uniform 1956 dollars, a comparison of the same periods reveals a 
decline from $167.33 to $154.62 to $149.89. 

To help restore and maintain full employment and full production, and 
to meet our imperative domestic and international needs, the Federal 
Budget needs to be made a bold weapon of progress rather than a defeatist 
weapon of regression. For all of the essential domestic programs just 
mentioned, per capita Federal outlays need to be raised gradually from 
less than $150 in the 1958 Budget to more than $182 in calendar 1960, 
measured in 1956 dollars. This would enable us by that year approxi- 
mately to double the annual rate of total educational outlays from all 
sources and social security and welfare protection in all its forms, and to 
expand health facilities and services greatly. It would enable us, between 
now and 1960, to build an average of more than 2 million new homes a 
year, to lift natural resource programs to about 50 percent above recent 
levels, and to create a fully prosperous agriculture. Great improvements 
in minimum wage laws are also needed. 

On fronts related to international security and world peace, we need 
to expand per capita Federal outlays for economic and technical develop- 
ment overseas from $12.51 per capita in the 1958 Budget to almost $19 
in 1960, measured in 1956 dollars. With all of these programs, there 
would still be room immediately to lift the annual rate of national security 
outlays about 3 billion dollars above the recent level, measured in current 
dollars. 

In a fully expanding economy, these increased Federal outlays would 
come to about 16 percent of our total national economic activity in 1960, 
compared with an estimated 16.4 percent in calendar 1957 and 17.4 per- 
cent in 1953-1957. The national debt would drop from almost 63 per- 
cent of our total national production in 1957 to about 5414 percent in 
1960. These goals, in a sufficiently expanding economy, can be achieved 
with a slight surplus in the conventional Budget, and a substantial surplus 
in the cash Budget, even with needed tax adjustment to stimulate the con- 
suming power of low-income groups. Such adjustments are needed now. 

Essential expansion of national defense is only a spurious excuse for 
inadequate public domestic programs. It is equally wrong to say that 
our public needs can be met only at the expense of adequate progress in 
real wages and living standards. 

Several illustrative charts follow. 
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TOTAL PUBLIC OUTLAYS HAVE LAGGED 
BEHIND THE WHOLE ECONOMY DUE TO 
RELATIVE DECLINE IN FEDERAL BUDGET 


Public Outlays as Percent of Total National Production 


heapdeeme eee tt 
MLZZZLOO OLE 


oe and ee Outlays ty 


—Y yp 





..and THE LAG IN PUBLIC OUTLAYS 
IS A SIZEABLE FACTOR IN THE LAG 
IN TOTAL ECONOMIC ACTIVITY 


Calendar Years; Billions of 1956 Dollars 
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FEDERAL OUTLAYS SHOULD BE GEARED 
TO GROWING NEEDS AND CAPABILITIES 
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FULL PROSPERITY WILL REDUCE BURDEN 
OF AN ADEQUATE FEDERAL BUDGET 


Calendar Years 
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EXPLANATORY NOTES 


Note One: Our National Economic Needs and Deficits (Lags) 


“Needed” levels of gross national product (in constant 1956 dollars) 
for each of the years between 1947 and 1957 were determined by first 
establishing the needed 1947 level of gross private product (in constant 
1956 dollars), assuming that excess unemployment (beyond the frictional 
level of 2.5 percent of the civilian labor force) should have been employed 
in private nonfarm work, and that labor force participation was slightly 
below the optimum level. To the 1947 full employment level were applied 
productivity growth rates averaging 3.6 to 3.7 percent per year (the 
1947-53 actual record), and labor force growth rates ranging between 
1.2 and 1.5 percent per year; the actual number of employees in general 
government were subtracted (plus a slight additional deduction for 1957, 
when there was a deficit); and average weekly hours were reduced by about 
one-half percent per year between 1947 and 1953, and by slightly larger 
annual percentages after 1953. From these gross private product data, 
it was possible to calculate “needed” levels of gross national product by 
adding the estimated “needed” levels of gross government product. These 
latter were assumed to be about the same as actual levels between 1947 
and 1953, and slightly higher thereafter. 


The deficits (lags) in GNP are merely the differences between actual 
and “needed” levels. Estimates of deficits in specific components of gross 
national product, in national income, in personal income, and in their 
components, were made by calculating constant dollar estimates for both 
actual and “needed” items through the process of developing sets of 
balanced estimates for all the major national income and product accounts. 
The personal income data for actual 1956 and estimated 1957 (based on 
the first 11 months) are shown in the following table: 


(billions of 1956 dollars) 


Actual Needed Deficits 
1956 1957 1956 1957 1956 1957 


Labor income tt .aeee 242.7 254.5 
Wages and salaries ; 231.6 233.5 
Supplements ; 15.2 
Less: Employers’ contr. for 

social insurance 

Farm propr. income 

Business and professional propr. 
income 

Rental income of persons 

Dividends 

Personal interest income 

Transfer payments 

Less: Personal contrib. for 
social insurance 

Equals: Personal income 

Less: Personal taxes 

Equals: Disposable income 

Less: Saving 

Equals: Consumer outlays ___-~-~ 
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NOTE: Due to rounding, some detail may not add to totals. 
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Note Two: Projections of Goals for 1960 


These goals use actual experience in 1955 as a starting point, rather 
than going back to 1953. The implicit growth rate in total private output 
between 1955 and 1960 is about 4.8 percent per year but a good part of 
this is due to the necessity for absorbing those excessively unemployed 
during 1955. Had these people been fully employed in 1955, the implicit 
rate of growth would have been about 4.2 percent per year between 1955 
and 1960. This growth rate is compounded out of productivity and 
civilian labor force growth rate needs the same as for 1947-53, and a 
reduction in average yearly hours per worker close to 0.8 percent per year. 
The components of GNP in 1960 are determined by estimating a desirable 
pattern for the Nation’s economic balance sheet for each year, taking into 
account the effects of desirable Government programs. These include 
the direct effects of Government purchases of goods and services, the direct 
and indirect effects of desirable programs involving transfer payments and 
tax changes upon personal and disposable income, the direct effects upon 
farmers’ income of the many programs, and the indirect effects upon 
personal consumption and business investment of the entire range of 
proposed programs. Since many of the Federal programs involve grants 
to State and local governments, the State and local government component 
is affected directly. 

The data for components of GNP for 1956, for 1957 as estimated, 
and for projected 1960, are shown in the following table: 


(billions of 1956 dollars) 





Actual Estimated Goal for 
1956 1957 1960 
Gross National Product _.......-..--.-_-__. 414.7 423.6 505.0 
Personal consumption expenditures _... 267.2 etal 327.0 
Gross private domestic investment _______ 65.9 63.1 79.0 
New construction —.1___........... 33.3 32.2 43.5 
Producers’ durable equipment _______. 28.1 29.7 33.0 
Change in business inventories ________ 4.6 1.2 2.5 
Net foreign investment == 1.4 3.0 2.0 
Government purchases of goods and 
ME: Siictcticeicnntionce. .2 aie 84.5 97.0 
Federal 2... jemichplestostale’ aa 49.5 55.0 
State and local nists aieskiiog 33.0 35.0 42.0 


NOTE: Due to rounding, some detail may not add to totals. 
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The relation between GNP and national income, and between national 
income and personal income, are shown for 1956, and in approximate 
fashion for estimated 1957 and projected 1960, in the following table: 


(billions of 1956 dollars) 
Actual 
1956 
Gross national product 414.7 
Less: Capital consumption allowances ... 34.3 
Indirect business tax and nontax 


liability Jae 
l 
I 


Business transfer payments 
Statistical discrepancy 
Plus: Subsidies less current surplus of 
government SReePrHRe 1.1 
Equals: National income ____..... 343.6 
Less: Corp. profits and I.V.A. 40.4 
Contrib. for social insurance 12.4 
Plus: Govmt. transfer payments 
Net interest paid by govmt. 
Dividends ___. 
Business transfer payments 
Equals: Personal income 
Less: Personal taxes ; 
Equals: Disposable income 
Less: Saving 
Equals: Consumer outlays. 
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